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URGENT DEFICIENCY APPROPRIATION BILL, 1957 
Apri 17, 1957.—Ordered to be printed 


Mr. HaypeEn, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. J. Res. 310] 


The Committee on Appropriations, to whom was referred House 
Joint Resolution No. 310, report the same to the Senate with certain 
amendments and present herewith information relative to the changes 
made. 

This resolution is necessary to provide for certain urgent items 
now pending in the committee of conference on H. R. 4249, the Urgent 
Deficiency Appropriation Bill, 1957, which bill contains items which 
should be provided for in the immediate future. 

The joint resolution as it passed the House provided for all items 
in H. R. 4249 except those involved in amendments Nos. 3 and 12 and 
certain Senate items which were provided for in the Second Urgent 
Deficiency Appropriation bill, 1957. Senate amendment No. 11 as 
provided for in House Joint Resolution 310 as agreed to in the House 
is in disagreement in the bill in conference and has never been settled 
in that bill. Amendment No. 3 involves language included in the 
bill by the Senate pertaining to using cottonseed feed in the drought 
relief program. Senate amendment No. 11 refers to the amount under 
the grants to States for public assistance program which may be used 
for focal and State administration. Senate amendment No. 12 in- 
volves funds for the acquisition of strategic minerals. 
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2 URGENT DEFICIENCY APPROPRIATION BILL, 1957 


CHAPTER I—DEPARTMENT OF AGRICULTURE 
Farmers’ Home ApDMINISTRATION 
DISASTER LOAN REVOLVING FUND 


The committee recommends the addition of the following proviso 
to House Joint Resolution 310: 


: Provided, That in furnishing assistance to farmers or ranch- 
ers in designated drought areas, the Secretary may give 
attention to inclusion of feeds such as cottonseed meal, 
cottonseed cake, or pellets which are available in the areas, 
so long as such assistance does not substantially increase 
the existing prices charged for such feeds. 


The committee amendment modifies the mandatory requirement for 
inclusion of such feeds contained in Senate Amendment 3 to H. R. 
4249. It requires that the Secretary of Agriculture, when determin- 
ing the eligibility of feeds for use in designated disaster areas, may give 
attention to the inclusion and use of high protein feeds such as cotton- 
seed meal, cottonseed cake, or pellets, where such feeds are custom- 
arily fed by ranchers and stockmen to maintain basic herds of 
livestock. 





CHAPTER IV—DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE 


GRANTS TO STATES FOR PUBLIC ASSISTANCE 


The committee approves the appropriation of $275,000,000, as did 
the Senate in consideration of H. R. 4249, the Urgent Deficiency Ap- 
propriation Bill, 1957. 

The committee recommends that the limitation on funds to be avail- 
able out of this appropriation for State and local administration be 
amended to read as follows: “That not more than $17,728,000 of this 
amount may be used for State and local administration”, an increase 
in the limitation as passed by the House of $1 million. 

This limitation is of course applicable only to the funds to be made 
available by this bill, and imposes no limitation on the amount of 
funds available out of the regular 1957 appropriation for State and 
local administration. The result is to make available not more than 
a specific amount to be added to an indefinite amount to be obligated 
out of the regular appropriation. It is the sense of the committee 
that the limitation herein recommended will enable the Social Security 
Administration to fully meet the Federal obligations under the Social 
Security Act to pay each State 

an amount equal to one-half of the total of the sums ex- 
ended * * * as found necessary by the Secretary of 
ealth, Education, and Welfare for the proper and efficient 
administration 
of each of the assistance programs. In no year has the Federal Gov- 
ernment failed to meet its statutory obligation. 
3 











CHAPTER V—DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
ACQUISITION OF STRATEGIC MINERALS 


The committee recommends the allowance of $9,140,840 for the 
acquisition of strategic minerals under the provisions of Public Law 
733, 84th Congress. Of the amount recommended, $600,000 is for the 
continuation of the asbestos and fluorspar programs and the balance 
of $8,540,840 is for the tungsten program. 

It is the view of the committee that the sum recommended is ade- 
quate to allow the producers of tungsten to plan for an “orderly close- 
down”’ of their facilities insofar as purchases under Public Law 733 
are concerned. The committee has recommended the inclusion of a 
limitation to limit the acceptance of deliveries from any one producer 
from a mining district to 2,500 short-ton units in any one calendar 
month. Public Law 733 limits such deliveries to 5,000 short-ton 
units. 

The committee will not consider any additional funds for the acqui- 
sition of tungsten under the existing provisions of Public Law 733; 
and the committee urges the proper legislative committee to consider 
amendments to overcome the objections that have been raised to the 
tungsten program. 

It is possible that legislation to implement the ‘long-range minerals 
policy” could be enacted during this session of Congress: If such 
legislation is enacted to provide for a tungsten program the committee 
will consider funds for it at the proper time. 
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EVALUATION OF RECREATIONAL BENEFITS RESULTING 
FROM CONSTRUCTION OF RESERVOIRS 


Aprit 17, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 1164] 


The Committee on Public Works, to whom was referred the bill 
(S. 1164) to make the evaluation of recreational benefits resulting 
from the construction of any flood-control, navigation, or reclamation 
pengecs an integral part of project planning, and for other purposes, 

aving considered the same, report favorably thereon with amend- 
ments, and recommend that the bill, as amended, do pass. 

The amendments are indicated in the bill as reported by line type 
and italics. 

Senator Case of South Dakota introduced Senate bill 1221, a similar 
bill which carried provisions relating to fish and wildlife activities and 
certain provisions of that measure are incorporated in the bill reported. 


PURPOSE OF THE BILL 


The purpose of the bill is to extend the policy of Federal participa- 
tion in the development of flood-control and navigation projects and 
reclamation projects to recreational purposes and fish and wildlife 
conservation. ‘The bill expresses the policy that as an integral part of 
any flood-control, navigation or reclamation project, heretofore or 
hereafter authorized, or any modification of such projects there should 
be included an evaluation of public recreational and fish and wildlife 
benefits and that the recreational and fish and wildlife potentials of 
such projects should be developed to achieve maximum public benefits. 
Also State or local interests are to furnish any necessary water rights 
which may reasonably be required to maintain pools for recreational 
and fish and wildlife use. 
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BENEFITS FROM CONSTRUCTION OF RESERVOIRS 


GENERAL STATEMENT 


Extensive hearings were conducted by the Committee on Public 
Works on Senate bill 1164 and other bills relating to the matter of 
evaluating recreational and fish and wildlife benefits at flood-control 
and navigation projects and reclamation projects. 

Representatives of many States and organizations testified in favor 
of enlarging the authority to include recreational and fish and wildlife 
conservation facilities in federally constructed water control, conser- 
vation and utilization projects. These representatives urged that 
recognition be given to the large benefits which accrue to such de- 
velopments and that a monetary evaluation be made so that such 
recreational and fish and wildlife values may be included in the 
economic analysis of a project. 

At the time when many water resources development projects 
were constructed it was not anticipated that there would be the very 
extensive use and enjoyment by the public of the water areas in these 
projects. However, testimony revealed that attendance during the 
year of 1955 at Corps of Engineer reservoir projects totaled more 
than 60 million visitor-days compared with 40 pratlgon in 1953. The 
estimated attendance during 1956 is over 70 million. During 1956 
a total of almost 10 million persons visited reclamation reservoir 
areas. ‘These very imposing figures reflect only a portion of the real 
values which accrue to water resources development projects in the 
form of recreational and fish and wildlife values. Many water 
impoundment areas provide nesting and resting areas for migratory 
waterfowl as well as in many cases improving the natural habitat 
of both big and small game. 

The Corps of Engineers is now authorized to construct, maintain, 
and operate public park and recreational facilities in reservoir areas 
under their control and to permit the construction, maintenance of 
such facilities. They can lease land and structures or facilities 
thereon. Preference is given to Federal, State or local governmental 
agencies, and licenses or leases may be granted without cost to such 
agencies for the use of reservoir areas for public purposes. In addi- 

tion the water areas of such reservoirs are open to public use, gen- 

erally without charge, for boating, swimming, bathing, fishing and 
other recreational purposes, and ready access is generally provided 
for public use. The bill would extend the same authority to project 
areas on flood-control and navigation projects and to reclamation 
project areas. 

The Coordination Act, Public Law 732, 79th Congress, 2d session, 
rovides that the Secretary of the Interior, through the Fish and 
Vildlife Service is authorized (a) to provide assistance to, and coop- 

erate with Federal, State, and public or private agencies ‘and organ- 
izations in the development, protection, rearing, and stocking of all 
species of wildlife, resources thereof, and their habitat in controlling 
losses from diseases or other causes in addition to other measures and 
(6) to make surveys and investigations of the wildlife of the public 
domain, including lands and waters or interests thereon acquired or 
controlled by any agency of the United States. ‘The act also provides 
that whenever the waters of any stream or other body of water are 
authorized to be impounded, diverted, or otherwise controlled by any 
department or agency of the United States or by any public or private 
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agency under Federal permit, they shall consult. with the Fish and 
Wildlife Service and the appropriate State authority with a. view 
to preventing loss and damages to wildlife resources, A. study. is to 
be made and a report is to be submitted for the purpose of determiaing 
the possible damage to wildlife resources and the means and measures 
that should be adopted to prevent loss and damage of wildlife re- 
sources. The report is to be an integral part of the report. by’ the 
Federal agency responsible for studying and constructing the project: 
Whenever impoundments, diversions, or other water-control measures 
are instituted provisions, consistent with the primary purpose of the 
project, are to be made for the use of water and land areas acquired 
for the conservation, maintenance and management of | wildlife 
resources. 

Public Law 732, 79th Congress, provides that in the case of projects 
hereafter authorized to be constructed, operated, and maintained in 
accordance with the Federal reclamation laws the Secretary of the 
Interior shall, in addition to other allocations, make findings on the 
part of the estimated cost of the project which can be properly allo- 
cated to the preservation and propagation of fish and wildlife, and 
costs allocated pursuant to such findings shall be nonreimbursable. 
The terms “wildlife” and “wildlife resources” as used in the act in- 
clude birds, fish, mammals and all other classes of wild animals and 
all types of aquatic and land vegetation upon which wildlife is de- 
pendent. 

The committee recognizes that in certain cases the development of 
water-resources projects may result in losses or damages to fish and 
wildlife resources. It is also recognized that in advancing the economy 
of the Nation many developments are very desirable and necessary for 
human needs and that in certain instances it is necessary to sacrifice 
natural fish and wildlife habitat in the interest of progress. It is 
hoped that improvement can be made which will mitigate losses which 
may occur or that alternative benefits will accrue which will at least 
offset losses. It is intended that the.cost of measures to mitigate 
losses and enhance recreational, fish, and wildlife values will not exceed 
the expected resultant benefits of such measures. 

The committee is of the opinion that the best interest of the country 
will be served by utilizing all water-resources development projects 
to their full potential. Also that monetary evaluations should be 
made of recreational, fish and wildlife benefits accruing to existing as 
well as future flood-control, navigation and reclamation projects. It 
is the desire of the committee that the evaluation of benefits be utilized 
in computing allocations of costs of the project works and costs 
allocated to recreational, fish and wildlife purposes should be reim- 
bursable. The bill makes the nonreimbursable provision apply to 
existing projects for the portion of the repayment not yet completed. 
It is the intention of the committee that a credit would be applied 
annually to those projects to which the bill applies, thus reducing 
the annual payments required under existing contracts or repayment 
arrangements. 

Representatives of the Corps of Engineers in their testimony before 
the committee pointed out that the recreational resources produced 
by projects built primarily for flood control and navigation are of 
great and growing importance, and that it is very reasonable that 
recreational values be considered in the economic analysis of Federal 
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water-resources projects. Representatives of the Bureau of Recla- 
mation stated that the principles and objectives of the bill are good. 

The chairman of the Senate Committee on Interior and Insular 
Affairs has canvassed his committee members on the bill and has had 
favorable comments from those responding. The chairman of the 
committee has indicated that he personally favors the measure. 

The report from the Bureau of the Budget on Senate bill 1164 
follows: 

Executive Orrick OF THE PRESIDENT, 
BurEav OF THE BupDGeET, 
March 19, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letters of Febru- 
ary 12 and March 6, 1957, requesting the comments of the Bureau of 
the Budget on S. 1164, a bill to make the evaluation of recreational 
benefits resulting from the construction of any flood-control, naviga- 
tion, or reclamation project an integral part of project planning, and 
for other purposes, and on S. 1221, a similar bill, which applies to both 
recreational and wildlife benefits. We regret the delay in complying 
with your requests, but preparation of our reply has been held up 
pending receipt of the views of the affected Federal agencies. Some of 
these views are still unavailable, and the Bureau of the Budget is, 
therefore, not in a position to present a definitive position on this 
important legislation. However, we wish to present some general 
observations regarding these bills which we hope will be helpful to 
your committee. 

The Bureau recognizes the need for substantive legislation dealing 
with provisions for recreational facilities at reservoir areas. We 
believe that recreational potentialities should be taken fully into ac- 
count in the formulation and planning of water resources projects. 
However, our review of the specific provisions of S. 1164 and S. 1221 
raises certain questions with respect to some of the general principles 
which we believe should be considered in drafting legislation dealing 
with development of recreational facilities. 

1. S. 1164 and S, 1221 are limited to projects of the Corps of Engi- 
neers and the Bureau of Reclamation. Other legislation is now before 
the Congress, such as H. R. 5497, which would provide for the recrea- 
tional and wildlife use of reservoirs constructed under the provisions 
of the Watershed Protection and Flood Prevention Act, or S. 410, 
which would provide separately for the recreational use of reclamation 
reservoirs. In view of the objectives of these other bills, and also in 
view of the possible use for recreation of facilities constructed by other 
Federal agencies, such as the Tennessee Valley Authority, the Inter- 
national Boundary and Water Commission and the St. Lawrence 
Seaway Development Corporation, we suggest that general legisla- 
tion dealing with recreational development at water resource projects 
should be made applicable to all such Federal agencies. 

2. The bills would establish a formula for measuring recreational 
benefits, and prescribe a specific monetary value per unit of recrea- 
tional use. In view of the fact that no generally accepted technique 
for determining the economic value of recreational benefits has yet 
been devised, we believe that it would be preferable not to establish 
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legislatively a specific formula for this: purpose. , The, determination 
of recreational benefits, under general standards established by the 
Congress, should, we believe, be left to administrative action within 
the executive branch. 

3. Section 4 of S. 1164 provides that costs allocated to recreation 
shall be nonreimbursable and: nonreturnable. We believe; that, full 
Federal financing of recreational facilities would be undesirable in 
those instances where the recreational benefits are largely of a local 
nature. The report of the Presidential Advisory Committee on Water 
Resources Policy, which the President transmitted to the Congress in 
January 1956, proposed that ‘‘* * * as a general principle, the share 
of costs to be borne by the beneficiaries [of a project] should be pro- 
portional to the benefits received.”’ With specific reference to recrea- 
tion and fish and wildlife, the report states that the ‘“* * * enhance- 
ment or improvement of basic recreation facilities (provision for 
access, public health, safety, and protection) and fish and wildlife 
resources of less than national significance should be treated in accord- 
ance with the general cost-sharing procedure proposed herein. Those 
of national significance should be finaneed entirely by the Federal 
Government. Lands to be acquired for purposes of enhancement of 
recreation or fish and wildlife resources should be shown separately 
in reports of project plans, and the acquisition of such lands should 
be authorized by the Congress for each individual project.” 

In keeping with the policy expressed in the Advisory Committee’s 
report, we believe that the Federal Government should bear the full 
cost of recreational developments associated with the use of federally 
financed reservoirs only in those instances where the recreational bene- 
fits are determined to be of national significance. When the benefits 
are largely of a local nature, we believe the Federal Government 
would be justified in sharing to some extent in the costs of making 
the recreational benefits available to the public, but that the major 
share of these costs should be borne by State or local interests. 

4. S. 1164 would appear to permit the costs of minimum basic 
facilities to be allocated to recreation and to be borne by the Federal 
Government. We believe that the provision of minimum basic facili- 
ties, such as guardrails, parking areas, access roads and sanitary 
facilities, required for the accommodation and protection of the visiting 
public and for the protection of the project, should be regarded as 
project costs and allocated along with other project costs to the major 
purposes of the project. On the other hand, such things as boat 
anchorages, docks, or bathhouses should not be included in minimum 
basic facilities. 

5. We think that the preservation of recreational potentialities is 
important in connection with water-resource developments. For 
this purpose it may be necessary under some circumstances for the 
Federal Government to have authority to purchase land. However, 
such land should be resold to local interests within a reasonable period 
of time, unless the recreational values are of national significance. 
Only those land areas should be purchased which have been approved 
by the Congress following submission of specific proposals in project 
reports. 

6. The planning for, and the administration and management of, 
recreational developments at reservoir areas having national signifi- 
cance, as determined by the Secretary of the Interior, or by the Sec- 
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retary of Agriculture if national forest lands are involved, should be 
the responsibility of, and should be undertaken and financed within, 
the programs of these departments. 

7. The legislation should provide that, to the extent that it would 
not interfere with the use of reservoirs for the major purposes in- 
tended, the water areas of reservoirs should be accessible for public 
use, without charge. It should also provide Federal agencies with 
authority to grant leases, licenses, and permits for the use of reservoir 
lands, under appropriate rules and regulations, and with preference 
to public bodies. Appropriate charges should be made for such uses. 

In view of the above comments, the Bureau of the Budget would 
recommend against enactment of S. 1164 or S. 1221 in their present 
form. Moreover, we recommend that the committee defer action on 
legislation in this field until the Department of the Interior, an agency 
with basic responsibility for Federal recreational activities, has had an 
opportunity to complete its review of the proposals. 

We appreciate the opportunity to submit the foregoing comments 
and suggestions. 

Sincerely yours, 


A. R. Jongs, Deputy Director. 
O 
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Mr. Corron (for himself and Mr. Hruska), from the Committee on 
Public Works, submitted the following 


MINORITY VIEWS 


[To accompany 8. 1164] 


Despite our deep interest in the recreational use of our water 
resources, the undersigned members of the committee are unable to 
concur in the action of the majority in reporting S. 1164. The bill 
would make major substantial changes in the basic water resources 
policy of the Federal Government by putting recreation on an equal 
footing with flood control, navigation, and irrigation. It would 
establish a formula for measuring recreational benefits, and prescribe 
a specific monetary value per unit of recreational use. his is @ 
marked departure, Assignment of specific value of recreation 
benefits, under the bill, will require reallocation of costs and benefits 
for every flood-control, navigation, irrigation, or multipurpose project 
now existing or hereafter undertaken. 

We believe such a major unprecendented change in Federal policy 
requires fuller and more detailed consideration than was given by the 
majority of the committee. Because of the following deep-rooted 
and fundamental objections we urge defeat of this measure. 

1. Inclusion of specific recreation benefits in project planning and 
development will result in eventual authorization of billions of dollars 
worth of projects which cannot now be economically justified. Only 
by placing a value on recreation could these projects measure up to 
the existing standards which require that firm realistic benefits exceed 
the costs. The current backlog of public works projects is more than 
$10 billion, including $1.5 billion in S. 497, as passed by the Senate 
this year. Such a tremendous expansion of public works undertakings, 
as proposed in this bill, would increase the competition for construction 
funds, lead to interminable delays and mounting disappointments for 
those seeking relief from flood problems or navigation difficulties. 
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2. In assigning a specific monetary value to recreation use, the bill 
does not ae the fact that no generally accepted technique for 
determining the economic value of recreation has yet been devised. 

3. The bill would put the Federal Government in the recreation 
business. It would do so without any determination as to whether 
recreation benefits are of national or local significance. Under the 
bill, the Federal Government could bear the full cost of recreational 
developments which are largely of a local nature and have no national 
significance. It is likely to result in recreation being promoted and 
subsidized by the Government in direct competition with private 
enterprise, and to the economic detriment of many States and regions. 

4. No consideration has been given by the majority to the annual 
costs of the bill. Leaving aside the tremendous cost of the projects 
which might hereafter be constructed solely because the inclusion of 
recreation calculations makes them appear economically feasible, the 
passage of this bill would result in substantial annual costs to the 
Federal Government. These costs arise because recreation benefits, 
under the bill, would be nonreimbursable and nonreturnable. The 
Federal cost of providing irrigation, power, and municipal water supply 
in existing projects is repaid by local beneficiaries. These repay- 
ments would be reduced when recreation benefits are added in and 
the loss would come out of the taxpayer’s pocket. 

5. In addition to these basic considerations, there are several 
procedural and technical reasons why we believe the bill should not 
receive congressional approval. 

(a) No reports or formal comments were received from the two 
Federal Agencies most directly concerned, the Department of the 
Army and the Department of the Interior. 

(6) The Bureau of the Budget opposes the enactment of the bill 
in its present form. 

(c) Section 5 (d) of the bill, which would make acquisition of 
project lands subject to the approval of certain committees of the 
Senate and House of Representatives, would invite a presidential 
veto, because of their apparent violation of the constitutional principle 
of separation of powers prescribed in articles I and II of the Con- 
stitution. (See President’s message of July 16, 1956, returning 
without his approval, H. R. 9893, a bill concerning certain con- 
struction at military installations.) 

For the reasons stated above, we urge defeat of S. 1164. 

Norris,Corron, 
United States Senator. 
Roman L. Hruska, 
United States Senator. 
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Mr. Monroney, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1474] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1474) to amend the Civil Aeronautics Act 
of 1938 in order to grant permanent certification, on a nonsubsidized 
basis, to air carriers engaged in domestic all-cargo operations, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill, as amended, do pass. 


I. PURPOSE OF THE BILL 


S. 1474 would amend section 401 (e) of the Civil Aeronautics Act 
of 1938 by providing means for permanent certification of any all- 
cargo air carrier which on November 15, 1956, held a temporary 
certificate from the Civil Aeronautics Board for operations within 
the United States. The bill is similar to those passed in the last 
Congress granting permanent certification to the local service and 
territorial carriers. In its original form it would require a permanent 
certificate to be issued upon application by eligible carriers authoriz- 
ing the same class of service between the same points as presently 
provided for in the temporary certificate. Four all-cargo carriers 
are affected: 

AAXICO, Inc. (American Air Export Import Co.) 
The Flying Tiger Line, Ine. 

Riddle Airlines, Ine. 

Slick Airways, Inc. 


Under their temporary certificates these carriers are each authorized 
to transport mail, but do not receive subsidy payments. The bill 
+ prsone provides that mail carriage under a permanent certificate 
shall continue to be strictly on a nonsubsidy basis. 
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Your committee’s Aviation Subcommittee recently concluded. public 
hearings on S. 1474 at which all-cargo carrier representatives and 
other interested persons were heard. "Their testimony regarding the 
need for this legislation may be summarized as follows: 

(1) All-cargo carriers have earned the right to permanent status as 
shown by the steady growth of their services, revenues, and financial 
worth (see table 1, CAB Summary of Authorizations and Operating 
Data). Their operations history gives every indication that this type 
of service has in fact become firmly established as a permanent part 
of the air transport picture. Furthermore, this growth has been ac- 
complished without the aid of any subsidy whatever. 

(2) Operating under ‘‘temporary” certificates it is almost impossible 
for these carriers to obtain adequate long-term financing for the 
purchase of larger, more efficient, specially designed aircraft required 
for sound, economic development of the air cargo industry. For the 
same reason it is also more difficult to build up firm working relation- 
ships with surface carriers whose services are an integral part of air 
cargo operations. 

(3) Cargo carriers are at a competitive disadvantage to per- 
manently certificated lines in bidding for the services of topflight 
pilots and other airlines personnel. 

(4) Lacking permanent status cargo carriers have been faced with 
an almost continuous round of costly and time-consuming proceedings 
before the CAB for certificate application and renewal. With the 
security offered by a permanent certificate the money and executive 
talent now diverted by these proceedings could be turned toward 
improving airline operations and management. 

(5) Strengthening the all-cargo carriers’ operations by placing them 
on a “permanent” basis would be of value to the national defense. 
These carriers served in both the Berlin and Korean airlifts; they now 
provide substantial supplementary transport services to the armed 
forces on a contract basis; and they form an important ready reserve 
of trained personnel and equipment in the event of a national 
emergency. 

Your committee believes that in view of their fine record of past 
operations and the certainty of expanding public demand for the type 
of service offered by them, these carriers have earned and are fully 
entitled to the benefits of permanent certification. It seems evident 
that continuance of operations under the above-described disabilities 
of a temporary license will no longer serve any purpose other than to 
hamper the further growth of these lines and frustrate their oppor- 
tunity to provide more efficient and lower cost carriage of freight. 

Although for these reasons it recommends passage of the present bill, 
your committee greatly regrets that we thereby reflect the continued 
necessity for direct legislative certification of air carriers. The task 
of selecting which carriers are entitled in the public interest to cer- 
tification is one of the principal responsibilities of air-commerce 
regulation for the discharge of which the Civil Aeronautics Authority 
was originally established. Section 401 of the Civil Aeronautics Act 
of 1938 “specifically charges the Authority (or its successor, the Civil 
Aeronautics Board) with this responsibility. Yet, in the 19 years 
this law has been in effect, the Board has never seen fit to grant. to any 
carrier. applicant more than a temporary certificate except for route 
or service extensions. The result of the Board’s unwillingness to 
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accept final responsibility in this area of operations has been to force 
upon the Congress the ultimate decision on permanent certification 
for individual lines. Thus, at the present time, a!l air carriers perma- 
nently certificated for the whole or for a part of their service were 
originally granted such status directly by act of Congress. 

In view of these facts your committee believes that in passage of 
the present legislation notice should be given that a final decision 
whether a carrier applicant meets the qualifications for regular cer- 
tification should be made by the Board within a reasonable period, 
and that the Board should not hide behind the granting of a temporary 
certificate any longer than is absolutely necessary to test and evaluate 
the need for the applicant’s services. 


II, COMMITTEE AMENDMENTS 


First committee amendment: 
Change the title to read as follows: 


A bill to amend section 401 (e) of the Civil Aeronautics 
Act, as amended, in order to grant permanent certification 
to air carriers engaged in domestic all-cargo operations with- 
out subsidy. 


Second committee amendment: 
On page 2, line 8, strike out the words “unlimited duration’ and 
insert in lieu thereof: 


indefinite duration effective until suspended or revoked as 
hereinafter provided 


Your committee adopted this amendment in order to indicate more 
clearly that the bill is not intended as a grant of rights in perpetuity 
to the carriers concerned. The award of permanent certification 
made therein is fully intended to be subject to the Board’s powers of 
revocation and suspension (for failure to comply with the provisions 
of the act or the terms of the certificate) as provided by section 401 
(h) of the act. 

Third committee amendment: 

On page 2, line 12, strike out the word “however” and substitute 
in lieu thereof the word “further’’; and insert after the colon the 
following: 

Provided, however, That any certificate of indefinite duration 
issued by the Civil Aeronautics Board pursuant to this sub- 
section shall include only such points as were continuously 
served between the date of enactment of this subsection 


and the date of the carrier’s application as provided in this 
subsection. 


This amendment was suggested by the Civil Aeronautics Board in 
order to limit the grant of permanent rights to those points actually 
served by each carrier as of the date of application for permanent 
certification, thereby excluding points authorized under the temporary 
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certificate to which service has not been instituted. The carriers 
concerned indicated their agreement to such an amendment. 

Other amendments: 

Two additional minor changes, clarifying and correcting the bill as 
originally introduced, have been made as follows: 

On page 1, line 4, correct the United States Code citation to read: 
“49 U.S. C. 481 (e)” 

On page 2, line 5, strike out the word “only”. 


Ill AGENCY COMMENTS 


A representative of the Civil Aeronautics Board testified at the 
hearings on this legislation. Though indicating that the Board was 
not “opposed” to S. 1474, he stated it did recommend against perma- 
nent certification for all-cargo carriers at the present time—for the 
following reasons: 

(1) Though the growth of air freight has been substantial it has not 
measured up to the Board’s original expectations. 

(2) Profitability of all-cargo operations has been “disappointing.” 

(3) There has not been enough experience in this field to evolve a 
stable route pattern or to allow the Board to fully determine what type 
of permanent certificate is best suited to this class of service. 

The Department of Commerce also recommended against enact- 
ment of the bill, stating that each case should be handled on its indi- 
vidual merits rather than through blanket legislative certification 
action. The Department objected to the bill also on the ground that 
permanent certification of recently inaugurated mail services ‘“‘could 
ultimately result in an unjustifiable increase in the air-carrier subsidy 
burden of the general taxpayer.” In the latter regard your committee 
is at a complete loss to understand how an increase in air-carrier sub- 
sidies could possibly come as a result of legislation which specifically 
and pointedly provides that the services affected shall be on a non- 
subsidy basis. If anything, the bill would serve to eliminate any 
possibility there might be of subsidy payments to the all-cargo carriers. 

The General Accounting Office and the Post Office Department both 
stated they had no objections to the bill. 


IV. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of the rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


Section 401 or THE Act oF JUNE 23, 1938, as AMENDED (49 U.S. C. 
481; 52 Srat. 987) 


= * * » x J é 


(e)(%: * * 


(4) If any applicant who makes application for a certificate within 
one hundred and twenty days after the date of enactment of this 
paragraph shall show that on such date it was an air carrier, furnishing 
service within either the Territory of Hawaii or the Territory of 
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Alaska (including service between Alaska and adjacent Canadian 
territory) authorized by certificate or certificates of public convenience 
and necessity issued by the Civil Aeronautics Board to render such 
service within such Territory, and that any portion of such service 
between any points or for any class of traffic was performed pursuant 
to a temporary certificate or certificates of public convenience and 
necessity issued by the Civil Aeronautics Board, the Board shall, upon 
proof of such facts alone, issue a certificate or certificates of indefinite 
duration authorizing such applicant: to engage in air transportation 
within such Territory between the same points and in the same manner 
and for each such class of traffic as temporarily authorized by. such 
certificate or certificates as of the date of enactment of this paragraph. 

(5) If any applicant who makes application for a certificate within one 
hundred and twenty days after the enactment of this paragraph shall show 
that, from November 15, 1956, to date of its application, it or its prede- 
cessor in interest, was an air carrier furnishing, within the limits of the 
United States, all-cargo service as authorized by a temporary certificate 
of public convenience and necessity issued by the Civil Aeronautics Board, 
and continuously operating as such air carrier (except as to vnterruptions 
of service over which the applicant or its predecessor in interest has no 
control) the Board, upon proof of such fact shall, unless the service 
rendered by such applicant bare the period since its last certification has 
been inadequate and inefficient, issue @ certificate or certificates of indefi- 
nite duration effective until suspended or revoked as hereinafter provided, 
authorizing such applicant to engage in air transportation within the 
limits of the United States between the same points and in the same 
manner and for each such class of traffic as authorized by such temporary 
certificate: Provided, however, that any certificate of indefinite duration 
issued by the Civil Aeronautics Board pursuant to this subsection shall 
include only such points as were continwously served between the date of 
enactment of this subsection and the date of the carrier’s application as 
provided in this subsection. Provided, further, That authority to engage 
in the transportation of mail pursuant to a certificate of unlimited dura- 
tion granted hereunder shall be limited to the carriage of mail on a non- 
subsidy basis with compensation restricted to a service rate. 
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Tue Secretary or ComMMERCE, 
Washington, April 1, 1957. 
Hon. Warren G. Maenvson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. CuHarrman: This letter is in reply to your request of 
March 5, 1957, for the views of this Department with respect to 
S. 1474, a bill to amend section 401 (e) of the Civil Aeronautics Act, 
as amended. 

The bill would amend section 401 (e) of the Civil Aeronautics Act 
to provide for permanent certification by the Civil Aeronautics Board 
of domestic all-cargo (including mail) services which have been 
operated continuously since November 15, 1956, pursuant to tem- 

orary certificates of public convenience and necessity. Certificates 
issued under the provisions of the bill would not entitle the holders to 
subsidy even though mail transportation’ may be authorized. 

This Department recommends against the enactment of S. 1474. 

The bill would principally affect Slick Airways, Inec., The Flying 
Tiger Line, Inc., Riddle Airlines, Inc., and AAXICO Airlines, Ine. 
The temporary certificates of Seaboard & Western Airlines, Inc., 
and Aerovias Sud Americana, Inc., which operate all-cargo services 
internationally, would not be affected. 

We still believe, as we have stated on other occasions of this nature 
in the past, that the carefully drawn standards provided in the Civil 
Aeronautics Act should be observed. Each domestic air cargo carrier 
could at this time apply for a permanent certificate under the act, 
The Board would be obliged, under the act, to issue such an authoriza- 
tion if the standards prescribed by Congress for issuing such a certifi- 
cate could be shown to be met. In our opinion, this is the preferable 
procedure, and it is undesirable from the standpoint of orderly develop- 
ment of a sound air transportation system for permanent certificates 
to be granted to various air carrier groups on a blanket basis by legisla- 
tive action. 

However, legislation similar to that proposed in this bill has now 
been enacted into law with respect to the local service air carriers 
and the intra-Alaskan and intra-Hawaiian air carriers. In most 
respects, permanent certification of the domestic all-cargo carriers as 
a result of legislative action poses less problems than were posed in 
those other instances. This being the case, it is possible that we 
would not object to enactment if the bill did not provide for perma- 
nent certification of recently inaugurated mail services. We believe 
that enactment of this feature of the proposed legislation into law 
would be a particularly premature action which, in spite of the bill’s 
apparent intent to the contrary, could ultimately result in an unjusti- 
fiable increase in the air carrier subsidy burden of the general tax- 
payer. 

The temporary certificates for the carriage of mail now held by 
Slick, Riddle, Tiger, and AAXICO were granted these. carriers 
approximately 1 year ago by the Board. ‘These certificates were 
fen until May 25, 1957. In authorizing service thereunder, the 

oard stated, ‘‘* * * we are pioneering in a new and untried field in 
authorizing freight carriers to participate in the movement of mail 
by air on a nonsubsidy basis. Thus, it is deemed proper to authorize 
the mail service on an experimental basis limited in duration. A 1- 
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year trial period, we feel, should. be adequate to test the soundness 
and value of the experiment.” 

In his dissenting opinion to the certification for mail transportation 
of the domestic all-cargo carriers, Board Member Gurney stated, 
“The all-cargo carriers, by the majority decision, now have their foot 
in the door leading directly to the Public Treasury. * * * To thus 
encourage new subsidy demands is a direct contradiction of the Board’s 
objective to reduce the subsidy needs of the industry.” 

he time is rapidly Aas a he when the Board can be expected to 
appraise the results of its l-year experiment. This Department 
strongly urges that no legislation be enacted which would make 
ermanent the mail certificates of the domestic all-cargo carriers, at 
east until such appraisal by the Board has been completed and the 
results are available for congressional review. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your 
committee. 

Accordingly, this Department recommends against the enactment 
of S. 1474. 

Sincerely yours, 
StncLarR WEEKs, 
Secretary of Commerce. 


CompTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 28, 1957. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CHarrMan: Further reference is made to your letter of 
March 5, 1957, acknowledged on March 6, requesting the comments 
of the General Accounting Office concerning S. 1474, 85th Congress, 
Ist session, entitled ‘“‘A bill to amend section 401 (e) of the Civil 
Aeronautics Act; as amended.’’ Such amendment, in brief, would 
authorize the issuance of permanent certificates to air carriers fur- 
nishing within the limits of the United States, all-cargo service as 
authorized by a temporary, certificate of public convenience and 
necessity issued by the Civil Aeronautics Board. 

In our letter of April 27, 1955, addressed to your committee, com- 
menting upon numerous bills designed to amend the Civil Aero- 
nautics Act, among which were three bills proposing to authorize the. 
issuance of permanent certificates to. the local service carriers, we, 
made the following observation: 

“S. 651, S. 1081, and S, 1109:all propose to amend section 401 (e) 
of the act. by inserting at the end thereof a provision for the issuance 
of certificates of unlimited duration to local service carriers which 
presently operate for stated temporary periods of time. Needless to 
say, this is a matter which has been the subject of previous congres- 
sional hearings, during which time both sides of the issue have been, 
thoroughly explored. As the record will disclose, the Board stead-, 
fastly has taken the position that permanent certificates should not 
be issued to the Sak service or ‘feeder line’ carriers for the reason, 


that it is believed that this segment of the industry is yet within the; 
infant stage of its existence; and such being the case, it is the view of, 





CERTIFICATION TO. AIR CARRIERS IN DOMESTIC OPERATIONS 9 


the Board that it is better enabled to observe and control the activities 
of such carriers through the medium of temporary certificates :which 
require the carriers to ‘come forth’ at stated intervals for the purpose 
of renewals, at which time a careful survey of their operations may be 
made. On the other hand, however, the local service carriers maintain 
that should they obtain permanent certificates, they would, inter alia, 
be in a better position to obtain equity capital from local and private 
sources, and thereby be the better enabled to hasten the day when 
subsidy payments by the United States Government no longer would 
be required. These are the contentions with which your Committee 
has been fully apprised, and this Office is not in a position to forecast 
with any degree of certainty the merits of either view. 

“It should be pointed out, however, that notwithstanding the 
carriers’ repeated assertions that their financial! structure is constantly 
being improved, there nevertheless remains the statistical fact that 
subsidies to this class of carriers have constantly been on the upgrade, 
despite the fact that there has been a stupendous increase in their 
route mileage and revenue plane mileage since 1947. Therefore, 
since these figures boldly spell out that there is no indication of an 
immediate end to their subsidy demands, there definitely emerges 
what would appear to be a need for the Congress to determine, as a 
matter of policy, whether it desires a continuation of such service 
which, as now being performed, must of necessity continue to be 
underwritten by the Government.” 

Manifestly, the foregoing observations were motivated to a large 
extent by our interest in the cost to the taxpayers through the need 
or “subsidy” mail rates which were being paid to those carriers. In 
the instant case, however, the bill expressly excludes this feature of 
the ratemaking elements by providing “That authority to engage in 
the transportation of mail pursuant to a certificate of unlimited dura- 
tion granted hereunder shall be limited to the carriage of mail on a 
nonsubsidy basis with compensation restricted to a service rate.” In 
view thereof, we have no recommendation to make with respect to 
the enactment of the bill. 

Sincerely yours, 
Frank H. Weirzet, 
Acting Comptroller General of the United States. 





Orrick OF THE PoOsTMASTER GENERAL, 
Washington, D. C., April 4, 1957. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Drar Mr. CyarrmMan: Reference is made to your request for 
report on S. 1474, a bill to amend section 401 (e) of the Civil Aero- 
nautics Act, as amended. 

The measure would amend section 401 (e) of the Civil Aeronautics 
Act of 1938, as amended (sec. 481 (e) of title 49, United States Code), 
so as to make eligible for permanent certificates air carriers now operat- 
ing under temporary certificates authorizing the holders to engage in 
air transportation of property and mail (but not passengers) within 
the United States, provided that the transportation of mail under 
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such permanent certificates shall be on a nonsubsidy basis with com- 
pensation restricted to a service mail rate. 

The four air carriers covered by the bill, hereinafter referred to as 
cargo carriers, now hold temporary certificates for the transportation 
of property and mail. In proceedings before the Civil Aeronautics 
Board, the Department supported the grant of mail certificates to the 
cargo carriers on a nonsubsidy basis, urging that the services of any 
air carrier certificated by the Board to engage in scheduled cargo 
service should also be made available for the transportation of mail 
by aircraft. 

The Department utilizes the service of all of the cargo carriers for 
the transportation of priority airmail. The services of three are used 
in the transportation of first-class mail as part of the Postmaster 
General’s experimental 3-cent airlift program; the fourth carrier is 
not used because its route does not serve the areas embraced in this 
program. While the scheduled services of the conventional passenger 
air carriers generally provide adequate service for most of the daily 
volume of airmail, advantageous use is being made of the additional 
capacity and schedules of the cargo carriers, both as connecting 
services for onward transportation or as service from origin to desti- 
nation. 

If certificates of unlimited duration are to be issued to the cargo 
carriers for the transportation of property, it is the Department’s 
view that likewise mail certificates should be made permanent on a 
nonsubsidy basis, as proposed in the bill. Accordingly, the Depart- 
ment has no objection to the enactment of this bill. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to the committee. 

Sincerely yours, 
Maurice H. Stans, 
Deputy Postmaster General. 


O 
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Mr. Jounston of South Carolina, from the Committee on the Judici- 
ary, submitted the following 


REPORT 
Together With 
MINORITY VIEWS 


(To accompany S, 1639} 


The Committee on the Judiciary, to which was referred the bill 
(S. 1639) to provide for the suspension of the vesting of alien property, 
and the liquidation of vested property, under the Trading With the 
Enemy Act, having considered the same, reports favorably thereon 
with amendments and recommends that the bill, as amemded, do pass, 


AMENDMENTS 


On page 1, line 5, beginning with the word “property”, strike all 
down to and including the period on line 7, page 2, and insert in lieu 
thereof the following: 


property, no property or any interest therein heretofore 
seized by, transferred to, or vested in the Alien Property 
Custodian under any provisions of the Trading With the 
Enemy Act (50 U.S. C. App. 1), may be sold, exchanged for 
any other property or interest, or disposed of in any other 
manner, except by a return made in conformity with the 
provisions of section 9 or section 32 of such Act. 


Amend the title so as to read: 


A bill to provide for the suspension of liquidation of 
vested property under the Trading With the Enemy Act. 


PURPOSE OF AMENDMENTS 


The purpose of the proposed amendments is to eliminate language 
from the bill which would have prevented further vesting of property 
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under the Trading With the Enemy Act. Such a provision was con- 
sidered unnecessary since the Office of Alien Property has ceased since 
April 17, 1953, to vest property under the act. The subcommittee did 
not desire by the adoption of language in a resolution of this nature 
to restrict the President or such officer or agency as he may direct 
from exercising the powers granted to him by the Trading With the 
Enemy Act in the event of future conflicts. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to halt 
further sale, exchange, or disposition of vested assets unless such dis- 
position is by way of return in conformity with the provisions of 
section 9 (a) and section 32 of the Trading With the Enemy Act. 


STATEMENT 


The Committee on the Judiciary, since the adoption of Senate 
Resolution 245, 82d Congress, through its duly appointed subcom- 
mittee, has been engaged in an examination and review of the admin- 
istration of the Trading With the Enemy Act. The committee and 
its subcommittee, through continuing resolutions of the 83d, 84th, 
and 85th Congresses, are still charged with this responsibility and 
are presently engaged in discharging it. 

It is a matter of public knowledge that the subcommittee appointed 
to examine and review the administration of the Trading With the 
Enemy Act has in each of the last two Congresses proposed in legisla- 
tion that the policy with respect to vested assets be ciated and the 
assets returned, with certain exceptions, to the former owners. ‘This 
proposed change of policy was a considered conclusion of the subcom- 
mittee, reached after hearings of substantial duration in whicii it was 
developed that the present policy confiscating such assets was ill con- 
ceived and unwise. Legislation similar to that reported by the Senate 
Committee on the Judiciary in the 83d and 84th Congresses has egain 
been introduced in the Senate of the United States and hearings on 
such legislation were held on April 4, 5, and 6, 1957. 

The courts have long since decided that these vested assets con- 
stitute property of the United States and under appropriate constitu- 
tional provisions are, therefore, subject to such disposition as the 
Congress shall direct. While there is legislation of confiscatory 
nature on the statute books, enacted during a period when passions 
and prejudices were at their height, a reexaminationof the basic 
premise on which this legislation was based has been subscribed to 
by no less a personage than the present Secretary of State. 

Responsibility of the Congress in the disposal of these assets is 
acknowledged by the statement of the President of the United States 
in his communication to the present Chancellor of Germany, under 
date of August 7, 1954, wherein he stated among other things: 


As you know, the solution of this complex of problems lies 
with the Congress. 


Responsibility of the Congress with respect to vested assets was 
also repeatedly emphasized by the Department of State in its com- 
munications with the Government of Switzerland, under date of Jan- 
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tiary 11, 1957 (State Department Bulletin, vol. XXXVI, No. 923, 
March 4, 1957). jilt . 

Recently, however, the Attorney General announced his intention, 
to sell a portion of the assets of a corporation, although a suit was still 
pending with respect to the authority of the Custodian to continue to 
retain the assets. An injunction was sought by the former owners 
and refused by the district court. An appeal has been noted. While 
the. legality of the action of the Attorney General is being tested in 
thé courts, the propriety of the action is nevertheless subject to con- 
gressional scrutiny. ; : 

The determination of the issue which the President of the United 
States has referred to as ‘‘complex,” is clearly the responsibility of 
the Congress, but the issue is sufficiently complex to enlist the full 
cooperation of the Department of Justice. A sale of a portion of the 
largest single asset held by the Custodian is certainly not calculated: 
to assist the Congress in reaching a final determination. 

Should the Congress, as a result of the hearings scheduled to begin’ 
shortly, determine that a new policy with respect to these vested assets 
should be adopted, then the proposed sale would be inconsistent with, 
and contrary to, such a policy. On the other hand, should the Con- 
gress determine that the present policy should continue to be pursued, 
t en the wisdom of the proposed sale is still suspect in view of the 
pendency of litigation over the legality of the retention of such assets: 

One of the questions proposed by Senate Resolution 245 was whether 
every reasonable and proper effort has been made to maximize the 
funds to be made available to the war claims fund for payment of 
claims of former civilian internees and prisoners of war as well as 
other categories of claimants. Thus, the Senate has created a sub- 
committee and charged it with the responsibility to see that under 
existing law “every reasonable and proper effort” is being made to 
maximize the funds to be made available to the war claims fund. This 
fund is sustained from the amounts realized from the sale of vested 
assets. Any improvident action, therefore, leading to a precipitous 
sale of assets which might result in a diminution of the fund is cause 
for concern to the members of the subcommittee. The subcommittee, 
in line with its responsibilities to the Senate, may desire to examine 
the proposed sale of a portion of a vested property but is circumscribed 
by a deadline since the Attorney General proposes to sell the asset 
on May'13, 1957. 

Adoption of the resolution here proposed would enable the sub-, 
committee to examine thoroughly into the proposed sale and thus 
properly discharge its obligations to the Senate. 

Ordinarily in matters of this nature the ¢ommittee would direct 
a request for postponement to the head of the responsible agency and 
that would suffice. The failure of the Department of Justice to re- 
spond to a prior request of a similar nature by the chairman of the 
subcommittee has persuaded the committee to follow the procedure 
adopted in this bill. Such a request was made over 9 months ago. As 
a matter of fact, the head of that agency has not seen fit even to 
acknowledge either the original or a later request of the chairman 
of the subcommittee for a reply. 

The Committee on the Judiciary, through its subcommittee, is intent 
on executing the duties and responsibilities conferred upon it by the 
Senate. The proposed legislation is needed to aid the committee and 
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its duly constituted subcommittee in the proper discharge of its full 
responsibility. Consequently, the committee recommends enactment 
of the legislation at any early date. 

Attached to this report are the letters directed to the Attorney 
General by the chairman of the subcommittee under dates of July 27, 
1956, and October 8, 1956. 





JuLy 27, 1956, 
Hon. Hersert Browne tt, Jr., 
Attorney General of the United States, 
Department of Justice, Washington, D. C. 


Dear GENERAL BROWNELL: My attention has been called to recent 
press reports, particularly one appearing in the Wall Street Journal 
several days ago, which indicate that the Office of Alien Property 
is working feverishly to liquidate all vested assets under your juris- 
diction seized under the provisions of the Trading With the Enemy 
Act, as amended. 

In view of the provisions of S. 4205, which is framed to meet Presi- 
dent Eisenhower’s objections to the predecessor bill, S. 3423, of the 
83d Congress, and by reason of the fact that Congress is about to 
adjourn, I believe it might be considered an evidence of bad faith if 
& program is expedited to liquidate the remaining assets after ad- 
journment and prior to the commencement of the next Congress. 

hen, the provisions of a like measure to S. 4205 may be considered 
by the Congress. 

Respectfully yours, 
Ourn D. JoxnnsTon, 
United States Senator. 





Unitep States SENATE, 
CoMMITTEE ON THE JUDICIARY, 
SUBCOMMITTEE ON TRADING WITH THE ENEmy Act. 
Washington, D. C., October 8, 1956. 


Hon. Hersert BRowneLt, IJr., 
Attorney General of the United States, 
Department of Justice, Washington, D. C. 

Dear Sir: My files do not indicate the courtesy of a reply to my 
communication to you under date of July 27, 1956, a copy of which I 
am herewith enclosing. 

Very truly yours, 


Ourn D. Jounston. 





MINORITY VIEWS 


We have examined the majority report of the committee on S. 1639; 
As pointed out in that report, this bill relates to “return legislation” 
which has been before the 83d, 84th, and 85th Congresses. Having 
known of the various ‘hearings which have been had before the com- 
mittee since the year 1954, and having given consideration to the 
voluminous testimony which has been given before the committee, we 
are opposed to the passage of S. 1639, and file these minority views in 
order to set out the reasons for such opposition. 

The majority report on S. 1639 states that the purpose of the bill 
is to prevent the further sale or other liquidation of enemy assets 
vested under the Trading With the Enemy Act. The report makes it 
plain that the bill is motivated by the desire to prevent the Attorney 
General from going ahead with his offer for sale of the Government’s 
vested interest in one particular company. Although it is not named, 
we are informed that the company in question is General Aniline & 
Film Corp. The Attorney General has invited bids for approximately 
75 percent of the outstanding stock of that company. 

The Government vested all but a small percentage of the General 
Aniline & Film stock in 1942 on the basis of his finding that it was 
owned or controlled by I. G. Farbenindustrie, the most important 
industrial enterprise in Germany. After the war a Swiss company 
known 2s Interhandel filed a suit in the Federal District Court for 
the District of Columbia seeking return of the vested stock on the 
ground that it was the owner. The suit was dismissed with prejudice 
for failure of Interhandel to comply with the court’s order to produce 
certain documents disclosing true ownership, which were located in 
Switzerland. The lower court was upheld on appeal but the court 
of appeals granted an additional 6 months within which Interhandel 
might produce the documents. The Supreme Court denied Inter- 
handel’s petition for certiorari. Just prior to the end of the 6-month 
period the district court denied a motion for extension of time and in 
due course entered its final order of dismissal with prejudice. Ap- 
peals from these actions have just been denied by the court of appeals. 

Interhandel and certain of its stockholders who have been permitted 
to intervene in its suit in their own right very recently attempted to 
obtain an injunction against the Attorney General’s sale of the stock 
he has offered. The petitions for injunction were promptly denied. 
apne have been taken from the denials but there is no stay of the 
sale. 

Under the Trading With the Enemy Act it is the obligation of the 
Attorney General to liquidate vested property as rapidly as possible 
and turn the proceeds over to the Treasury for deposit in the war 
claims fund, a fund created by the War Claims Act of 1948 for the 
benefit of Americans who have unsatisfied war damage claims. 

S. 1639 admittedly seeks to end the program of liquidating vested 
property pending attempts to pass legislation returning all vested 
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enemy property or the proceeds of its liquidation to former owners. 
Proposed legislation of this type has been before Congress at least 
since 1950. <A great deal of vested property has undoubtedly been 
liquidated in the meantime, yet not until the legal bar to a sale of a 
majority of the General Aniline & Film stock was removed has anyone 
deemed it important to halt further liquidation. It is clear, therefore, 
that S. 1639 seeks to accomplish for Interhandel by a legislative injunc- 
tion what it has been unable to obtain for itself in court after many 
hearings. In offering the stock of General Aniline & Film for sale the 
Government is following a policy established by the Congress and, in 
our opinion, if an established governmental program is to be stopped 
merely because of the introduction of new legislation, or even when 
such a bill was reported out by a committee, then very little would 
ever be accomplished by our Government. We must proceed under 
existing law, not under legislative proposals which can only be acted 
upon in the future. 

As stated earlier, legislation to permit a full or partial return of 
vested assets has been pending before Congress at least since 1950. 
None of the bills providing for return of these assets has been approved 
by the Congress. This legislative history would not seem to suggest 
that a “final determination” was impending. It does suggest that 
the passage of this bill would require continued operation by the 
Federal Government of these business enterprises for years to come. 
We have often heard that the Government should get out of private 
business, but now we are presented with a bill the effect of which is to 
keep the Government in private business indefinitely. 

Despite the obvious importance of this legislation, it was reported 
by the subcommittee to the Judiciary Committee and is now being 
reported by the Judiciary Committee without any hearings being con- 
ducted as to the effect of the bill. The Committee on the Judiciary, 
on March 27, 1957, did request the views of the Department of 
Justice and the Foreign Claims Settlement Commission concerning 
the provisions of this bill, but the committee has not seen fit to wait 
until such views are received before acting upon this legislation. We 
see no reason for such haste, and believe that if hearings had been 
held, or at least the views of the executive departments received, 
serious deficiencies in the bill, as reported, would have been disclosed. 

One of these deficiencies is that the legislation provides no date 
whatsoever on which these properties may be sold. The properties 
are to continue to be administered by the Government until such 
time as the Congress makes a “final determination” with respect to 
the payment of American war damage claims and the disposition of 
alien property. The Trading With the Enemy Act of 1917, as 
amended, already provides for the disposition of such assets, but we 
doubt that the supporters of this legislation would recognize this as a 
final determination. If the present provisions of law are not to be 
regarded as a final determination, it is difficult to determine what 
would constitute a final determination. In addition, as we read the 
proposed legislation, disposition of vested property would be delayed 
not only until it was decided if Congress wanted to change the law 
with respect to the vested assets themselves, but also until provision 
had been made for the payment of American war damage claims. If 
the Congress approved legislation providing for the partial payment 
of American war damage claims, could it be said that such legislation 
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provided a final determination, or would it be necessary for the Con- 
gress to pay such claims in full before a final determination would have 
been reached? 

In addition to the ambiguity inherent in the legislation as reported 
by a majority of the committee, we find other deficiencies which could 
have been disclosed had the bill been the subject of hearings, or had 
opportunity been given the executive agencies mainly concerned with 
this legislation to submit their views. 

Section 34 of the Trading With the Enemy Act, as amended, pro- 
vides for the payment of debt claims of United States citizens from 
properties vested under the act. We want to emphasize that these are 
claims of United States citizens and that these properties, in most 
cases, represent the only security available to these citizens for the 
payment of the debts of former owners of these assets. Since the only 
disposition of vested assets permitted by the legislation as reported is 
the return of assets ;«irsuant to the provisions of sections 9 and 32 of 
the act, it is obvious to us that, pending final determination by the 
Congress, no further debt claims of United States citizens could be 
paid. We see utterly no reason why such a result should be inflicted 
on our own people. 

In addition, section 36 of the Trading With the Enemy Act provides 
for the payment by the Custodian of Federal, State, and local taxes 
applicable to any property or interest vested by the Custodian. We 
find no provision in the bill as reported which would enable the Custo- 
dian to continue the payment of Federal, State, and local taxes as now 
permitted by the Trading With the Enemy Act. Indeed, since, under 
the bill, disposition of the assets may be made only by return in con- 
formity with the provisions of sections 9 and 32 of the act, it would 
seem that the Custodian would be foreclosed from the further payment 
of taxes under section 36. Just why such a restriction should be 
placed on the Custodian is not evident in the bill, nor is it made clear 
in the majority report of the committee. 

We do not mean to infer that if the ambiguity inherent in the 
present proposal and the technical deficiencies were corrected, we 
would favor the legislation. Our opposition is based primarily 
upon the adverse effect which this legislation would have upon the 
rights of American citizens and the administration of vested assets. 
We see no reason why the Government should continue to operate 
private businesses such as these, particularly in view of the fact 
that the former owners, in most instances, have had ample opportunity 
to litigate their contentions that they were entitled to the return of 
their property under the act as it is now constituted. 

We see no reason to benefit the particular persons interested in 
obtaining return of the General Aniline & Film stock by making certain 
that if return legislation is passed they will receive the stock in kind 
rather than its proceeds. If there is a policy which requires that we 
favor them over the many other persons whose former property, both 
great and small in value, has been converted to cash in the past, we 
have not been advised of it. 

The majority report argues that a present sale of the General 
Aniline & Film stock might result in a “diminution” of the war claims 
fund. The basis for this position is not apparent. Whether a better 
price might be obtained as a later time is, of course, a matter of sheer 
speculation. Furthermore, in the past the Department of Justice 
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has refused to accept a highest bid if it was not consistent with the 
value of the property offered for sale. There is no reason to think 
seth would do otherwise in the case of the General Aniline & Film 
stock. 

We have directed our remarks thus far to the General Aniline & 
Film stock, which represents two-thirds of the $150 million of unliq- 
uidated vested assets, since the prevention of its sale is the stated 
reason for the committee’s approval of S. 1639. However, if enacted, 
S. 1639 would prevent the liquidation of $50 million of other vested 
property of various kinds and keep the Government in the business 
of administering it indefinitely. Included in this property is a major- 
ity of the outstanding shares of stock of Hugo Stinnes Corp. which 
are the subject of a registration statement filed with the Securities 
and Exchange Commission in March preparatory to an offering for 
sale. Another asset which would be affected by S. 1639 is the majorit 
stock interest in Spur Distributing Co., of Nashville, Tenn., whieh 
operates a large number of filling stations throughout the southeastern 
part of the United States. The 45 percent of nonvested shares of 
stock in this company are owned by American citizens, one of whom 
has a prewar option to purchase the shares which were vested. Liti- 
gation seeking return of the vested shares has been decided tavorably 
to the Government at the trial stage and is now before an appellate 
court under circumstances preventing sale of these shares. Final judg- 
ment for the Government (which is expected momentarily) will, of 
course, not free the stock for sale if S. 1639 passes. The bill would 
eae indefinitely frustrate the rights of the American option 
holder. 

We are firmly of the opinion that the passage of S. 1639 will greatly 
interfere with the Government in its handling of unliquidated enemy 
property and will adversely affect the rights of American citizens. 
The harm thus engendered by S. 1639 cannot be justified by the benefit 
to be granted to unsuccessful litigants in the Interhandel case who, it is 
hardly necessary to point out, are entitled to no more consideration 
than any other claimants to vested property, past or present. 

We recommend against the enactment of S. 1639. 

Estes KEFrAvUvVER. 

Tos. C. Henninas, Jr. 
JosepH C. O’Manoney. 
M. M. NeEEty. 
ALEXANDER WILEY. 
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PROVIDING THAT THE UNITED STATES HOLD IN TRUST FOR 
THE INDIANS ENTITLED TO THE USE THEREOF THE LANDS 
DESCRIBED IN THE EXECUTIVE ORDER OF DECEMBER 16, 1882, 
AND FOR ADJUDICATING THE CONFLICTING CLAIMS THERETO 
OF THE NAVAHO AND HOPI INDIANS, 


May 1, 1957.—Ordered to be printed 


Mr. Gotpwater, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 692] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 692) to provide that the United States hold in trust 
for the Indians entitled to the use thereof the lands described in the 
Executive order of December 16, 1882, and for adjudicating the con- 
flicting claims thereto of the Navaho and Hopi Indians, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill, as amended, do pass. 

The amendments are as follows: 

(1) On page 1, lines 5 and 6, delete “Indians who are entitled to 
be thereon”’ and insert in lieu thereof ‘‘Hopi Indians and such other 
Indians as heretofore have been settled thereon by the Secretary of 
the Interior’. 

(2) On page 2, line 12, after ‘‘claims” insert “pursuant to such 
Executive order’’. 

(3) On page 2, line 20, delete ‘“‘Any lands” and insert in lieu thereof 
“Lands, if any,”’. 

(4) On page 2, line 23, delete ““Any lands” and insert in lieu thereof 
“Lands, if any,’’. 


(5) On page 3, lines 2 to 8, delete the sentence reading: 
If the court determines that the said Navaho Tribe, Hopi 
Tribe, including any Hopi village or clan thereof, or individ- 
ual Indians have a joint or undivided interest in any part of 
the lands subject to section 1 of this Act, the court shall de- 
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termine the reservation to which such lands shall be added 
as in its opinion shall be fair, just, and equitable. 


(6) On page 3, line 15, after “conflicting” insert “tribal or in- 
dividual’’. 

(7) On page 3, line 17, change the period to a comma and add “or 
to affect the liability of the United States, if any, under litigation now 
pending before the Indian Claims Commission.” 


EXPLANATION OF THE BILL 


The purpose of S. 692 as amended is twofold: 

First, it would declare that the lands (2,472,216 acres) described in 
the Executive order dated December 16, 1882, are held in trust by 
the United States for the Indians entitled to be thereon. Second, it 
authorizes an adjudication by a three-judge district court of the con- 
flicting claims of the Navaho and Hopi Indians to the lands set aside 
by the 1882 Executive order. The litigation will be in the nature of 
a quiet title action. 

The 1882 Executive order set aside the lands “for the use and 
occupancy of the Hopi and such other Indians as the Secretary of 
the lnterior may see fit to settle thereon.” These lands are now com- 
pletely surrounded by the Navaho Reservation, and ever since the 
establishment of the 1882 reservation there has been a dispute be- 
tween the Navaho and the Hopi Tribes as to their respective rights 
on these lands. The Hopi Indians claim that they have exclusive 
use of the 1882 reservation, and the Navaho Indians claim they are 
the “other Indians” whom the Secretary of the Interior has seen fit 
to settle on the lands and that they have valid interests in the 
reservation. 

Although repeated efforts have been made to settle this conflict 
administratively, the situation has become progressively worse. The 
committee does not believe that Congress should attempt to determine 
the merits of this controversy, which is primarily legal in nature. 
Therefore it recommends the passage of this enabling legislation to 
permit the controversy to be litigated in the courts. 

The Navaho Tribe and the Hopi Tribe, through their governing 
bodies, have requested this legislation, and the bill was drafted by the 
attorneys representing the tribes, in consultation with representatives 
of the Department of the Interior. The litigation to determine the 
conflicting interests of the Indians may be started by either tribe, or, 
if they do not take the initiative, by the Attorney General. 


SECTION BY SECTION ANALYSIS OF THE BILL 


Section 1 of S. 692 provides for the conversion of the present 
interests of the Indians under the Executive order of December 16, 
1822, into a trust title, and then authorizes an adjudication of the 
conflicting claims of the Indians who assert those interests. The 
Navaho and Hopi Tribes are authorized to act in the litigation on 
their own behalf and also on behalf of clans, villages, or individuals 
claiming an interest in the lands. This will prevent any question 
arising about the right of the recognized governing body of the tribe 
to represent all component parts of the tribe. 

Section 2 of the bill provides that any lands in which the court 
finds that the Navaho Tribe or individual Navaho Indians have the 
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exclusive interest shall thereafter be a part of the Navaho Reservation, 
and any lands in which the court finds that the Hopi Tribe, village, 
clan, or individual has the exclusive interest shall thereafter be a 
reservation for the Hopi Indian Tribe. Provision is also made in 
section 2 of this bill for the Navaho and the Hopi Tribes, respectively, 
to sell; buy, or exchange land within their reservations with the 
approval of the Secretary of the Interior. By permastting sales or 
exchanges between the two tribes, it will be possible for the Navaho 
and Hopi Tribes to make satisfactory arrangements for any Indians 
displaced by the litigation. 

Section 3 expresses the intent of Congress that nothing in this bill 
is to be construed as a congressional determination prior to adjudica- 
tion of the rights and interests in the lands set aside by the Executive 
order of December 16, 1882, or affect the liability of the United 
States, if any, under litigation now pending before the Indian Claims 
Commission. 

Legislation similar to that proposed in S. 692 was contained in 
S. 4086, 84th Congress, which passed the Senate on July 16, 1956. 
The committee again recommends the passage of this legislation and 
has incorporated all of the amendments suggested by the Department 
of the Interior. 

The favorable reports of the Department of the Interior and the 
Bureau of the Budget on S. 692 follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 7, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.-C. 

Dear Senator Murray: Your committee has requested a report 
on S. 692, a bill to provide that the United States hold in trust for the 
Indians entitled to the use thereof the lands described in the Executive 
order of December 16, 1882, and for adjudicating the conflicting claims 
thereto of the Navaho and Hopi Indians, and for other purposes. 

. a recommend that the bill be enacted if it is amended as suggested 
elow. 

The bill authorizes an adjudication by a three-judge district court, 
with a right of appeal directly to the Supreme Court, of the conflicting 
claims of the Navaho and Hopi Indians to the lands that were set 
aside by Executive order dated December 16, 1882. The litigation 
will be in the nature of a quiet title action. 

The Executive order set aside the lands “for the use and occupancy 
of the Moqui [Hopi] and such other Indians as the Secretary of the 
Interior may see fit to settle thereon.” 

The 1882 reservation is completely surrounded by a reservation 
belonging to the Navaho Tribe. The Hopi Indians claim that the 
1882 reservation was set aside for their exclusive use and that the 
Navaho Indians are unlawful intruders with no right to be there. 
The Navaho Indians claim that they are “other Indians” whom the 
Secretary of the Interior has seen fit to settle on the 1882 reservation, 
within the meaning of the Executive order, and that they have valid 
interests in the reservation. 

This conflict between the Navaho Indians and the Hopi Indians 
has existed since the 1882 reservation was first established, and be- 
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cause of increasing population pressures the conflict has become pro- 
gressively worse. There is no practical way in which the conflict can 

e resolved administratively. This Department has made repeated 
efforts to resolve it, and has adopted from time to time regulations 
governing the use of the area. Because of the nature of the conflicting 
claims of use and occupancy interests, however, the Department can- 
not make a final determination that will be accepted. We believe 
that it is impracticable for the merits of the controversy to be deter- 
mined by legislation, which would mean trying the merits of the case 
before Congress, and that the only practical solution to the problem 
is the enactment of enabling legislation that will permit the contro- 
versy, which is primarily legal in nature, to be litigated in the courts. 

The recognized governing bodies of both the Navaho and the Hopi 
Tribes have asked for such enabling legislation, and the pending bill 
was drafted by the attorneys representing the two tribes, in consul- 
tation with representatives of this Department. 

Section 1 of the bill provides that the Navaho and Hopi Tribes may 
act in the litigation on their own behalf and also on behalf of any 
individual Navaho or Hopi Indians who may claim an interest in 
the land. It would be completely impracticable to allow such indi- 
viduals to appear and be represented separately. The bill also pro- 
vides that the tribes will represent all villages and clans thereof, which 
will prevent any question from arising about the right of the recog- 
— ene body of the tribe to represent all component parts of 
the tribe. 

The litigation to determine the conflicting interests of the Indians 
under the Executive order may be started by either tribe, or, if the 
tribes do not take the initiative, by the Avuorney General. We 
understand that both of the tribes are willing to commence the action. 

Section 2 of the bill provides that (1) any lands in which the court 
finds that the Navaho Tribe or individual Navahos have the exclu- 
sive interest shall thereafter be a part of the Navaho Reservation, 
(2) any lands in which the court finds that the Hopi Tribe, village, 
clan, or individual has the exclusive interest shall thereafter be a 
reservation for the Hopi Tribe, and (3) any lands in which the Navaho 
and Hopi Indians have a joint or undivided interest shall become a part 
of either the Navaho or the Hopi Reservation according to the court’s 
determination of fairness and equity. This provision will assure that 
one or the other of the tribes will have administrative jurisdiction 
over the land in the future, without prejudice, however, to the un- 
divided interests. It also makes it clear that the tribe will have juris- 
diction notwithstanding the fact that its rights may be predicated upon 
the interests of individual members of the tribe. Furthermore, by 
providing that, after interests have been determined under the Execu- 
tive order, the lands that are adjudicated to be Hopi lands will there- 
after be a reservation for the Hopi Tribe, the bill converts the lands 
from an Executive order reservation into a statutory reservation. 

Section 2 of the bill also authorizes either the Navaho or the Hopi 
Tribe to buy, sell, or exchange land within its reservation, with the 
approval of the Secretary of the Interior. This provision will permit 
sales or exchanges between the two tribes in order to take care of the 
needs of any Indians who may be displaced as a result of the litigation, 
or in order to adjust the title to land in one reservation that may be 
occupied by members of the other reservation. The authority is 
restricted to lands that are within the two reservations. 
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Section 3 of the bill provides that none of its provisions shall be 
construed to be a congressional determination prior to ye 
of the rights and interests in the lands set aside by the Executive 
order. Those rights and interests are to be adjudicated on the basis 
of the existing law without any advantage or disadvantage accruing 
from the enactment of the bill. After the adjudication has been 
completed, however, the provisions of section 2 for incorporating the 
lands in one or the other reservation will be effective. 

In order to prevent any inference that Indians have compensable 
legal rights or title to lands in an Executive order reservation (as 
distinguished from a statutory reservation), section 1 of the bill first 
converts the present interests of the Indians under the Executive order 
into a trust title, and then authorizes an adjudication of the con- 
flicting claims of the Indians who assert those interests. By this 
procedure the litigation will involve trust titles that are created by the 
new legislation, rather than noncompensable interests that are held by 
the Indians only at the sufferance of the Government. Inasmuch as it 
is most improbable that the Government would ever want to deprive 
the Indians of these lands, the conversion of their use rights into a trust 
title should present no practical problem. 

The following technical and perfecting amendments are recom- 
mended: 

1. On page 1, lines 5 and 6, delete “Indians who are entitled to be 
thereon” and insert in lieu thereof “Hopi Indians and such other 
Indians as heretofore have been settled thereon by the Secretary of the 
Interior.” 

2. On page 2, line 12, after “claims” insert “pursuant to such 
Executive order”’. 

3. On page 2, line 20, delete “Any lands” and insert in lieu thereof 
“Lands, if any,”’. 

4. On page 2, line 23, delete “Any lands” and insert in lieu thereof 
“Lands, if any,”’. 

5. On page 3, lines 2 to 8, delete the sentence reading “If the court 
determines that the said Navaho Tribe, Hopi Tribe, including any 
Hopi village or clan thereof, or individual Indians have a joint or 
undivided interest in any part of the lands subject to section 1 of this 
Act, the court shall determine the reservation to which such lands 
shall be added as in its opinion shall be fair, just, and equitable.” 
This is an action which the two tribes feel should not be legislated in 
advance of the judicial determination of their rights, and we agree 
with them. 

6. On page 3, line 15, after “conflicting” insert “tribal or individual”. 

7. On page 3, line 17, change the period to a comma and add “or 
to affect the liability of the United States, if any, under litigation now 
pending before the Indian Claims Commission.’”’ This change is in- 
tended to make sure that this act will neither increase nor decrease 
the Government’s liability in pending claims litigation. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Hatrietp CHILSON, 
Assistant Secretary of the Interior. 
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Executive OFrFice OF THE PRESIDENT, 
BurREAU OF THE BUDGET, 
Washington, D. C., March 1, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Senate Office Building, 
Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 692, a bill 
to provide that the United States hold in trust for the Indians entitled 
to the use thereof the lands described in the Executive order of 
December 16, 1882, and for adjudicating the conflicting claims thereto 
of the Navaho and Hopi Indians, and for other purposes. 

The subject legislation is designed to settle a long-standing contro- 
versy between the Navaho and Hopi Indians over the use of certain 
lands set aside by the Executive order cited in the title of the bill. 
Several attempts to resolve this problem by administrative action 
have been unsuccessful chiefly because of the inability to obtain 
support of the respective tribal governments. The approach embodied 
in this bill has been approved by the recognized governing bodies of 
both tribes, and it is our understanding that these groups have agreed 
to recognize any decisions which may result from the procedures 
which would be established should the bill be enacted. 

While legislation along the lines of S. 692 would therefore appear to 
provide a successful method of resolving the conflict, certain aspects 
of the bill raise serious problems of a legal nature which in the opinion 
of this Bureau deserve careful congressional consideration. To this 
end, the views of both the Department of the Interior, which assisted 
in the development of the legislation, and the Department of Justice, 
which is opposed to enactment of the legislation, have been cleared 
without objection for presentation to the House Committee on Interior 
and Insular Affairs in connection with its consideration of H. R. 3789, 
the companion to S, 692. 

Insofar as this Bureau is concerned, you are advised that it would 
interpose no objection to such course of action as the Congress may 
deem appropriate after reviewing the various facts and views pre- 
sented in connection with these two bills. 

Sincerely yours, 
Rospert E. Merriam, 
Assistant Director. 


O 
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AUTHORIZING THE CITY OF ROCK HILL, S. C., TO AC- 
QUIRE TRIBAL LANDS ON THE CATAWBA INDIAN 
RESERVATION, 8S. C, 


May 1, 1957.—Ordered to be printed 


Mr. Morray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 676] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 676) to authorize the city of Rock Hill, S. C., 
to acquire certain tribal lands on the Catawba Indian Reservation, 
S. C., having considered the same, report favorably thereon without 
amendment, and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 676 is to authorize the city of Rock Hill, S. C., 
to acquire by negotiation, approximately 49 acres of tribal lands on the 
Catawba Indian Reservation, S. C. 

The land under consideration is needed by the city as a site for 
the construction of a new sewage-disposal plant that will serve ade- 
quately the needs of present industries and other industries that pro- 
pose to locate in the area, The land is located near the present right- 
of-way for the sewer system. The bill provides that if the city of 
Rock Hill and the representatives of the Indian tribe cannot effect a 
negotiated purchase prior to July 1, 1958, the land can be acquired 
through condemnation proceedings. The bill authorizes the Secretary 
of the Interior to grant to the city of Rock Hill an immediate right of 
entry to the land ‘under consideration pending the completion of the 
sale or condemnation action, providing the consent of the Indians has 
been obtained. 

H. R. 676 provides that the payment or distribution of funds real- 
ized from sale or condemnation proceedings shall not be subject to 
any lien, except for debts owed to the United States or to Indian or- 
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ganizations indebted to the United States and that said funds shall not 
be taxable. 

In 1945 the State of South Carolina purchased some 3,400 acres for 
the Indians and, under existing statute, no part of the Indian trust 
acreage, of which these 49 acres is a part, may be conveyed without 
legislative authority. 

Members of the tribe, feeling they will benefit from increased em- 
ployment opportunities that will be provided by new industries, 
adopted a resolution urging the passage of legislation authorizing this 
conveyance. 

The report from the Department of the Interior dated February 1, 
1957, is as follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 1, 1957. 
Hon. Ciatr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enate: This is a report on H. R. 676, a bill to au- 
thorize the city of Rock Hill, S. C., to acquire certain tribal lands on 
the Catawba Indian Reservation, S. C. 

We recommend that the bill be enacted. 

The sole purpose of the bill is to permit the city of Rock Hill, S. C., 
to acquire approximately 49 acres of land that belong to the Catawba 
Indian Tribe. The bill authorizes the city to acquire the land by a 
negotiated purchase, or, if agreement cannot be reached, by condem- 
nation. 

The land is needed by the city as a site for the construction of a new 
sewage-disposal plant that will serve adequately the needs of present 
industries and other industries that propose to locate in the area. The 
land is located near the present right-of-way for the sewer system. 

The 49 acres are a part of the Freidheim tract, which is part of 
3,434.3 acres that were purchased for the Indians by the State of 
South Carolina at a price of $70,985. In 1945 the State conveyed 
the entire acreage to the United States in trust for the tribe. No part 
of the land may be conveyed without additional legislative authority. 
Of the 49 acres, 17 acres are assigned by the tribe to Mr. Furman 
Harris and the remainder is unassigned. If the land is sold, it will be 
necessary for the tribe to determine whether the assignment of Mr. 
Harris should be canceled without remuneration, whether he should be 
paid for the cancellation of his assignment, or whether he should 
receive an alternative assignment. 

Members of the tribe will benefit from increased employment oppor- 
tunities that will be provided by new industries in the area, and on 
June 23, 1956, the Catawba General Council, in a meeting attended 
by 40 qualified voters, adopted the following resolution: 

‘Now, therefore, be it resolved, That, in view of the benefits that will 
accrue to members of the tribe by enlarging the opportunity of em- 
ployment, the Catawba Tribe, its general council assembled in special 
meeting, hereby consents to the acquisition by the city of Rock Hill, 
S. C., of the tract of land consisting of approximately 47 acres selected 
for this purpose and requests that appropriate legislation be enacted 
to authorize the city of Rock Hill, S. C., to acquire this tract either 
by negotiation or by condemnation proceedings.” 
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At the same time, the general council authorized the executive 
committee of the tribe to act for the tribe in carrying out the reso- 
lution and to negotiate with Mr. Harris for a relinquishment of his 
assignment. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
HATFIELD CHILSON, 
Assistant Secretary of the Interior, 


O 
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PROVIDING FOR DISPOSAL OF CERTAIN PROPERTY IN 
THE COULEE DAM AND GRAND COULEE AREA, WASH- 
INGTON 





May 1, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Inswar Affairs, 
submitted the following 


REPORT 


(To accompany 8S. 1574) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1574) to provide for disposal of certain Federal 
property in the Coulee Dam and Grand Coulee areas, to provide 
assistance in the establishment of a municipality incorporated under 
the laws of Washington, and for other purposes, haying considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 


AMENDMENTS 


The following amendments, proposed by the Department of the 
Interior, are recommended to perfect the bill, which was sponsored 
by Senators Jackson and Magnuson: 

(a) Page 3, line 4, delete the comma at the end of the line. 

(6) Page 3, line 13, delete the comma at the end of the line. 

(c) Page 3, line 21, substitute “lands and improvements” for “‘per- 
sonal and real property”. 

(d) Page 4, line 15, substitute ‘“The land and dwelling unit” tor 
the expression ‘‘Such dwelling unit”’. 

(e) Page 9, line 2, add a new sentence reading: 

Residential property which is not sold under the preceding 
provisions of this subsection shall be open to bids from the 
general public and shall be sold to the highest responsible 
bidder. 

(f) Page 9, line 3, delete “not sold under (1) and property”. 

(g) Page 9, line 6, delete the comma and insert “and land with 
church or hospital improvements thereon,”, 
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(h) Page 9, lines 9-11, delete the entire present “‘except”’ phrase and 
substitute for it— 


except that which is covered by subsections (b), (c) (3), and 
(ce) (1) of this section’’. 
(i) Page 9, lines 20-21, substitute “contiguous” for ‘and without 
none ontiguous areas’, 


(j) Page 10, lines 10-13, delete— 


or, if no priority or preference period is provided herein, 
within one year following the time when such land can be 
first purchased hereunder 


(k) Page 12, line 22, insert after the word “section’’, the words— 


or property sold to the first taker from the general public 
under subsection (h) of this section or by negotiated sale 
under subsection (c) (3) of this section 


One additional amendment, also proposed by the Department of 
the Interior, is recommended. Its purpose is to enable the Secretary 
of the Interior to prevent abuse of certain privileges such as the one 
that would be available to a tenant-occupant of a Government-owned 
residence to assign his priority for purchase of the residence to a person 
who contracts to lease the property back to him. This amendment 
is to add the following sentence at the end of the second paragraph of 
subsection 3 (b) (1), at page 5, line 5: 


Assignments under this paragraph shall be subject to such 
gener ral rules and regulations as the Secretary may prescribe, 
including denial, in any instance where the Secretary in his 
judgment finds it proper, to the assignee concerned, or his 
successors, assigns, or legal representatives, of any discount 
in or rebate of the purchase price to which such person or 
persons would otherwise be entitled under this Act. 


PURPOSES OF THE BILL 


The principal purposes of S. 1574 are: 

(1) Facilitating the early incorporation of the town of Coulee Dam 
under the laws of the State of Washington in order that the United 
States may withdraw from municipal administration. 

(2) (a) Authorizing the disposal of residential and other properties 
by the Secretary of the Interior with preference to occupants at prices 
based on a fair market appraisal which will recognize the value of 
existing municipal improvements. 

(6) Authorizing the Secretary, if private financing with FHA- 
insured loans is not available to priority purchasers, to accept a down- 
payment and extend time for payment of the balance. In the case 
of residential properties, the terms will be not more favorable than 
those available under the National Housing Act. 

(3) Providing for transfer of municipal facilities and limited finan- 
cial assistance to the town of Coulee Dam and to Grand Coulee. 

(4) Recognizing the need for equitable space-heating power rates 
and assisting in obtaining adequate sewage disposal facilities for both 
Coulee Dam and Grand Coulee. 

The two communities, Coulee Dam and Grand Coulee, in the State 
of Washington, are intimately associated with the construction and 
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operation of the Grand Coulee Dam, powerplant, and pumping 
plants. ‘These key features of the Columbia Basin project have the 
dual function of supplying the irrigation water to the million acre 
project, and generating electric power that is an important element of 
the Bonneville Power Administration supply for agriculture and indus- 
try throughout the Northwest. These facilities represent a Federal 
investment of more than $300 million. 

Coulee Dam and Grand Coulee came into existence as a result of 
the project construction beginning in 1934. Thousands of men were 
engaged in this task for about 15 years, and these towns were the 
place where most of them lived. Coulee Dam was the Government 
camp for Bureau of Reclamation and contractors’ personnel; Grand 
Coulee was the private development. From that initial development, 
the locality has now settled into a stable area. With substantial 
completion of the dam, powerplant, pumping plant and the appur- 
tenant works, construction personnel have been greatly reduced in 
numbers, and the main project headquarters has been moved to 
"Ephrata which is more accessible to the irrigation division. The 
permanent Government force for operating the dam and related 
works has stabilized at around 400. There is a considerable addi- 
tional number of people, not Government employees, who are engaged 
in servicing the many thousands of visitors to the dam. In addition, 
these towns provide an important commercial and social center for 
the general area. 

It is, of course, of prime importance to the Government that these 
communities continue to function as wholesome and attractive com- 
munities suitable as residences for the personnel essentia] to the care 
and operation of the $300 million plant, as well as to care for the 
hundreds of thousands of persons who visit the installation each year. 
Both communities are willing to accept this responsibility as soon as 
certain difficulties have been removed. 

These obstacles to local self-support and self-government of the 
two communities exist because of the special circumstances surround- 
ing the origin and early development of the towns. In Coulee Dam, 
for example, virtually all of the real estate is Government-owned and 
therefore tax-exempt. In order for the town to be self-supporting, it 
is necessary for real estate to be in private ownership. There are a 
number of other comparable problems to work out at Coulee Dam, 
and certain other problems at Grand Coulee that also developed as 
a result of project conditions. 


NO EXTRA COST TO THE ‘GOVERNMENT 


Testimony at the hearing brought out that enactment of S. 1574 
will result in no costs to the Government additional to expenses under 
existing administration. The financial assistance to Coulee Dam in 
becoming an independent municipality, limited to $80,000, is small in 
comparison with relieving the Government of the responsibility for 
town administration which now requires the services of 25 employees. 
Similarly the financial contribution to the costs of an adequate sewage 
disposal plant, limited in the bill to not to exceed $130,000 is no more 
than the expense that would have to be incurred for protection of the 
project. 

Conversely, enactment of S. 1574 provides assurance that costs of 
this character will terminate. After the specific and limited allow- 
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ances provided in S. 1574, the Government will be relieved of any 
further financial responsibility to these two communities. 


PUBLIC HEARING HELD 


A hearing was held on the bill on April 10 at which all witnesses 
favored the bill. 
EXECUTIVE CORRESPONDENCE 


The letter of March 26, 1957, from the Assistant Secretary of the 
Interior, and the letters of March 29, 1957, and July 2, 1956, from the 
Assistant Director of the Bureau of the Budget, are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 26, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: You have requested an expression of the 
views of this Department on S. 1574, a bill to provide for the disposal 
of certain Federal property in the Coulee Dam and Grand Coulee 
areas, to provide assistance in the establishment of a municipality 
incorporared under the laws of Washington, and for other purposes. 

We recommend that.S. 1574 be enacted with certain revisions here- 
inafter discussed. a 

The 84th Congress had before it two bills (H. R. 1803 and H. R: 
10338) dealing with the same Subject as S. 1574. Our reports on those 
bills contain much information which will be of value in your con- 
sideration of S. 1574, particularly with respect to the origin of the bill 
and the various changes that have been made since the time the 
original version was drafted. We request that those reports, copies 
of which are attached, be considered in connection with this one. 

The principal purposes of S. 1574 are these: 

(1) Facilitating the early incorporation of the town of Coulee Dam 
under the laws of the State of Washington in order that the United 
States may withdraw from municipal administration. 

(2) (a) Authorizing the disposal of residential and other properties 
by the Secretary of the Interior with preference to occupants at prices 
based on a fair market appraisal which will recognize the value of 
existing municipal improvements. 

(6) Authorizing the Secretary, if private financing with FHA- 
insured loans is not available to priority purchasers, to accept a down- 
payment and extent time for payment of the balance. In the case of 
residential properties, the terms will be not more favorable than those 
available under the National Housing Act. 

(3) Providing for transfer of municipal facilities and limited finan- 
cial assistance to the town of Coulee Dam and to Grand Coulee. 

(4) Recognizing the need for equitable space-heating power rates 
and assisting in obtaining adequate sewage disposal facilities for both 
Coulee Dam and Grand Coulee. 

A section-by-section analysis of the bill follows: 

Section 1 of the bill states its purposes and describes the lands 
included in the town area. This description does not purport to show 
precisely the area that is likely to be incorporated. 
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Section 2 deals generally with the authority of the Secretary of the 
Interior to dispose of real and personal property in the Coulee Dam 
and Grand Coulee areas. 

Section 3 deals with the manner of disposal, priority of purchasers, 
and terms of sale of the various Federal properties which are to become 
private property in the Coulee Dam area. Although this section 
needs certain clarifying amendments hereafter set out, its subsections 
(b)-(f), inclusive, appear to establish the following categories of 
property with the priorities indicated under each: 


A. Improved property—residential (subsection (b)): 
1. Tenant of the United States who occupies the dwelling unit 
or, under certain conditions, his assignee. 
2. Tenants of the United States in Federal housing in the 
Coulee Dam area and persons eligible to become such tenants. 
3. The highest responsible bidder. 
B. Improved property—nonresidential (Government improvements) 
(subsecs. (d) and (f)): 
1. Tenant of the United States who occupies the property. 
2. Persons leasing property from the United States in the 
Coulee Dam area for commercial purposes. 
3. The highest responsible bidder. 
C. Improved property—nonresidential (private commercial improve- 
ments) (subsec. (c) (1), (2), and subsec. (f)): 
1. The owner of the improvement. 
2. Persons leasing property from the United States in the 
Coulee Dam area for commercial purposes. 
3. The highest responsible bidder. 
D. Improved property—nonresidential (churches and hospitals) (sub- 
sec. (c) (1), (3)): 
1. The owner of the improvement. 
2. Other prospective purchasers. 
E. Unimproved property—zoned residential (subsec. (e) (1)): 
1. Tenants of the United States in Federal housing in the 
Coulee Dam area and persons eligible to become such tenants. 
2. The highest responsible bidder. 
F. Unimproved property—zoned nonresidential (subsec. (e) (2) and 
subsec. (f)): 
1. Persons leasing property from the United States in the 
Coulee Dam area for commercial purposes. 
2. The highest responsible bidder. 


The priority purchasers in each of these categories are, under the 
terms of the bill, authorized to purchase at appraised value less 
certain discounts established under subsection (j). The bill incor- 
porates various provisions to guard against the same person’s exercising 
multiple priorities. 

Provision is made in subsection (b) whereby a tenant-occupant of a 
Government-owned residence who wishes to continue to rent the 

roperty instead of purchasing it may assign his priority to a person who 
as entered into a valid contract to lease the property back to him. 
In addition, the Secretary would be authorized to permit other assign- 
ments where fair and equitable. These provisions originated with the 
Coulee Dam Advisory Council, its justification being that it would 
rovide assurance that essential employees in the town area would not 
e unsettled, should they not desire or not be able to purchase the 
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houses they occupy. Whether there will be any practical need for 
this provision is, of course, problematical. We do not foresse that it 
would necessarily offer any difficulties to the administration of the 
disposal provisions of S. 1574. However, the Secretary should be 
in a position, if necessary, to prevent any abuse of this right. We 
recommend, therefore, that the following sentence be added at the end 
of the second paragraph of subsection 3 (b) (1), viz., at page 5, line 5: 

“Assignments under this paragraph shall be subject to such general 
rules and regulations as the Secretary may prescribe, including denial, 
in any instance where the Secretary in his judgment finds it proper, to 
the assignee concerned, or his successors, assigns, or legal representa- 
tives, of any discount in or rebate of the purchase price to which such 
person or persons would otherwise be entitled under this act.” 

Subsection (a) of section 3 provides that land which is occupied 
by Government improvements at the time of sale shall be sold with 
the improvements in place. Subsection (g) provides for the separate 
sale of improvements after the lapse of a year from the expiration 
of the time given for priority purchases. It is the understanding of 
this Department that neither of these subsections will prevent the 
separate sale and the removal of improvements prior to the time when 
the land is first offered for sale. In fact, such removal is clearly con- 
templated by subsection (e) which deals with “land in the town area 
which has not been improved or from which the improvements have 
been removed * * *.” 

Subsection (h), in effect, forbids the sale of any property at less 
than.appraised value, but permits negotiated sales at or above that 
figure in the event all bids received at public sale are less than that 
amount or no bids are received. 

Subsection (i) deals with financing of the purchase price of the 
property. It provides, in substance, that purchasers must attempt 
to secure private financing, but permits financing by the Secretary of 
the Interior in the case of certain priority purchasers if private 
financing is impossible. A survey indicates that purchasers are not 
likely to find private lending institutions willing to lend money on the 
temporary housing in Coulee Dam. These circumstances could be 
insurmountable obstacles to the attainment of the primary objectives 
of the legislation. It is for this reason that provision is made for 
financing sales by the Secretary. Much the same organization as 
that now being employed to finance the sale of irrigation farm units 
on the Columbia Basin project would be used for this purpose. Under 
the bill Government financing of lots occupied by Government dwell- 
ing units would be on no more favorable terms to the purchaser than 
those available under FHA-insured mortgage financing. 

It may be found necessary for the United States to retain a limited 
number of housing units for a period after enactment of the bill. 
Indications are that approximately 15 units will be required in order 
to give a small measure of leeway for employment adjustments during 
this period. It is believed that such a period would not extend beyond 
1 year after incorporation of Coulee Dam. The bill has sufficient 
flexibility to enable this to be accomplished. 

Subsection (j) provides that in all sales of property under section 
3, except public sales, there shall be allowed a discount of 5 percent 
of the appraised value. In addition, the purchasers, or their successors 
or assigns, would be granted a discount or rebate of 10 percent of the 
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appraised value, provided that the municipality achieved incorpora- 
tion within 4 years of the date of enactment of the bill. The provision 
in subsection (i) for financing of property purchases by the Secretary 
under certain circumstances is understood by this dpartapad to 
mean an immediate cash payment of 10 percent of the appraised value 
minus the discount or discounts applicable at the time. Our under- 
standing is similar with respect to the meaning of the phrase ‘“‘less 
applicable discounts” that appears elsewhere in the bill. 

While we recognize that subsection 35a of the Atomic Energy 
Community Act of 1955 (69 Stat. 471, 474) allows a discount of at 
least 15 percent to priority purchasers of housing property in the 
affected communities, we question whether the 5 percent discount 
which S. 1574 would grant over and above the 10 percent discount 
for prompt incorporation is warranted. 

Section 4 would amend the National Housing Act by authorizing 
the Federal Housing Administrator to insure mortgages executed in 
connection with the sale of Government housing at Coulee Dam. 
This provision, it is hoped, will facilitate the obtaining of private 
loans for purchasers of this housing. 

Section 5 would provide for the determination of the appraised 
values of Government property disposable under section 3 by an 
appraiser or appraisers designated by the Administrator of the Hous- 
ing and Home Finance Agency. After 5 vears the authority to make 
reappraisals would pass to the Secretary of the Interior. This section 
points up the fact that, while various municipal facilities are to be 
transferred to the town without cost, the Government’s investment 
therein will be returaed to the extent it is reflected in the appraised 
value of the properties. 

Section 6 would authorize the Secretary to transfer to Grand 
Coul: and, if it is incorporated within 4 years from the date of the 
act, to Coulee Dam municipal-type property and facilities, including 
utilities, not needed for Federal purposes. The Secretary would also 
be authorized to transfer school properties to the appropriate school 
district and certain highway improvements to the State of Washington. 

Section 7 proposes two ty pes of payments to be charged to proceeds 
from property sales under section 3: 

(1) A total of not more than $130,000 would be made available for 
expenditure in connection with sewage disposal in, and in the immedi- 
ate vicinity of, the towns of Coulee Dam and Grand Coulee. Of this 
amount, not more than $30,000 would go to Coulee Dam and not 
more than $100,000 to Grand Coulee. 

It is important to provide for chlorination of sewage effluent for 
Coulee Dam in order to meet the requirements of the Washington 
State Pollution Control Commission. This would be in keeping with 
similar action being taken by cities upstream from the dam. Certain 
project facilities will continue to use this sewer system on both sides 
of the river after the town is incorporated. Except for this sum, it is 
not proposed that there be any expenditure for rehabilitation of 
facilities to be transferred to the town pursuant to section 6. 

The $100,000 available as a grant to Grand Coulee would be used 
for its construction of a sewage-disposal facility (the present cost 
estimate of which is about $75,000) and the covering of an open ditch 
which runs through the town parallel to the highway. This provision 
is aimed suinetisidly at the correction of a bad situation created by the 
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emptying of the town’s sewage into the diked-off Crescent Bay above 
thedam. The breaking of the dike could create a problem of concern 
to the area and even to the project. Although pressure has been 
exerted on the town by Federal health authorities, it is clear that the 
town does not have the financial resources to provide a sewage- 
disposal facility. In this circumstance, it appears appropriate that 
the United States, using proceeds from the property sales, assume the 
responsibility for assisting in rectifying this situation. Such an 
action is further justified by the fact that Grand Coulee also serves 
project needs in furnishing housing to construction workers and 
Government employees. The ditch, which was constructed by the 
Bureau of Reclamation to remove drainage from the north dam of the 
equalizing reservoir, is an unsightly hazard and restricts access to 
business property. 

(2) Payment of $80,000 to enable the new municipality of Coulee 
Dam to meet the expenses incident to incorporation and the begin- 
ning of municipal operations would also be authorized. This would 
offset the lag in the receipt of tax revenues and furnish funds for the 
town’s current expense budget until replacement of temporary build- 
ings by permanent buildings increases the property-tax base, a nor- 
mal increase in the number of businesses increases the business occu- 
pation tax, and the population increase following incorporation in- 
creases the State-collected-locally-shared taxes and increases utility 
revenues without appreciably increasing utility expense. Payment 
of the $80,000 would be made in installments over a 3-year period. 
Payments would be scheduled as follows: (1) $44,000 on incorpora- 
tion, (2) $21,000 1 year thereafter, and (3) $15,000 2 years there- 
after. In accordance with subsection 9 (a) the second and third of 
these payments could be made only after specific appropriation by 
Congress. To be eligible for any of the payments under subsection 
7 (b), the town would have to incorporate within 4 years after the 
date of the act. 

Subsection (c) of section 7 covers a matter that could be met, it is 
believed, without additional legislation. It is intended to carry out 
on a modified basis the recommendation of the Shipman report with 
respect to rates for electric energy in the vicinity of the dam. It is 
the general policy of this Department not to establish special rates 
of the kind here proposed, but there are circumstances that have 
justified a special rate in Coulee Dam because of the character of 
original construction and heating installations. Some of these 
factors are present also in the Grand Coulee service area. Heatin 
installations at Coulee Dam are electric throughout. Electrica 
heating under normal rates is, of course, more expensive than other 
methods of heating, but it was installed originally in the town because 
it was the means most readily available and the most economical in 
the circumstances. To require the residents to pay standard rates 
for electric energy when their houses are heated by such means would 
work a great hardship on them. To require them at this time to 
install other methods of heating would impose a heavy burden. If 
ordinary rates were charged, it would probably be necessary to have 
some form of Government subsidy. Therefore, as an exception to 
our usual policy, it is proposed to meet this situation for a limited 
period of time; but it is felt desirable to have the exception made 
with congressional approval as here proposed. Subsection 7 (c) 
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would give the Secretary of the Interior discretion in establishing 
rates, as long as they were at least at cost. It is expected that the 
low rates under this subsection would be extended to municipalities 
to cover electric heating requirements based upon housing heated by 
electricity at the date of incorporation of the town of Coulee Dam. 

Section 8’s purpose is to make property of the United States which 
is sold under conditional sales contracts taxable. A similar method of 
handling this problem was provided in the sales of settlement lands 
under subsection 5 (c) of the Columbia Basin Project Act (16 U.S. C., 
sec. 835-1 (c)). 

Section 9, subsection (a), establishes the procedure whereby funds 
are made available for the purposes described therein. Subsection 
(b) provides that the transfer of property to non-Federal ownership 
under the proposed legislation should not become the basis for elimina- 
tion of any reimbursable costs of the Columbia Basin project. This 
is of primary significance with respect to the transfer of property 
to non-Federal entities under section 6. Net proceeds of sales of 
property under the proposed legislation would, of course, be credited 
to the project. 

It is anticipated that the gross proceeds from the sale of property 
will amount to approximately $1 million over a period of 5 to 7 years. 
As heretofore stated, $130,000 of this amount will be used principall 
for facilities for proper disposal of sewage to meet public healt 
standards; $80,000 will be made available for assisting Coulee Dam in 
financing its operations for the first 3 years after incorporation; and 
the remainder, after deducting the expense relating to the sale of 
property, will be returned to the reclamation fund to reduce the 
capitalization of the Columbia Basin project as a whole. 

Section 10 provides that transfers of Federal property under the 
act shall not impair rights under existing leases. 

Section 11 contains general authority for the implementation of 
other provisions of the bill. 

The following amendments are recommended to perfect the bill: 

(a) Page 3, line 4, delete the comma ‘at the end of the line. 

(b) Page 3, line 13, delete the comma at the end of the line. 

(c) Page 3, line 21, substitute “lands and improvements” for ‘‘per- 
sonal and real property’’. 

(d) Page 4, line 15, substitute “The land and dwelling unit” for the 
expression “Such dwelling unit”. 

(e) Page 9, line 2, add a new sentence reading: 

“Residential property which is not sold under the preceding provi- 
sions of this subsection shall be open to bids from the general public 
and shall be sold to the highest responsible bidder.” 

(f) Page 9, line 3, delete “not sold under (1) and property”. 

(g) Page 9, line 6, delete the comma and insert “and land with 
church or hospital improvements thereon,’’. 

(h) Page 9, lines 9-11, delete the entire present “except” phrase 
and substitute for it ‘except that which is covered by subsections (b), 
(c) (3), and (e) (1) of this section’’. 

(i) Page 9, lines 20-21, substitute “contiguous” for “and without 
non-contiguous areas’’. 

(7) Page 10, lines 10-13, delete “or, if no priority or preference 
period is provided herein, within one year following the time when 
such land can be first purchased hereunder’. 
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(k) Page 12, line 22, insert after the word “‘section’’, the words ‘‘or 
property sold to the first taker from the general public under subsec- 
tion (h) of this section or by negotiated sale under subsection (c) (3) of 
this section’’. 

The Bureau of the Budget has advised that, while there would be no 
objection to the submission of this report to your committee, it believes 
that the proposed $100,000 grant to Grand Coulee should be handled 
as a long-term loan. It also looks with disfavor on the 5 percent dis- 
count provision in subsection 3 (j). A copy of the Bureau of the 
Budget’s letter to us of March 21 on H. R. 3389 is attached at its 
request. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 





Executive OrricE oF THE PRESIDENT, 
BurREAU OF THE BupGET, 
Washington, D. C., March 21, 1957. 


The honorable the SecreTarRy oF THE INTERIOR. 
(Attention Mr. Theodore F. Stevens, 6041 Interior Building.) 


My Dear Mr. Secretary: This is in reply to Acting Secretary 
Chilson’s letter of March 1, 1957, transmitting copies of a report 
which the Department of the Interior proposes to present to the 
chairman of the House Committee on Interior and Insular Affairs 
with respect to H. R. 3389, a bill to provide for the disposal of certain 
Federal property in the Coulee Dam and Grand Coulee areas, to 
provide assistance in the establishment of a municipality incorporated 
under the laws of Washington, and for other purposes. 

The full views of the Bureau of the Budget on H. R. 10338, 84th 
Congress, an identical bill to H. R. 3389, are contained in our letter 
of July 2, 1956, to the chairman of the House Committee on Interior 
and Insular Affairs. A copy of that letter was furnished you on the 
same date. 

There would be no objection to the submission of the Department’s 
proposed report to the Congress. Subject to consideration being 
given to the views of the Bureau of the Budget as set forth in the 
letter of July 2, 1956, enactment of this legislation is recommended. 

It will be appreciated if a copy of this letter accompanies your 
report to the Congress. 

Sincerely yours, 
Rocer W. Jones, 
Assistant Director for Legislative Reference. 





Executive OFrricre oF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., July 2, 1956. 
The honorable the Srcrerary oF THE INTERIOR. 
(Attention Mr. Elmer F. Bennett, 6041 Interior Building.) 

My Dear Mr. Sscrerary: This is in reply to Assistant Secretary 
Aandahl’s letter of May 10, 1956, transmitting copies of a report 
which the Department of the Interior proposes to present to the 
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chairman of the House Committee on Interior and Insular Affairs 
with respect to H. R. 10338, a bill to provide for the disposal of cer- 
tain Federal property in the Coulee Dam and Grand Coulee areas, 
to provide assistance in the establishment of a municipality incorpo- 
rated under the laws of Washington, and for other purposes. 

The Bureau of the Budget’ is substantially in agreement with the 
views expressed in your proposed report except as concerns the 
financing of certain works for the town of Grand Coulee. 

Subsection 7 (a) would authorize the expenditure of $100,000 to 
provide sewage disposal facilities for the town of Grand Coulee and 
to cover an open drainage ditch in the town of Grand Coulee. The 
Bureau of the Budget stated its views with respect to authorizing 
expenditures to provide facilities for the town of Grand Coulee in our 
letter of May 20, 1955, on H. R. 1803, a copy of which is included 
among the enclosures to your proposed report. 

While there would be no objection to the Department submitting 
whatever report is deemed appropriate, you may wish to give consid- 
eration to modification of your proposed report in view of our com- 
ments. A copy of our letter to the committee on this bill is enclosed. 

Sincerely yours, 
Rocer W. Jonzs, 
Assistant Director for Legislative Reference. 





Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., March 29, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuartrman: This is in response to your letter of 
March 15, 1957, requesting the views of the Bureau of the Budget 
with respect to S. 1574, a bill to provide for the disposal of certain 
Federal property in the Coulee Dam and Grand Coulee areas, to pro- 
vide assistance in the establishment of a municipality incorporated 
under the laws of Washington, and for other purposes, 

The Bureau of the Budget’s views on an identical bill, H. R. 10338, 
84th Congress, are contained in our letter of July 2, 1956, to the 
chairman of the House Committee on Interior and Insular Affairs, 
copy attached. 

Subject to consideration being given to our comments in the afore- 
mentioned letter, the Bureau o the Budget favors enactment of this 
legislation. 

Sincerely yours, 
Rosert E, Merriam, Assistant Director, 
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Executive Orrice oF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington, D. C., July 2, 1956, 
Hon. Criarr ENGLE, 
Chairman, House Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuairman: This is in response to your letter 
requesting the views of the Bureau of the Budget with respect to 
H. R. 10338, a bill to provide for. the disposal of certain Federal 
property in the Coulee Dam and Grand Coulee areas, to provide 
assistance in the establishment of a municipality incorporated under 
the laws of Washington, and for other purposes. 

The bill would authorize the Secretary of the Interior to dispose of 
certain Federal properties in the towns of Coulee Dam and Grand 
Coulee and nearby areas. Residential and business properties would 
be sold at appraised value less purchase and incorporation incentives 
with first priority being given to tenants and second priority to others 
entitled to reside in the municipality of Coulee Dam. Any property 
remaining would be sold to the highest bidder at a price not e than 
appraised value. A purchase incentive consisting of a 5 percent 
reduction from appraised value is offered to priority purchasers. 
Incentives for incorporation of both Coulee Dam and Grand Coulee 
within 4 years following the date of the act are offered by providing 
for rebates in the amount of 10 percent of the appraised value on 
properties sold to priority purchasers under the act, by transfer of 
certain municipal facilities to the municipalities, and by financial 
assistance to the town of Coulee Dam. The bill provides that pro- 
ceeds from sales of property may be used (1) for expenses of disposal 
of Federal property under the act, (2) for payment of $100,000 to the 
town of Grand Coulee for construction of sewage disposal facilities 
and betterment of a drainage ditch, and $30,000 to the town of Coulee 
Dam for construction and/or improvements of sewage disposal and 
drainage facilities, and (3) for other payments to the town of Coulee 
Dam. Proceeds in excess of ‘amounts required for these purposes 
would be covered into the reclamation fund. 

The Bureau of the Budget believes that the two provisions of H. R. 
10338 discussed below are of questionable desirability and recommends 
that consideration be given to their amendment or deletion. 

Subsection 3 (j) would provide a 5 percent discount below appraised 
value to priority purchasers. ' It would appear that this discount is 
not required in order to encourage purchases of properties to be sold 
under the act and it would not serve any other Federal purpose. 
While the economy of the town of Coulee Dam is largely dependent 
upon operation of Coulee Dam, the situation is not readily comparable 
with towns. disposed of under the Atomic Energy Community Act of 
1955 (69 Stat. 471, 474), in which a purchase incentive was provided 
to priority purchasers. The extent of operations on which the economy 
of the later municipalities depend may fluctuate with changes in mili- 
tary nuclear requirements. On the other hand, the economy of the 
town of Coulee Dam, dependent as it is upon the operation and main- 
tenance of the multiple-purpose Columbia Basin project, would appear 
to be relatively stable and secure from such fluctuations. Accord- 
ingly, the Bureau of the Budget believes that a 5 percent discount to 
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priority purchasers would be an unwarranted windfall from the Federal 
Government. 

Subsection 7 (a) would authorize expenditure of proceeds derived 
from sales of properties under the act in an amount not to exceed 
$100,000 for work in connection with the disposal of sewage from the 
city of Grand Coulee and betterment work on the existing open drain 
along the north side of the highway through this city. _The views of 
the Bureau of the Budget on a similar provision in H. R. 1803 were 
set forth in a letter dated May 20, 1955, to the Secretary of the In- 
terior. Copies of this letter were forwarded to your committee with 
the Secretary’s report dated July 7, 1955, on H. R. 1803 and will be 
attached to the report which he proposes to submit to your committee 
on H. R. 10338. The Bureau of the Budget still believes that either 
of the two alternatives discussed in our letter of May 20, 1955, would 
be preferable to subsection 7 (a) of H. R. 10338. 

Subject to consideration being given to the foregoing comments, the 
Bureau of the Budget favors enactment of this legislation, 

Sincerely yours, 
Rosert E. Merriam, 
Assistant to the Director. 
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85TH CoNGRESS SENATE Report 
1st Session No. 268 


PERMITTING THE SECRETARY OF THE INTERIOR TO CONTINUE 
TO DELIVER WATER TO LANDS IN THE HEART MOUNTAIN DIVI- 
SION, SHOSHONE FEDERAL RECLAMATION PROJECT, WYOMING 


May 1, 1957.—Ordered to be printed 


Mr. O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany S. J. Res. 79] 


The Committee on Interior and Insular Affairs, to whom was 
referred the joint resolution (S. J. Res. 79) to permit the Secretary of 
the Interior to continue to deliver water to lands in the Heart Moun- 
tain division, Shoshone Federal reclamation project, Wyoming, havin 
considered the same report favorably thereon without amendment an 
recommend that the joint resolution do pass. 

The text of the joint resolution sponsored by Senators Barrett and 
O’Mahoney, is as follows: 


Resolved by the Senate and House of Representatives of the 
United States of America in Congress assembled, That pending 
completion of a repayment contract the Secretary of the In- 
terior is authorized to continue to deliver water to the lands 
in the Heart Mountain division, Shoshone Federal reclama- 
tion project, Wyoming, during the calendar years 1957 and 
1958, as under the provisions of section 9, subsection (d) (1), 
of the Reclamation Project Act of 1939 (53 Stat. 1187, 1195, 
43 U.S. C. 485h (d)) but without regard to the time limita- 
tion therein specified. 


PURPOSE OF RESOLUTION 


The resolution has for its purpose authorization to permit the 
Secretary of the Interior to continue to deliver irrigation water to the 
lands of the Heart Mountain division, Shoshone (Wyoming) reclama- 
tion project during the 1957 and 1958 irrigation seasons. Under 
reclamation law, the Secretary is without authority to deliver water to 
& portion of the division lands due to delay in consummation of a re- 
payment contract through unavoidable circumstances, 
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REQUIREMENT FOR LEGISLATION 


Reclamation law provides that except during the development period 
fixed by the Secretary of the Interior, water may not be delivered for 
the irrigation of lands until a repayment contract has been executed. 
A repayment contract with the Heart Mountain division has been 
under negotiation but has not yet been executed. The development 
period for this division has been fixed at 10 years, the maximum per- 
mitted under reclamation law. 

The first public notice, opening 83 farm units of this division, was 
dated October 3, 1946, and therefore the 10-year development period 
for this group of units has expired. Additional farm units in this 
division were opened in July 1947 and April 1949, making a total of 237 
units in the division. 

The heart Mountain Irrigation District covering about 21,000 acres 
of the Heart Mountain division was established on July 17, 1953. 
During the past year negotiations with the district have been underway 
with a view of reaching agreement on a repayment contract. The 
committee understands that agreement between the Bureau of Recla- 
mation and the district is near. However, the contract must be voted 
on by the district and will require approval by Congress prior to its 
execution since the repayment period will exceed the permissible limits 
of reclamation law. The additional time provided by this legislation 
is necessary to complete these actions. 

Generally speaking, the committee looks with disfavor on legisla- 
tion of this character but realizes there are special circumstances which 
operated against earlier formation of an irrigation district, including 
settlement problems for veterans and changing agricultural econonic 
conditions over which the settlers have no control. Delivery of water 
is essential to the maintenance of the 200 farm units carved out of 
sagebrush by the labor of the settlers and, under the circumstances, 
the extension provided in Senate Joint Resolution 79 is recommended. 

The Heart Mountain division of the Shoshone project was brought 
into existence at the conclusion of World War II by turning a war 
relocation camp into a reclamation development that is a credit to 
the program. Because of high construction costs and other factors, 
it is obvious that the construction charges cannot be repaid within 
the 40-year period fixed by reclamation law, plus the 10-year develop- 
ment period. Therefore, special legislation will be necessary, approv- 
ing a contract with a much longer repayment period. 


INFORMATION REQUESTED FROM THE DEPARTMENT 


The Heart Mountain division is located in the Missouri River Basin. 
It receives its irrigation water from the Shoshone River, a tributary 
of the Big Horn, which flows into the Yellowstone, a main feeder of 
the Missouri, River. Construction of the Heart Mountain division 
was carried on almost. simultaneously with work on the irrigation 
units of the Missouri River Basin project authorized by the Flood 
Control Act of 1944. 

Under the Flood Control Act, irrigation on units authorized by that 
legislation are required to repay construction costs in 40 years to the 
extent of their ability following a development period. ‘The remain- 
ing construction costs are repaid from surplus power revenues of the 
Missouri River Basin project. Under these provisions, settlers on 








SHOSHONE FEDERAL RECLAMATION PROJECT, WYOMING 3 


many irrigation units in Missouri River States will pay in 40 years 
to the extent the productiveness of the land justifies in addition to 
operation and maintenance costs. 

During the hearing by the Subcommittee on Irrigation and Reclama- 
tion there was discussion of the feasibility of bringing the Heart 
Mountain division and possibly the third division of the Riverton 
(Wyoming) project under the repayment provisions of the Missouri 
River Basin project. 

Senate Document 191, 78th Congress, 2d session, which was the 
basis for the authorization of the Missouri River Basin project in 
the Flood Control Act of 1944, mentioned the Heart Mountain 
division and the third division of the Riverton project. When the 
Heart Mountain division was taken over for reclamation construction 
from the War Relocation Authority it is understood that considera- 
tion was given to including this development in the appropriation 
request for the Missouri River Basin project. Similar consideration 
was given to including funds for the third division of the Riverton 
project in the same category. The facility of expediting construction 
of the two units under the reclamation program actuated the pro- 
cedure, it is understood, pending a definite plan for the construction 
of irrigation units under the Missouri River Basin project. In view 
of the fact that the Heart Mountain and third division Riverton 
units were constructed simultaneously with similar units elsewhere in 
the Missouri River Basin which had the advantage from a repayment 
standpoint of surplus power revenues from the Missouri River Basin 
project, the committee requests that the Secretary of the Interior 
advise as to the feasibility of including both these units under the 
provisions of the Missouri River Basin Act. Should this plan be 
found feasible on the basis of the Secretary’s findings, the committee 
would consider legislation which would clarify any question as to the 
legislative authority for bringing the two units under the Missouri 
River Basin project for repayment purposes. 


PUBLIC HEARING HELD 


A hearing on the resolution was held on April 17, at which all 
witnesses favored the measure, 


REPORTS OF EXECUTIVE AGENCIES 


The report of the Department of the Interior is as follows: 


DePpARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 15, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Intervr and Insular Affairs, 
United States Senate, Washington, D. C. 

Drar Senator Murray: A report has been requested from this 
Department on Senate Joint Resolution 79, permitting the Secretary 
of the Interior to continue to deliver water to lands in the Heart 
Mountain division, Shoshone Federal reclamation project, Wyoming. 

We recommend that this joint resolution be enacted. 

The Heart Mountain division lands were opened to settlement 
under three public notices. The first public notice dated October 3, 
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1946, opened 83 farm units; the second dated July 7, 1947, opened 
31 farm units; and the third dated April 13, 1949, opened 104 farm 
units. A subsequent public notice dated June 11, 1952, fixed the 
development period at 10 years, the maximum permitted under 
reclamation law. 

The public notices opening the homesteads to entry stated in part: 

“The reclamation law provides that except during the development 
period fixed by the Secretary of the Interior water may not be delivered 
for the irrigation of lands until an organization, satisfactory in form 
and powers to the Secretary, has entered into a contract with the 
United States providing for the repayment of project construction 
costs which are allocated to such irrigated lands.” 

In accordance with this requirement, the entrymen and landowners 
petitioned the Park County district court for the formation of an 
urigation district. On July 17, 1953, the district court issued an 
order establishing the Heart Mountain Irrigation District. The dis- 
trict includes all irrigable lands under the Heart Mountain canal. 
During the past year negotiations have been underway with the 
district board of commissioners with a view to reaching agreement 
on & repayment contract. 

The Bureau of Reclamation advises me that it is close to agreement 
with the district board of commissioners on a proposed contract 
which, however, because of its extended payout period will require 
congressional approval before it can be executed on behalf of the 
United States. Every effort is being made to bring the contract 
negotiations to a satisfactory conclusion so that the water user 
election on the contract may be held at an early date and the contract 
submitted to Congress for approval. Obviously, all this cannot be 
accomplished before the commencement of the 1957 irrigation season. 

The 10-year development period for the lands opened for settlement 
under the public notice of October 3, 1946, commenced with the 1947 
irrigation season and was completed at the end of the 1956 irrigation 
season. Enactment of Senate Joint Resolution 79 would permit the 
continued delivery of water to these lands for not more than two 
additional seasons. It is our belief that all necessary contract arrange- 
ments can be made within this time and that, notwithstanding the 
provisions of general reclamation law, it would be undesirable to 
shut off delivery of water to the lands of the first unit pending com- 
pletion of these arrangements. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


O 
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AMENDING THE MINERAL LEASING ACT 


May 1, 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 334] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 334) to amend section 27 of the Mineral Leasing 
Act of February 25, 1920, as amended (30 U. S. C., sec. 184), in order 
to promote the development of phosphate on the public domain, 
having considered the same, report favorably thereon with the 
following amendment, and with the recommendation that the bill, as 
amended, do pass. 

On line 5, after the quotation mark, insert the words “or permits”. 


PURPOSE 


The purpose of the legislation is to remove the present restriction 
that no individual, corporation, or association may lease more than 
5,120 acres of phosphate-bearing lands on the public domain in any 
one State. 

It would leave intact the provision that not more than 10,240 acres 
of phosphate lands on the public domain may be leased to any one 
individual, corporation, or association. The net effect would be the 
removal of the artificial political or geographic lines that competent 
testimony indicates are serving as a barrier to the highly desired 
expansion of the phosphate industry in the western part of the United 
States. 


THE AMENDMENT 


At the suggestion of the Department of the Interior, an amendment 
was adopted, inserting the two words “or permits” ahead of the quo- 
tation mark on line 5, making the language deleted from the present 
statute read, “or permits exceeding five thousand one hundred and 
twenty acres in any one state, and”. 
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The purpose of the amendment is to remove from section 27 of the 
Minerals Leasing Act an inconsistent reference to phosphate leases. 
Although section 27 does establish a maximum acreage for ‘phosphate 
leases or permits,” there is no authority under that act for issuance of 
phosphate leases. 

HISTORY OF LEGISLATION 


A bill identical to S. 334, with the exception of the amendment 
submitted by the Department of Interior, was passed last year by the 
Senate toward the end of the 2d session of the 84th Congress. No 
action was taken by the House of Representatives, hence a new bill 
was introduced early in the present session by the chairman of the 
Senate Committee on Interior and Insular Affairs. It is noteworthy 
that Senate floor action last year was unanimous. 


THE HEARING RECORD 


Ten witnesses testified on March 20, 1957, before the subcommittee 
in favor of Senate bill 334. One was the executive vice president of 
the American Mining Congress, 2 represented the Bureau of Land 
Management and 1 the United States Geological Survey of the Depart- 
ment of the Interior, and 6 from among the principal companies 
mining and processing phosphate in the Western States. 

In addition, statements supporting the legislation were filed by the 
mining associations of Nevada, Montana, Idaho, Wyoming, Colorado, 
New Mexico, and Utah; and after the record was printed word was 
received from the Arizona Small Mine Operators Association that it, 
too, endorses the legislation. Statements were also filed in support 
by Senators Allott, Church, Mansfield, and Scott, the latter two 
cosponsors of Senate bill 334. Several eastern producers of phosphate 
also filed statements urging passage of the legislation. 

The only opposition was voiced by D. L. King, president of the 
San Francisco Chemical Co., which produces phosphate in Idaho, 
Wyoming, and Utah, in a long statement filed in absentia with the 
committee and made a part of the record. 

Careful examination of the San Francisco Chemical Co. statement 
discloses that its opposition is based upon two contentions: namely, 
that it might foster monopoly and encourage high-grading and waste- 
ful mining practices that would defeat desirable conservation of the 
Nation’s mineral resources. 

Both of these contentions are clearly without merit on the basis 
of simple arithmetic, and as was testified by all witnesses appearing 
before the subcommittee, including the three Government represen- 
tatives. 

In respect to the monopoly contention it was testified by Edward 
Woozley, Director of the Bureau of Land Management, that phosphate 
rock lies under some 135,000 square miles in the commercially poten- 
tial areas of the Western States, a minimum of 477,000 acres in Idaho, 
214,000 acres in Montana, 211,000 in Utah, and 767,000 in Wyoming. 
Taking the State with the least known reserves, Utah, it would require 
more than 20 producers, each taking the maximum acreage of 10,240 
acres, to exhaust the available acreage. Not by the wildest stretch 
of the imagination could this legislation foster monopoly. 
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It is significant that the record shows that the lone company voicing 
opposition, and basing that opposition partly on the contention that 
it fears the development of monopolistic practices, even now holds an 
option to lease a single tract of phosphate lands containing 15,000 
acres of fee land in Utah. This is in addition to its other extensive 
holdings of phosphate leases. It is estimated this 15,000-acre tract 
contains a minimum of a billion tons of minable phosphate. The 
present rate of production of phosphate in the Western States, by all 
producers, is approximately 2.3 million tons a year. 

There is a standard provision in all leases on public domain phos- 
phate lands which reads: 


Sec. 3. The lessor expressly reserves: 

(c) MoNoPOLY AND FAIR PRIcES.—F ull power and author- 
ity to promulgate and enforce all orders necessary to insure 
the sale of the production of the leased lands to the United 
States and to the public at reasonable prices, to protect the 
interest of the United States, to prevent monopoly, and to 
safeguard the public welfare. 


Each and every witness testified conservation of phosphate 
resources, rather than waste of them as contended by the lone 
dissenter, would result from passage of Senate bill 334. 


ADEQUATE POLICING ASSURES CONSERVATION 


Leases require lessees to follow strict regulations, with the effect 
of law, promulgated by the USGS, in mining operations and practices 
which have been designed over the years to avoid and prohibit waste 
or dissipation of phosphate deposits on the public domain. There is 
the unequivocal requirement, ‘Operations shall be conducted in a 
manner to yield ultimate maximum recovery,” and at least 3 or 4 
times each year each operating lease is visited by USGS engineer- 
inspectors to see that the conservation regulations are being followed. 

The conservation regulations not only are strictly policed, but, in 
addition, each lease contains the requirement that a bond be posted— 
a bond that can be forfeited to the Government, if the terms, including 
those relating to conservation and monopoly, are not carried out. 

Industry witnesses testified that every major phosphate mining 
operation, including those involving strip mining where expensive 
heavy machinery and apparatus is required, calls for a substantial 
investment often times running into several million dollars, 


HIGH-GRADING WOULD BE ECONOMIC SUICIDE 


And, as one strip-mine operator testified: 


once we have put out the money to get a phosphate lease 
and have explored it, and have drilled it, and we have built 
access roads into it (and, in two cases have built a railroad— 
our railroad at Fort Hall cost approximately $3 million)— 
and then we scrape off sometimes 70 to 100 feet of over- 
burden to get down to the deposit of phosphate, we are not 
about to indulge in any practices that would not be along 
the lines of conservation. We would take out all the ore 
we can possibly get. We can’t afford to waste it. 
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Senator Cuurcn. In other words, Mr. Haight, “high- 
grading,”’ so to speak, would be uneconomic to you even if 
you were inclined to do it? 

Mr. Hateur. That is right. It would be suicide. When 
we get down to where the ore is, we must get all of the ore 
that we can. Otherwise our cost factor goes up. 


This same logic is even more compelling and indisputable in respect 
to underground operations where the capital investment generally is 
greater. 

Mining practices of the underground producers of phosphate were 
pinpointed in the examination of one witness, representing an under- 
ground operation, by Senator Bible. Senator Bible asked: 


Senator Bratz. Don’t you in effect take out the high grade? 

Mr. Gruutet. We take everything out. 

Senator Brsie. And you leave behind you a large ton- 
nage of low-grade rock? 

Mr. Gituet. We leave behind us nothing. Nothing but 
empty space. 


Witnesses were unanimous in testifying that it is uneconomical to 
transport raw phosphate more than 35 to 40 miles, and that a large 
integrated plant to justify the approximately $20 million cost must 
have reserves in excess of 5,120 acres to justify the necessary capital 
investment. 

It is not often that a deposit is found straddling a State line so as 
to provide the necessary reserves, and for this reason the present 
limitation of 5,120 acres in a single State is serving as a barrier to 
expansion of the industry. 


WESTERN GOVERNORS RECOMMEND 


The Western Governors Mining Advisory Council in its report, A 
Proposed National Minerals Policy, made the following statement: 


The western governors urge the Department of Interior to 
reappraise the maximum acreage limitations presently exist- 
ing on the leasing of Federal mineral lands withdrawn from 
location and increase the acreage to meet the requirements 
of modern mining and refining needs. Illustrative of such 
need is phosphate. 


THE NEED FOR PHOSPHATE 


Life, neither plant nor animal, including homo sapiens, can exist 
without certain minimum requirements of phosphorus, the basic ele- 
ment of phosphate rock as it is found in the ground. Approximately 
75 percent of the production of phosphate rock in the United States 
goes into fertilizer and into livestock and poultry feeds. In fertilizer 
it promotes and sustains plant growth and becomes available, in 
minute quantities, for human ingestion. 

As the agricultural lands of the Nation are cropped heavier and 
heavier, taking more and more of the vital elements out, it becomes 
increasingly necessary to restore those elements in substantial quan- 
tities, including one of the most basic—phosphorus. 
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The evidence is preponderant that a first step in the orderly expan- 
sion of the phosphate mining industry is the removal of State line 
barriers in the restriction as to the total number of acres which may 
be leased to any one operator. This committee, after hearing all the 
evidence, is convinced that there is no logical reason why Senate bill 
334 should not be enacted—indeed, that the best national interest 
demands its enactment—and so urges. 

The legislation does not require and does not carry with it any 
appropriation. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 334, 
as reported, are shown as follows (existing law proposed to be repealed 
is enclosed in black brackets) : 


Section 27 or THE Minera Leastne Act or Fesruary 25, 1920, 
As AMENDED (30 U. S. C. 184) 


* * * No person, association, or corporation, except as herein 
provided, shall take or hold at one time oil or gas leases exceeding in 
the aggregate forty-six thousand and eighty acres granted hereunder 
in any one State, except that in the Territory of Alaska no person, 
association, or corporation, except as berein provided, shall take or 
hold at one time oil or gas leases exceeding in the aggregate one hun- 
dred thousand acres granted hereunder; and no person, association, or 
corporation shall take or hold at one time phosphate leases [or permits 
exceeding in the aggregate five thousand one hundred and twenty 
acres in any one State, and] exceeding in the aggregate ten thousand 
two hundred and forty acres in the United States. * * * 


O 
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DESERT LAND ENTRIES ON DISCONNECTED TRACTS 





May 1, 1957.—Ordered to be printed 


Mr. Bisir, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 359] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 359) to permit desert land entries on disconnected 
tracts of land, which, in the case of any one entryman, form a compact 
unit and do not exceed in the aggregate 320 acres, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The Desert Land Act of March 3, 1877, as amended (43 U. S. C., 
sec. 321), authorizes desert land entries to be made on the public do- 
main for the purpose of reclaiming such land. Each person is per- 
mitted to make entry on a single tract which must be one undivided 
unit and which must not exceed 320 acres in extent. S. 3512 would 
permit a person to make entry on disconnected tracts of desert land, 
provided that the aggregate acreage does not exceed 320 acres and 
that the various tracts when taken together are reasonably compact 
in form. This would allow the development of scattered tracts of 
desert land which individually are too small for proper development, 
but which are close enough together to be managed satisfactorily 
as an economic unit. 

The favorable report of the Department of the Interior is set forth 
below. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 24, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Intervor and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Murray: This is in reply to your request for 

the views of this Department on S. 359, a bill to permit desert land 
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entries on disconnected tracts of lands which, in the case of any one 
entryman, form a compact unit and do not exceed in the aggregate 
320 acres. 

We recommend that S. 359 be enacted. 

Section 1 of the Desert Land Act of March 3, 1877, as amended 
(43 U.S. C., sec. 321), authorizes citizens, or those eligible to become 
citizens, to make entries on tracts of desert land. Each person is per- 
mitted to make entry on only 1 tract which must be 1 undivided unit 
and which must not exceed 320 acres in extent. The right to appro- 
priate water for the tract entered depends upon bona fide prior ap- 
propriation. An entryman is permitted to obtain a patent to the 
tract if, within 3 years after filing the declaration of his intentions, he 
submits satisfactory proof of his reclamation of the tract and pays the 
sum of $1 for each acre. S. 359 would amend this statute in one im- 
portant particular. It would permit an entryman to make entry on 
disconnected tracts of land, provided that the aggregate acreage does 
not exceed 320 acres and that the various tracts when taken together 
are reasonably compact in form. Provision is made for the amend- 
ment of the act of June 16, 1955 (Public Law 76, 84th Cong.; 69 Stat. 
138), in order that it may be consistent with the 1877 act as it would 
be revised by the proposed bill. 

The proposed change is very desirable. There are often other 
holdings scattered among desert lands open to entry under the 1877 
act breaking it into units too small for proper development under 
the act’s existing provisions. However, in many cases unconnected 
tracts of desert land, each of which would be by itself unsatisfactory 
for settlement, are close enough together to be managed satisfactorily 
as an economic unit. This management would be permitted if S. 359 
were enacted. Nothing in its provisions would change the terms with 
which an entryman must comply or would permit an entryman to 
obtain more than the 320 acres which the existing statute authorizes 
him to seek; it is only in the permissible distribution of the lands 
entered that there would be a difference. We assume that desert 
land entries would continue to be subject to section 7 of the Taylor 
Grazing Act, as amended (43 U.S. C., sec. 315f), and that nothing in 
this bill is intended to modify that requirement. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
HatFiELD CHILSON, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 359, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, and existing law in 
which no change is proposed is shown in roman): 
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Section 321, Trrte 43, Unirep States Cops 


§ 321. ENTRY ay HT GENERALLY; EXTENT OF RIGHT TO APPROPRIATE 
WATERS. 


* * * At any time within the period of three years after filing said 
declaration, upon making satisfactory proof to the officer designated 
by the Secretary of the Interior of the reclamation of said tract of land 
in the manner aforesaid, and upon the payment to such officer of the 
additional sum of $1 per acre for a tract of land not exceeding three 
hundred and twenty acres to any one person, a patent for the same 
shall be issued to him [: Provided, That no person shall be permitted 
to enter more than one tract of land and not to exceed three hundred 
and twenty acres which shall be in compact form]. [xcept as provided 
in section 8 of the Act of June 16, 1955 (69 Stat. 138), as amended, no 
person may make more than one entry under this Act. However, in that 
entry one or more tracts may be included, and the tracts so entered need 
not be contiguous. The aggregate acreage of desert land which may be 
entered by any one person under this section shall not exceed three hundred 
and twenty acres, and all the tracts entered by one person must form together 
a compact unit, as determined by rules and regulations to be issued by 
the Secretary of the Interior. 


Section 3, Act or JuNE 16, 1955 (69 Star. 138) 


Sec. 3. Any person who, prior to [the date of approval of this Act, 
has] June 16, 1955, made a valid desert-land entry on lands subject 
to such Act of June 22, 1910, or of July 17, 1914, may, if otherwise 
qualified, [enter] make on additional entry, as a personal privilege, 
not assignable, [an additional tract] upon one or more tracts of desert 
land subject to the provisions of such Acts, as hereby amended, and 
section 7 of the Act entitled “An Act to stop injury to the public 
grazing lands by preventing overgrazing and soil deterioration, to 
provide for their orderly use, improvement, and development, to 
stabilize the livestock industry dependent upon the public range, 
and for other purposes”, approved June 28, 1934, as amended (48 
Stat. 1269, 1272; 43 U. S. C., see. 315f). [Such additional tract 
shall not, together with the original entry, exceed three hundred and 
twenty acres. The holder of an additional entry authorized under 
this section shall comply with all the requirements of the desert-land 
law on the lands embraced by such additional entry.] The additional 
land entered by any person pursuant to this section shall not, together with 
his original entry, exceed three hundred and twenty acres, and all the tracts 
included within the additional entry authorized by this section shall form 
together a compact unit, as determined by rules and requlations to be 
issued by the Secretary of the Interior. Additional entries authorized 
by this section shall be subject to all the requirements of the desert-land law. 


O 
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SURRENDER TREE SITE, SANTIAGO, CUBA 





May 1, 1957.—Ordered to be printed 





Mr. Bisxn, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany §, 1063] 


The Committee on Interior and Insular Affairs, to whom was referred 
the bill (S. 1063) vesting in the American Battle Monuments Commis- 
sion the care and maintenance of the Surrender Tree Site in Santiago, 
Cuba, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

S. 1063 was introduced by Senator Murray at the request of the 
Secretary of the Army. 

The executive communication from the Secretary of the Army which 
explains the purpose of the legislation is set forth below. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., January 8, 1957, 
Hon. Ricnuarp M. Nixon, 
President of the Senate. 

Dear Mr. Prestpent: There is forwarded herewith a draft of 
legislation to fix responsibility in the American Battle Monuments 
Commission for the care and maintenance of the Surrender Tree Site 
in Santiago, Cuba. 

This proposal is a part of the Department of Defense legislative 
program for 1957 and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 


legislation. It is recommended that this proposal be enacted by the 
Congress. 
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PURPOSE OF THE LEGISLATION 


The purpose of the legislation is to fix responsibility for the care and 
maintenance of the Surrender Tree Site in Santiago, Cuba. 

In 1904 the Society of the Army of Santiago de Cuba requested per- 
mission from the Republic of Cuba to erect commemorative monu- 
ments in the neighborhood of Santiago to recall the principal combat 
engagements of the Spanish American War. By letter dated De- 
cember 22, 1904, the Secretary of State and Justice of the Republic 
of Cuba advised the Society of the Army of Santiago de Cuba that 
the President of Cuba has granted permission to the Society to erect 
the memorials. 

To finance this endeavor the Quartermaster General recommended 
to the Congress the inclusion of $9,500 in the then pending sundry 
civil appropriations bill. This amount was subsequently appropri- 
ated in the act of March 3, 1905 (33 Stat. 1196), for the purpose of 
marking the places where American soldiers fell and were temporarily 
interred in Cuba and China. An additional $4,000 was subsequently 
appropriated for the same purpose in the act of March 2, 1907 (34 
Stat. 1175). One of the memorials erected pursuant to the authoriza- 
tion was at what is now known as the Surrender Tree Site. This 
memorial marks the place at which the preliminary surrender of the 
Spaniards occurred on July 17, 1898. Since that time the Depart- 
ment of the Army has maintained the memorial, receiving in its Civil 
Functions Appropriation Act, an annual appropriation for the mainte- 
nance of the Surrender Tree Site. 

The American Battle Monuments Commission is receptive to the 
idea of accepting responsibility for maintenance of this memorial 
which is consonant with the general statutory duty imposed upon 
the American Battle Monuments Commission to erect and maintain 
memorials where the American Armed Forces have served or shall 
hereafter serve. The Commission has indicated, however, that it 
desires specific legal authority before assuming, this function. The 
enactment of the attached proposed legislation would provide a per- 
manent statute fixing responsibility for the care and maintenance of 
the memorial. 

COST AND BUDGET DATA 


It is estimated that the enactment of this proposal will result in 
reduction of the Department of the Army civil functions appropria- 
tions of $1,000 annually. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


A BILL To fix responsibility in the American Battle Monuments Commission for 
the care and maintenance of the Surrender Tree Site in Santiago, Cuba 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the American Battle 
Monuments Commission is responsible for the care and maintenance 
of the Surrender Tree Site in Santiago, Cuba. This Act takes effect 
on the next July 1 after the date of its enactment. 


O 
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SPRINGFIELD CONFEDERATE CEMETERY, 
SPRINGFIELD, MO. 


May 1, 1957.—Ordered to be printed 


Mr. Brsux, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1274] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1274) to amend the act of March 3, 1911 (36 Stat. 
1077), to remove restrictions on the use of a portion of the Springfield 
Confederate Cemetery, Springfield, Mo., and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


EXECUTIVE COMMUNICATION 


S. 1274 was introduced by Senator Murray at the request of the 
Department of the Army. Set forth below is a communication from 
the Secretary of the Army which explains the justification for and 
purpose of this legislation. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., February 11, 1957. 
Hon. Ricuarp M. Nixon, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of leg- 
islation to amend the act of March 3, 1911 (36 Stat. 1077), to remove 
restrictions on the use of a portion of the Springfield Confederate 
Cemetery, Springfield, Mo., and for other purposes. 

This proposal is a part of the Department of Defense legislative 

rogram for 1957, and the Bureau of the Budget has advised that it 
ts no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
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2 SPRINGFIELD CONFEDERATE CEMETERY, SPRINGFIELD, MO. 


legislation. It is recommednded that this proposal be enacted by 
the Congress. ; 


PURPOSE OF THE LEGISLATION 


In 1911 the Confederate Cemetery Association of Missouri deeded 
to the United States the Confederate Cemetery at Springfield, Mo., 
which adjoins the Springfield National Cemetery. The deed from 
the Confederate Cemetery Association of Missouri provides that the 
land is not to be used for any purpose other than as a burial ground 
for soldiers and sailors of the Confederate States of America. This 
Confederate Cemetery comprises approximately 6.322 acres, of which 
2.742 acres are within a walled enclosure. All of the Confederate 
dead are buried within this walled enclosure. 

In the act of March 3, 1911 (36 Stat. 1077), Congress accepted gift 
of the Confederate Cemetery upon an express condition ‘‘that it is 
never used for any other purpose than as a cemetery for the graves of 
men who were in the military or naval service of the Confederate 
States of America.” As there are no longer any Confederate dead to 
be buried in the Confederate Cemetery, the 3.58 acres in the Con- 
federate Cemetery, which are outside of the walled enclosure, will 
never be used as a burial ground for Confederate dead. In 1948 the 
Confederate Cemeterv Association of Missouri formally released the 
United States from the conditions imposed in the earlier deed as to 
these 3.58 acres. This release permits burial in these 3.58 acres of all 
persons who may be eligible under the laws and regulations relating 
to burials in national cemeteries. The proposed legislation provides 
that the restrictions on the use of the cemetery apply only to the 
portion within the walled enclosure and directs that the ‘portion 
outside that enclosure shall be used as part of the Springfield National 
Cemetery. 

The national cemetery at Springfield, Mo., comprises 7.503 acres 
of land and it is estimated that available space for burials in this 
cemetery will be exhausted by 1965. The enactment of the attached 
proposed legislation will extend the hfe of the cemetery until approxi- 
mately 1973. 

During the 81st Congress, the Department of Defense proposed 
omnibus legislation to expand five national cemeteries. Included in 
this legislation was a proposal to expand the Springfield National 
Cemetery. This proposed legislation was introduced as H. R. 6807 
and S. 2863. When H. R. 6807 was considered by the House Com- 
mittee on Public Lands, section 3 of the bill, which pertained to the 
Springfield National Cemetery, was deleted along with the references 
in the bill to the national cemeteries in Perryville, Ky., and Balls 
Bluff, Va. The report states that these deletions were made “because 
of local opposition.”” The nature and extent of the local opposition 
to the expansion of the Springfield National Cemetery is not known. 
No hearings were held on the bill and the report does not go into detail. 
The land will clearly not now be needed for the burial of Confederate 
dead, and as the use of the 3.58 acres in question as part of the Spring- 
field National Cemetery was concurred in by the United Daughters 
of the Confederacy and the Confederate Cemetery Association of 
Missouri, local opposition to such use of this land does not now appear 
to be serious. 
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COST AND BUDGET DATA 


The enactment of this proposal will cause no increase in the budg- 
etary requirements for the Department of the Army inasmuch as the 
3.58 acres here under consideration are owned and are being maintained 
and preserved by the United States Government. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


O 
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RENOUNCING ANY RIGHT, TITLE, AND INTEREST WHICH 
THE UNITED STATES MAY HAVE IN CERTAIN LANDS 
IN MONTANA 


May 1, 1957.—Ordered to be printed 


Mr. Braue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1319} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1319) to renounce any right, title, and interest 
which the United States may have in certain lands in Montana, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


By a valid testamentary disposition of his property, Edwin A. 
Patterson, of Harlowton, Mont., deceased, devised a life estate in all 
of his property to his wife with the remainder to his brothers; the 
remainder in a half interest in the lots described in the bill was be- 
queathed to the United States “to be used for a Federal building and 
first-class apartment house.” 7 

The remainder, including the one-half interest in the subject lots, 
vested in Mr. Patterson’s brothers upon the death of his widow, the 
United States Government having declined, in the meantime, to 
accept the property. The United States attorney’s office in Butte, 
Mont., rejected the property on advice of the Attorney General of the 
United States, the Attorney General having been advised on April 11, 
1955, that the General Services Administration was unable to accept, 
as agent for the Government, a bequest of property “to be used for a 
Federal building and first-class apartment house.” The ability to 
accept conditional devises of real property is, according to the General 
Services Administration, precluded by the language of 40 United 
States Code 304 and 40 United States Code 350. 

While the General Services Administration has stated that— 


the absence of authority to accept the conditional devise 
may be sufficient evidence of failure of the devise to permit 
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passage of title to the conditional interest to the parties 
entitled under the laws of the State of Montana— 


the enactment of S. 1319 will remove any possible cloud on the title 
to the property involved, that being the sole objective of this legisla- 
tion. 

AGENCY REPORT 


Set forth below is the report on the bill submitted by General 
Services Administration favoring enactment of S. 1319. 


GENERAL Services ADMINISTRATION, 
Washington, D. C., April 2, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrMan: Your letter dated March 7, 1957, requested 
the comments of the General Services Administration with reference 
to S. 1319, a bill to renounce any right, title, and interest which the 
United States may have in certain lands in Montana. 

The purpose of the bill is to renounce any right, title, and interest 
the Government may have to certain property described as lots 5 to 12, 
block 25, Graves second addition to Harlowton, Wheatland County, 
Mont., which the Government may have obtained under the last will 
and testament of Edwin A. Patterson, of Harlowton, Mont., who 
died on May 12, 1954. 

By his last will and testament dated April 15, 1954, Mr. Patterson, 
the owner of various properties, including a half interest in the lots 
described in subject bill, bequeathed all his property to his wife for 
life, remainder to his three brothers, excepting however the remainder 
in a half interest in the described lots which was devised and be- 
queathed “to the United States of America to be used for a Federal 
building and first-class apartment house.”’ 

Mr. Patterson died May 12, 1954. On June 1, 1955, the district 
court of the State of Montana in and for the county of Wheatland, 
rendered its decree of settlement of account and distribution Jn the 
Matter of the Estate of Mr. Patterson. In dealing with the remainder 
in subject property, the decree states that this interest was to go to 
and vest in the United States Government. However, the United 
States Government by and through the United States district at- 
torney’s office in Butte, Mont., has declined to accept said property. 
Therefore said property shall go and vest in the following heirs: a life 
estate to Jennie Patterson the widow, in all the property, remainder 
to Claude Patterson, brother, one-third, Carl Patterson, brother, 
one-third, and Ervin Patterson, brother, one-third. 

Upon the death of Mr. Patterson’s widow on June 18, 1955, the 
remainder, including the one-half interest in subject lots vested in 
Mr. Patterson’s brothers. When the brothers attempted to alienate 
the one-half interest in the described property, Mr. James Higgins, 
attorney, White Sulphur Springs, Mont., objected to the title because 
of the devise in the will of Edwin A. Patterson of the one-half interest 
to the United States of America. It is reported that his objection 
was based on his belief that an action to quiet title would not clear 
the title for the reason that no proper service could be made on the 
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United States of America and suggested that a resolution be passed in 
Congress renouncing any interest of the United States to the property. 

The property described in the bill consists of eight 25-foot lots on 
which there are 6 houses, which were appraised at $12,000 in the 
estate. 

During the course of the probate proceedings the attorney for the 
estate, Mr. Larry O. Foss, Harlowton, Mont., requested an opinion 
of the United States attorney for Montana in which three questions 
were submitted as follows: 

1. Does the United States Government wish to take this property, 
and pay the taxes due thereon? 

2. If an election is made to take the property, can the heirs make 
an agreement with the Government to divide the property so that it 
need not be sold? 

3. If the Government does not wish to take the property, who can 
be contacted with authority to release to the heirs any claim the 
Government may have to it? 

The United States attorney for Montana requested an opinion of 
the Attorney General as to whether the United States may accept 
the devise. The matter was in turn referred to the General Services 
Administration on March 18, 1955, and on April 11, 1955, the General 
Services Administration replied as follows: 

“Your letter of March 18 requests an expression of our views 
regarding authority of this Administration to accept a device of an 
interest in land at Harlowton, Mont., ‘* * * to be used for a Federal 
Building and first class apartment house.’ 

“Tt appears that the devisor intended that the United States would 
acquire a one-half interest ‘in the remainder’ in and to the land 
described in the will to be used by the United States for the aforesaid 
purposes. 

“We are of the opinion that this Administration is not authorized 
under title 40, United States Code, section 304 or title 40, United 
States Code, section 350 to accept a devise so conditioned. 

“As to the third question propounded by Mr. Foss in his letter to 
the United States attorney dated February 17, you may conclude that 
the absence of authority to accept the conditional devise may be 
sufficient evidence of failure of the devise to permit passage of title 
to the conditional interest to the parties entitled under the laws of 
the State of Montana. We would not be disposed to request congres- 
sional approval of the acceptance by this Administration of the con- 
ditional devise.” 

General Services Administration reiterates the position previously 
taken in this matter, and inasmuch as S. 1319 provides the most 
feasible approach to the removal of the possible cloud on the title to 
the property involved, General Services Administration favors 
enactment of this measure. 

Enactment of S. 1319 will not result in a fiscal loss to the Govern- 
ment nor increase the budgetary requirements of the General Services 
Administration. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
FRANKLIN G. FLoere, 
Administrator. 


O 
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AMENDING SECTION 6 OF THE ACT APPROVED JULY 10, 
1890 (26 STAT. 222), RELATING TO THE ADMISSION INTO 
THE UNION OF THE STATE OF WYOMING 


May 1, 1957.—Ordered to be printed 


Mr. Brsuz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1396] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1396) to amend section 6 of the act approved 
July 10, 1890 (26 Stat. 222), relating to the admission into the Union 
of the State of Wyoming by providing for the use of public lands 
granted to said State for the purpose of construction, reconstruction, 
repair, renovation, furnishing, equipment, or other permanent im- 
provement of public buildings at the capital of said State, having 
considered the same, report favorably thereon without amendment an 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


By its enabling act (26 Stat. 222), the State of Wyoming was granted 
50 sections of unappropriated public lands within its borders, the 
revenues from which were to be used “‘* * * for the purpose of erect- 
ing public buildings at the capital of said State.” S. 1396 enumerates 
various purposes which the committee feels were intended to be 
accomplished by the application of public buildings land-grant reve- 
nues, even though the lamnnees of such original grant to the State 
of Wyoming was, unfortunately, restrictive rather than comprehensive. 


BACKGROUND 


When the several States in the West were admitted into the Union, 
the Federal Government retained title to most of the lands within 
those States, thus greatly limiting the sources of revenues available 
to these States for the financing of their governments. In recognition 
of this fact, their various enabling acts, in one form or another, pro- 
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vided for land grants to aid them in financing their common schools, 
colleges, universities, asylums, charitable and penal institutions, and 
public buildings. 

The Congress, through the enabling acts, provided a means for 
aiding each of the several States to bring into being such public build- 
ings as would be required for legislative, executive and judicial 
purposes at the capital of each State by providing land grants for 
“erecting” such buildings. 

On December 7, 1956, by its decision in Bryant v. The Board of 
Examiners of the State of Montana, et al. (305 P. 2d 340), the Montana 
Supreme Court held that funds from the capital buildings land gran 
could be used for no other purpose than “* * * to erect a building 
* * *” That decision operated to preclude a proposed reconstruc- 
tion and renovation of the Montana State Capitol Building; it also 
raised the question of the propriety of using the income trom the 

ublic guildings land grant for the purpose of acquiring necessary 
ands for building sites and for the payment of interest on bonds 
payable out of said income. 


CONGRESSIONAL CLARIFICATION OF PUBLIC BUILDINGS LAND GRANTS 


Following the Montana Supreme Court’s decision in the Bryant 
case, H. R. 348 was introduced on February 19, 1957 by Congressman 
Metcalf of Montana. Mr. Metcalf’s bill, now Public Law 85-6, 
amplifies what the Congress intended to be accomplished by the States 
with the revenues derived from the public buildings land grants. The 
Metcalf legislation was tailored to the enabling act common to the 
States of Washington, North Dakota, South Dakota, and Montana. 
S. 1396 follows the same pattern in its application to the enabling act 
of the State of Wyoming. 


COMPREHENSIVE USE OF LAND GRANT REVENUES 


The enabling acts, as they refer to the public building land grants, 
do not provide for the return of the land grants or for the diversion 
of income therefrom to the Federal Government after all the capital 
buildings required by each State have been “erected.” In view of this 
and in consideration of the fact that the treasuries of the several States 
were bare or nonexistent on their admission into the Union, the com- 
mittee feels that, by providing for land grants in the enabling act for 
the “erection” of State capital buildings, it was the intent of the Con- 

ress that such lands be used to aid the several States in bringing such 
acilities into useful being and in continuing such facilities in useful 
being. It naturally follows that expenditures for building sites, con- 
struction, equipment and furnishings, repairs, reconstruction, renova- 
tion, additions thereto, and interest on money borrowed for these pur- 
poses are necessary to provide for such accomplishments. 


LIMITED APPLICATION OF THE BILL 


As previously stated, Public Law 85-6 was designed to preclude any 
future need for judicial interpretation of the uses to which public 
buildings land-grant revenues could be applied in the States of 
Washington, North Dakota, South Dakota, and Montana. Enact- 
ment of S. 1396 will serve as a guide to the Legislature of Wyoming 
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in its utilization of public buildings land-grant revenues and thus 
obviate any possible legal challenge arising on grounds similar to those 
underlying the Bryant case. 

In the enabling acts of several of the States, Congress left to the 
State legislature the authority to determine how public buildings 
land-grant revenues could be utilized. It is only in those cases where 
the language of the grant called for congressional determination, and 
such language was unduly restrictive, does the committee now attempt 
to clarify the intent of the Congress. 


AGENCY REPORTS 


The granting of public lands to the States being a matter exclusively 
within the jurisdiction of the Congress, no reports on this legislation 
have been requested from agencies in the executive branch. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 1396, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or Jury 10, 1890 (26 Strat. 222) 


Sec. 6. That fifty sections of the unappropriated public lands 
within said State, to be selected and located in legal walidivioiieia as 
provided in section four of this act, shall be, and are hereby, granted 
to said State for the purpose of erecting public buildings at the capital 
of said State£.], including construction, reconstruction, repair, renova- 
tion, furnishing, equipment, and any other permanent improvement of 
such buildings, and the acquisition of necessary land for such buildings, 
and the payment of principal and interest on bonds issued for any of the 
above purposes. 
O 
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AUTHORIZING THE CONVEYANCE OF CERTAIN PUBLIC LANDS IN 
THE STATE OF NEVADA TO THE COLORADO RIVER COMMISSION 
OF NEVADA, ACTING FOR THE STATE OF NEVADA 


May 1, 1957.—Ordered to be printed 


Mr. Brsue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1568] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1568) to direct the Secretary of the Interior to 
convey certain public lands in the State of Nevada to the Colorado 
River Commission of Nevada, acting for the State of Nevada, having 
considered the same, report favorably thereon with amendment and 
recommend that the bill, as amended, do pass. 

The amendment is as follows: 

At page 3, lines 19 and 20, delete the words “claims against’’ and 
insert in lieu thereof the words “rights pertaining to’’, 


EXPLANATION OF THE BILL 


This bill will allow the Colorado River Commission of Nevada, 
acting for and in behalf of the State of Nevada, to purchase from the 
Federal Government approximately 126,775 acres of land. This 
acreage lies in a contiguous body in Eldorado Valley, an area in south- 
ern Nevada some 25 miles southeast of Las Vegas. The purpose of 
such purchase would be to make the area available for large industrial 
development. 

S. 1568 provides that the purchase price of the lands will be equal 
to the fair market value as determined by the Secretary of the Interior 
upon appraisal. The State is given an option over a 5-year period to 
purchase the land in segments of not less than 10,000 acres. 

The Federal Government now owns some 60 million acres of land 
in the State of Nevada which comprises 87.5 percent of the total area 
of the State. The amount of land comprehended in S. 4012 amo nts 
to only 0.002 percent of the land under Federal ownership in Nevada. 
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ELDORADO VALLEY 


Heretofore, the valley within which this land is located has been 
known as Dry Lake Valley. ‘There are several areas in the State 
known by that title and to avoid conflicts, the area is known locally 
as Eldorado Valley. This area is separated from the Las Vegas Valley 
by a low range of hills and is a few miles south of Boulder City. 

The area to be purchased under the provisions of the bill is, at 
present, desert land. Attempts have been made in past years to 
develop ground water but with no success. Two dry wells, over 900 
feet in depth, were recently drilled within the valley. 

Two large trunklines which transmit natural gas from the Texas 
fields to the southern Nevada region run through the center of the 
valley. The Hoover Dam branch of the Union Pacific Railroad, 
which connects with the main line in Las Vegas, passes through the 
northern edge of Eldorado Valley and United States Highway 95 runs 
through the center of the area. Several large powerlines from Hoover 
Dam to the southern California regions also pass through the area. 

Studies made by various State, Federal, and independent agencies 
indicate that the Eldorado Valley area is ideally located and suited 
for industrial and community development. Two major factors 
considered in such a determination were (1) the accessibility and 
availability of water from Lake Mead and (2) the suitability of soil 
conditions to sustain irrigation, small tract and urban and suburban 
development. Other advantageous factors include easy access to all 
means of transportation, exceptional climatic conditions and excellent 


recreational facilities and, of course, easy access to Lake Mead and 
Lake Mohave. 


PROPOSED DEVELOPMENT PROGRAM 


The mechanics of the State of Nevada’s development plans have 
not as yet been fully perfected. The tentative program, however, 
would provide for the sale of the land in large blocks by the State to 
industrial concerns at a price per acre based on the initial cost of the 
land to the State, plus a proportionate share in preliminary develop- 
ment expenditures which would include site planning, engineering 
fees and expenses and the installation of pumps and pipeline to trans- 
mit water from nearby Lake Mead. 

Water from Lake Mead would have to be lifted about 1,200 feet 
and conveyed through some 6 miles of pipeline to the northerly end of 
the area. The cost of the work necessary to convey water to the 
valley would depend on the capacity of the installations but, as a 
minimum, would approximate $6 million. 

The actual cost of putting water into the valley would be about $50 
an acre-foot, or about 15 cents per thousand gallons. This cost, 
while too high for irrigation purposes at the outset, would not be too 
costly for domestic, industrial, or for irrigation of small homesite 
tracts. 

Recently, the Bureau of Reclamation and the Soil Conservation 
Service made a cooperative land -capability survey of this valley. 
The survey indicated 19,000 acres of arable lands suitable for agri- 
cultural purposes. In addition, the survey found 40,000 acres of land 
suitable for small homesite tracts and suburban development. 
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COMMITTEE RECOMMENDATIONS 


The committee is advised that the lands affected by this measure 
are completely undeveloped and that there is small likelihood of 
development in the foreseeable future under the public land laws. 
The Department of the Interior indicates that “there is no Federal 
need for the lands” nor any “‘public values which need to be protected 
other than those which would be protected by the terms of the bill.” 

We agree with the sponsors of the bill that the dev elopment program 
envisioned by the State of Nevada is a desirable means of improving 
the balance and stability of the State’s economy, as well as contributing 
to the economic growth of the area, 


AMENDMENTS 


The Department of the Interior, in its report on this measure, has 
suggested the adoption of certain amendments to the bill. The De- 
partment’s explanation of the desirability of the amendments is con- 
tained in the report which is set forth below in its entirety. 

The amendment which has been accepted by the committee would 
serve to adequately protect existing rights in the land subject to the 
provisions of the bill. 

The committee has rejected the amendment suggested by the 
Department which would permit future reservations to be made by 
the Federal Government in the lands made available by this bill to 
the State of Nevada. 

It is the committee’s feeling that these lands, once obtained by 
the State of Nevada, would not be as attractive to prospective indus- 
trial purchasers if the lands were encumbered by numerous reservations 
held by the United States. The bill protec ts all rights in the land 
held by the Federal Government and private individuals at the time of 
acquisition of the land by the State. It was the Department’s conten- 
tion that the protection of reservations in the bill should also apply 
to future reservations that the Federal Government might desire to 
make, especially for the purpose of routing future transmission lines 
through the area. Witnesses from the Bureau of Reclamation 
testified that there are no present plans, nor proposed plans, for the 
construction of transmission lines through Eldorado Valley. On the 
basis of that testimony and consistent with its desire to convey land to 
the state that will be as attractive as possible to prospective pur- 
chasers, the committee has rejected the Department’s request that 

rovision be made in the bill to establish protection for possible future 
Federal reservations in the land to be conveyed to the State. 


DEPARTMENT OF THE INTERIOR, 
Washington D. C., April 10, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular A fairs, 
United States Senate, Washington 25, D. C. 

Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 32 and S. 1568, both of which are bills 
to direct the Secretary of the Interior to convey certain public lands 
in the State of Nevada to the Colorado River Commission of Nevada 
acting for the State of Nevada. 
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We would not object to the enactment of S. 1568, if amended as 
suggested below. 

Both of these bills are concerned with the same problem, and we 
understand that S. 1568 has superseded S. 32. Accordingly, all our 
comments are directed to S. 1568. This bill would direct the Secretary 
of the Interior to issue to the Colorado River Commission of Nevada, 
acting for and on behalf of the State of Nevada, a patent or patents to 
some 126,775 acres of public lands in Nevada. The patents would be 
issued upon the payment by the State, not more than 5 years after 
the Secretary has notified it of the purchase price, of an amount equal 
to the fair market value of the lands to be conveyed as determinedady 
the Secretary. The Commission could obtain a portion of the land 
upon the payment of an amount equal to the appraised value of that 
portion, but no purchase could be of less than 10,000 acres. Valid 
existing claims against the lands would be protected, and the convey- 
ance would be subject to any reservations necessary to protect con- 
tinuing uses of the lands by the United States. If the State should 
purchase any lands subject to a lease, permit, license, or contract 
issued under the Mineral Lands Leasing Act of February 25, 1920, as 
amended (30 U.S. C., sec. 181 et seq.), it would be required to purchase 
all the lands described in S. 1568 which are subject to that lease, 
permit, license, or contract. The State would in the case of such a 
purchase assume the position of the United States under that lease, 
permit, license, or contract. In other respects the terms and condi- 
tions of the lease, permit, license, or contract, and rights thereunder, 
would be unaffected. 

We understand that the State of Nevada desires to acquire the 
lands in question in order to develop their potential economic values 
(including agricultural, industrial, residential, and commercial values). 
At present very little use is made of the area. It is arid and requires 
the provision of water supplies for development. Some effort has 
been made at private development of underground water supplies 
under the act of October 22, 1919 (41 Stat. 293), as amended (43 
U. S. C. 351-360). In this connection, two wells were drilled to a 
depth in excess of 1,000 feet without success, and it appears that the 
efforts under that act are doomed to complete failure. One active 
gravel operation exists in the area. Except for 4 small tracts amount- 
ing to 20 acres, the area described in the bill is a solid block of Federal 
land. The lands are thus undeveloped with little likelihood of de- 
velopment in the near future under the public land laws. We know 
of no Federal need for the lands nor of any public values which need 
to be protected other than those which would be protected by the 
terms of the bill. 

The Bureau of Land Management of this Department which ad- 
ministers the lands to be conveyed under S. 1568 has reported as 
follows: 

“Our records show the following: 

“1. Allowed applications under the Pittman Act covering about 
8,000 acres. As indicated above, we expect these to fail for lack of 
discovery of water. 

“2. Unallowed applications under the Pittman Act covering about 
5,000 acres which would be rejected if the bill is enacted since the 
applicants as yet have no rights under the law. 
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“3. Rights-of-way granted to the Metropolitan Water District of 
Southern California, Nevada State Highway Department, Bureau of 
Reclamation, and to five utility or pipeline companies. 

“4, Oil and gas lease covering about 19,000 acres. 

“5. Oil and gas applications covering ‘about 3,000 acres. These 
are subject to rejection because their allowance is discretionary under 
the law. 

“6. Two Bureau of Land Management improvement projects 
(stock reservoirs). 

“7, An active sand and gravel operation. Other mining claims, 
not of record in the Bureau, may exist in the area.” 

Under section 3 of S. 1568 the rights of both the United States and 
other parties would be protected. The Bureau of Reclamation of this 
Department, however, believes that, because of the mountainous 
terrain, it may be necessary to route any future transmission lines 
through the area. Accordingly, we suggest the insertion after “reser- 
vations” at page 3, line 21, of the words ‘“‘now or in the future”. To 
protect the interests of the River Commission we suggest the addition 
of the following sentence: ‘In establishing any future easements, 
however, no lands shall be included upon which substantial improve- 
ments have been placed by the grantee or its successor in interest.’ 

Moreover, it is questionable if section 3, phrased in terms of ‘‘exist- 
ing valid claims against the lands,’’ would prove adequate to protect 
all valid rights. We suggest, therefore, that the words “claims 
against” at page 3, lines 19 and 20, be deleted, and the words “rights 
pertaining to’ be ‘substituted in their stead. Among the “existing 
valid rights pertaining to the lands” which would be protected would, 
we assume, be the right of persons who have, pursuant to regulations 
(43 C. F. fk sec. 161. 15), made permanent improvements on the 
Federal range to obtain compensation for the loss of those improve- 
ments from the party receiving patent to the land. 

Since the land described in S. 1568 does not appear suitable for 
development under any existing Federal laws, since there has been 
no competing demand for this land, and since, under existing condi- 
tions, little use is being made of it or can be made of it, we interpose 
no objection to the bill’s enactment. We do not consider that the 
enactment of S. 1568 would serve as a precedent for future sales of 
public lands en bloc. We merely regard S. 1568 as special legislation 
designed to meet a special situation. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 


O 
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85TH CONGRESS } SENATE { Report 
1st Session No. 277 


PROVIDING FOR THE RECONVEYANCE OF CERTAIN 
LAND TO THE CITY OF SPEARFISH, S. DAK. 


May 1, 1957.—Ordered to be printed 


Mr. Bisie, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 2401] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 2401) to provide for the reconveyance of 
certain land to the city of Spearfish, S. Dak., having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 2401 would reconvey to the city of Spearfish, S. Dak., without 
consideration, a l-acre tract of land adjacent to and used as a part of 
the city’s park, which the city transferred to the Federal Government, 
through a third party, in 1936, for the expansion of a fish hatchery. 
The land is no longer used or wanted by the Federal Government. 

Prior to its conveyance to the United States in 1936, the land 
described in H. R. 2401 was owned by the city of Spearfish, S, Dak. 
The city desired to assist in the expansion of the Federal fish hatchery 
by donating the land to the Federal Government. However, due to 
certain limitations in the city charter it was necessary to donate the 
land through an individual. On September 3, 1935, the city council 
passed a resolution agreeing to donate the land to the Federal Govern- 
ment with the stipulation thatthe land would revert back to the city 
should the land cease to be used by the. United States for fish culture 
purposes. 

On April 10, 1936, an agreement was entered into between the city 
of Spearfish and the secretary of the Spearfish Chamber of Commerce, 
providing for the conveyance of the land to said secretary who, in 
turn, was to transfer and convey said land to the United States. The 
agreement, which is set forth in full below, contained the reversionary 
clause mentioned above. The 1l-acre tract was conveyed to the said 
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secretary for the consideration of $1 and on May 16, 1936, the property 
was conveyed to the United States. Through an oversight, the land 
was conveyed by regular warranty deeds without the reversionary 
clause stipulated in the city council’s resolution, and in the signed 
agreement mentioned above. 

Following the donation of the 1-acre tract to the United States, a 
small stone building valued at $1,500 was constructed on the property 
for use as an auxiliary hatchery building. Several years later the 
water supply became unsuitable and operations at the auxiliary unit 
were abandoned in the later 1940’s. 

Since 1948, the city of Spearfish has been using the property for 
recreational purposes, under a Federal use permit, as part of the city 
park. A new Federal fish hatchery is in use 8 or 10 miles west of 
the city. 

No expenditure of Federal funds is authorized or required by this 
legislation. 


AGREEMENT OF CONVEYANCE STIPULATED BY THE CITY OF 
SPEARFISH, S. DAK, 


The agreement entered into between the city of Spearfish and the 
secretary of the Spearfish Chamber of Commerce for the conveyance 
of the land in question is set forth following: 


AGREEMENT 


Whereas it appearing to the city council of the city of 
Spearfish, Lawrence County, S. Dak., that the Federal fish 
hatchery located at the city of Spearfish needs additional 
land to expand and properly develop said Federal fish hatch- 
ery; and 

Whereas the city of Spearfish is the owner of certain land as 
hereinafter described, adjacent to and which will further the 
cause of said Federal fish hatchery, and the city council of 
the said city of Spearfish at a regular meeting on the 3d day of 
September 1935 passed a resolution to sell said land, and it 
appearing that in order to transfer title to said land the same 
must be conveyed to some private person for conveyance to 
the proper agency of the United States Government; and 

Whereas D. W. George, secretary of the Spearfish Chamber 
of Commerce is a suitable person to whom transfer of 
title to said land should be made; and 

Whereas at a regular meeting of the city council on the 7th 
day of October 1935, after publishing notice, according to law, 
of sale of said land as hereinafter described, on motion made 
by Alderman L. C. Emerson to accept bid as presented and 
filed by D. W. George, and passed by unanimous vote of the 
city council: Now, Shirsfors 

It is hereby agreed by and between the city of Spearfish, as 
first party, and b. W. George, as second party, That upon the 
execution of a conveyance of title by said first party to said 


second party, to the real estate situated in Lawrence County, 
S. Dak., described as follows: 
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Lot 1—A of the northwest quarter (NW) of the south- 
east quarter (SE) of section fifteen (15) in township six 
north 6 N) of range two east (2 E) of the Black Hills 
meridian, containing one acre, 

to be transferred and conveyed unto the proper agency of the 
United States Government for the use of said Federal Fish 
Hatchery, that in the event said described land shall ever 
cease to be needed and used by the said Federal Fish Hatch- 
ery for the purposes for which title to the same has been 
conveyed, then in that event all rights, title and interest in 
and to the said land as herein described shall unequivocally 
revert to the said first party. 
Dated this 10th day of April 1936. 
Signed: First party. 
Tue City or Spearfish, S. Dax. 
By E. Russetu, President of the Council. 
E. Russe (in Absence of Mayor). 
Signed: Second party. 
D. W. GrorGe, 


AGENCY REPORTS 


Set forth below are favorable reports submitted by the Department 
of the Interior and the Bureau of the Budget on S. 223, a bill intro- 
duced by Senator Mundt, of South Dakota, which is identical to H. R. 
2401. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 20, 1987. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear SENATOR Murray: Your committee has requested a report 
on S. 223, a bill to provide for the reconveyance of certain land to the 
city of Spearfish,S. Dak. This bill would require the Secretary of the 
Interior to transfer to the city of Spearfish, S. Dak., a 1l-acre tract 
of land that was originally provided by the city for purposes of a fish 
hatchery at Spearfish, S. Dak. 

We recommend the enactment of S. 223. 

This small tract of land that would be reconveyed to the city of 
Spearfish, S. Dak., was provided by the city, in 1936, for expansion of 
a Federal fish hatchery in that city. At that time, there was con- 
siderable need for expansion of the hatchery at Spearfish. The 
hatchery had been in existence since 1899, but had become inadequate 
to meet the need for increased production of fish for stocking Federal 
waters in the Black Hills region. The city desired to assist in ex- 
panding the fish production in that area and because of certain limita- 
tions in its charter, the land in question was donated to a third party 
who, in turn, conveyed it to the United States. We understand that 
it was the intention of the city that such land should be conveyed to 
the United States, subject to a condition that such land would revert 
to the city if it should cease to be used for fish-cultural purposes; how- 
ever, the deed of conveyance to the United States did not contain 
such a provision. 
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Following donation of the 1-acre tract to the United States, a small 
auxiliary hatcherybuilding was constructed of stone on the property. 
This auxiliary unit was operated for several years thereafter. Due to 
a change in local conditions, the water supply for the hatchery be- 
came unsuitable, however, several years later. Operations at the 
auxiliary unit were abandoned in the late 1940’s and, since 1948, the 
city of Spearfish has been using the property for recreational purposes 
pursuant to a Federal use permit. The Federal Government has 
spent no additional funds on the property since 1948. 

We have been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to the Congress, 

Sincerely yours, 
HatricLp CHILSON, 
Assistant Secretary of the Interior. 





Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BupGeEt, 
Washington, D. C., January 28, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
January 12, 1957, with respect to S. 223, a bill to provide for the 
reconveyance of certain land to the city of Spearfish, S. Dak. 

In response to your request you are advised that nothing has 
transpired which changes the opinions expressed in our report of 
July 23, 1956, on S. 3852 of the 84th Congress. 

Sincerely yours, 
Ropert E. Merriam, 
Assistant Director. 





Executive Orrick OF THE PRESIDENT, 
BurREAU OF THE BupGeEt, 
Washington, D. C., July 23, 1956, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 

My Dear Mr. Cuatrman: This will acknowledge your letter of 
May 26, 1956, requesting the Bureau of the Budget to comment on 
S. 3852, a bill to provide for the reconveyance of certain land to the 
city of Spearfish, 5. Dak, 

This bill would provide that the Secretary of the Interior shall 
transfer by quitclaim deed to the city of Spearfish, S. Dak., all right, 
title, and interest of the United States to a 1-acre tract of land origi- 
nally conveyed to the Federal Government by that city for Federal 
fish-hatchery purposes. The estimated value of the property that 
would be conveyed pursuant to this bill would not exceed $2,000. 

The 1-acre tract of land involved in this bill has not been used for 
fish-cultural purposes since the late 1940’s and, since 1948, the city of 
Spearfish has been using the property for recreational purposes 
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pursuant to a Federal use permit. Inasmuch as the deed of convey- 
ance to the United States did not contain a provision that the land in 
uestion be reconveyed to the city if it should cease to be used for 
sh-cultural purposes, but such was apparently the intention of the 
city, this office would have no objection to the enactment of S. 3852; 
Sincerely yours, 
Ropert E. Merriam, 
Assistant to the Director: 


O 
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EXPRESSING THE SENSE OF THE CONGRESS WITH RESPECT TO 
THE RECOGNITION OF THE ALTAR OF THE NATION, LOCATED 
IN THE CATHEDRAL OF THE PINES, RINDGE, N. H., AS A MEMO- 
RIAL TO ALL AMERICAN WAR DEAD 


May 1, 1957.—Ordered to be printed 


Mr. Biste, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 91] 


The Committee on Interior and Insular Affairs, to whom was 
referred the concurrent resolution (H. Con. Res. 91) expressing the 
sense of the Congress with respect to the recognition of the Altar of 
the Nation, located in the Cathedral of the Pines, Rindge, N. H., as a 
memorial to all American war dead, having considered the same, 
report favorably thereon without amendment and recommend that 
the concurrent resolution do pass. 


EXPLANATION OF THE RESOLUTION 


The Altar of the Nation in the Cathedral of the Pines is a nationally 
recognized memorial to all American war dead who sacrificed their lives 
in war service, whether as military personnel, as civilians in war or 
defense work, or as pioneers who brought America into being. 

The Cathedral of the Pines is an outdoor place of worship located 
on a pine-crested knoll in Rindge, N. H. The cathedral properties 
cover some 300 acres. 

Title to the Cathedral of the Pines is vested in the Cathedral of the 
Pines Trust, a nonprofit organization. The trustees are lay people 
representing different beliefs. No chuch or clergyman has any juris- 
diction over the Cathedral of the Pines. 

The committee is informed that over 600 services of 37 different 
religious faiths have been conducted in the Cathedral of the Pines; 
that approximately 2 million people from every country in the world 
have visited the cathedral; and that the average weekly number of 
visitors during the summer months amounts to some 40,000. 
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The Cathedral of the Pines is supported by unsolicited voluntary 
contributions; no collections are taken at any service; and there are no 
admission or parking charges. 

The committee points out that by passing House Concurrent 
Resolution 91, as amended, the Congress of the United States would be 
expressing its recognition of the Altar of the Nation in the Cathedral 
of the Pines, a deserving tribute to this unique memorial to all 
American war dead. 


NO FEDERAL EXPENDITURES 


The concurrent resolution does not provide for or contemplate the 
expenditure of Federal funds for maintenance or any other purpose, 
nor does it provide for or contemplate any Federal copaneiaiiie or 
participation in connection with the memorial of the Cathedral of 
the Pines organization. 

AGENCY REPORTS 


The concurrent resolution, as passed by the House of Representa- 
tives and as reported by the committee, incorporates suggested 
amendatory language offered by executive agencies whose reports 
are set forth below. 

Legislation which would accomplish this same objective was 
introduced in the Senate by Senator Bridges, of New Hampshire. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 20, 1957. 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enate: Your committee has requested a report on 
House Concurrent Resolution 91, a concurrent resolution expressing 
the sense of the Congress with respect to the recognition of the Altar 
of the Nation, located in the Cathedral of the Pines, Rindge, N. H., 
as a national shrine. 

For reasons hereafter stated, we would not object to this proposal 
if amended as hereafter suggested. 

The Altar of the Nation in the Cathedral of the Pines is an outdoor 
place of worship near Rindge, N. H. It was begun as a memorial by 
the parents of Ist Lt. Sanderson Sloane, pilot of a B-17 bomber that 
was shot down near Koblenz, Germany, in the first of the mass day- 
light bombings of World War Il. We are informed that, from time 
to time, many religious denominations have used the site as a place of 
worship and that a great number of people visit the area. We are 
aware of the merits of the Altar of the Nation in the Cathedral of the 
- Pines as a natural place of worship. 

Considerable study was given by your committee and this Depart- 
ment during the last Congress to the general question of establishing 
or designating particular properties as “national shrines.” We believe 
there was general agreement that the application of such designation 
to areas outside of the national park system would not be desirable. 
That system includes many nationally significant historic areas and 








ALTAR OF THE NATION IN CATHEDRAL OF PINES 3 


memorials; however, there is at present no separate category of areas 
that are designated as “national shrines.”” ‘To recognize such desig- 
nation outside of the federally controlled properties in the national 
park system would be confusing to the public and would be generally 
undesirable, in our opinion. 

The Advisory Board on National Parks, Historic Sites, Buildings, 
and Monuments is in agreement with this position. The Board is of 
the opinion that recognition of a new category of national shrines by 
the Congress would open the door to a myriad of national shrine 
projects of undetermined character, significance, and cost. 

For the foregoing reasons, we would have no objection to this 
proposal if it is revised so as to avoid designation of the property in 
question as a ‘national shrine.”” We suggest, accordingly, that the 
proposal be revised to read somewhat as follows: 

“That it is the sense of the Congress that the ‘Altar of the Nation,’ 
located in the Cathedral of the Pines, Rindge, N. H., has been ded- 
icated as a public service to the Glory of God as a memorial to all 
American war dead, and such action by the owners thereof is hereby 
commended by the Congress of the United States.’ 

The Bureau of the Budget has advised us that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
HatFieLtp CHILSON, 
Assistant Secretary of the Interior. 





Tue AMERICAN BatrLE MonuMENts CoMMISSION, 
Washington, D. C., February 20, 1957: 
Hon. Ciarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. CHairMAN: Reference is made to letter of this Com- 
mission, dated February 13, 1957, reporting unfavorably to your 
committee on House Concurrent Resolution 91, to provide for the 
recognition of the Altar of the Nation, located in the Cathedral of 
the Pines Rindge, N. H., as a national shrine. 

The Commission now understands that the language of the resolu- 
tion is to be amended in such way as to remove therefrom the word 
“national.” With this change it would have no objection to adoption 
of the resolution and requests that its report be revised accordingly. 

As the time factor does not permit, this request has not been referred 
to the Bureau of the Budget. 

Faithfully yours, 
CuHar.es B. Suaw, 


Colonel, AGC, Officer in Charge. 


. 
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Tue American Battie MonuMENts ComMIssIoN, 
Washington, D. C., February 18, 1957. 
Hon. Ciair ENGte, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: In compliance with request made in your 
letter of February 5, 1957, the American Battle Monuments Commis- 
sion has the honor to present the following comments with respect to 
House Concurrent Resolution 91, to provide for the recognition of the 
Altar of the Nation, located in the Cathedral of the Pines, Rindge, 
N. H., as a national shrine. 

So far as is known to the Commission, the Cathedral of the Pines 
is not of such national interest or significance as to distinguish it over 
and above other memorials dedicated to all American war dead which 
have been or may hereafter be created by non-Federal means. Failing 
such distinction as would place it within the objectives of the act of 
August 21, 1935 (49 Stat. 666, 16 U.S.C. 461), authorizing the preser- 
vation of historic sites, buildings, and objects of national significance 
and providing for cooperation with States and with local or private 
agencies in the development of historic areas of national interest, the 
Commission feels that enactment of House Concurrent Resolution 91 
would be undesirable. 

This report hes been submitted to the Director, Bureau of the 
Budget, who advises that there is no objection to its submission to 
your committee. 

Faithfully yours, 
CuARLES B. SHaw, 
Colonel, AGC, Officer in Charge. 


O 
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Mr. Kennepy, from the Special Committee on the Senate Reception 
Room, submitted the following 


REPORT 


{Pursuant to 8. Res. 145, as amended by 8S. Res 297 of the 84th Cong.) 


The Special Senate Committee on the Senate Reception Room, 
established by Senate Resolution 145 of the 84th Congress, as amended, 
having completed its deliberations thereunder, hereby report its 
findings to the Senate and recommend that there be placed in the 
five unfilled spaces in the Senate reception room paintings portraying 
the following five outstanding Senators of the past: 

Senator Henry Clay, of Kentucky, who served in the Senate 
1806-7, 1810-11, 1831-42, 1849-52 

Senator Daniel Webster, of Massachusetts, who served in the 
Senate 1827-41, 1845-50 

Senator John C. Calhoun, of South Carolina, who served in the 
Senate 1832-43, 1845-50 

Senator Robert M. La Follette, Sr., of Wisconsin, who served in 
the Senate 1906-25 

Senator Robert A. Taft, of Ohio, who served in the Senate 1939-53 


I, THE CREATION AND FUNCTIONING OF THE COMMITTEE 


The establishment of the Special Senate Committee on the Senate 
Reception Room was the result of joint effort by the majority and 
minority leadership embodied in Senate Resolution 145 of the 84th 
Congress, Ist session. The necessity for the resolution was set forth 
in the whereas clauses as follows: 


Whereas the reception room in the Capitol outside the 
Senate Chamber was originally designed to contain medal- 
lion likenesses of outstanding Americans; and 

Whereas there are at present five unfilled spaces in the 
Senate reception room for such medallions; and 
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Whereas it is the public interest to accomplish the original 
objective of the design of the Senate reception room without 
further delay * * * 


The committee was charged with the duty of selecting— 


five outstanding persons from among all persons, but not a 
living person, who have served as Members of the Senate 
since the formation of the Government of the United States, 
whose paintings shall be placed in the five unfilled spaces in 
the Senate reception room. 


The original resolution called for the committee to report its selections 
at the rate of 1 selection per Congress; but this was subsequently 
amended by Senate Resolution 297 of the 84th Congress, 2d session, 
which extended the life of the committee and provided that all 5 
selections should be reported by May 1, 1957. 

Under the resolution, the committee was “authorized to employ 
such assistants and to make such expenditures as it deems advisable.” 
The committee was fortunate in obtaining the services of Charles L. 
Clapp, formerly of the faculties of the University of California and 
Florida State University, who originally undertook this project while 
serving as a congressional fellow of the American Political Science 
Association, having been 1 of 5 teachers of political science selected by 
that organization in national competition to spend a year in Wash- 
ington working with Congress, and who at the request of the chairman 
has voluntarily continued to serve the committee’s staff needs during 
the current session. The committee is indebted to Mr. Clapp for his 
willing and able assistance. 

The Library of Congress was asked, on a reimbursable basis, to 
prepare biographies on the senatorial careers of the leading nominees 
to be selected by the committee. Of the $10,000 allotted to the 
committee under the resolution, $9,466.68 has been returned. (A 
report of the committee’s expenditures appears as appendix B of this 
report.) 

The committee was also authorized, under the resolution, ‘“‘to seek 
advice and recommendations from such historians and other sources, 
including the general public, as it deems advisable.””’ The committee, 
while reserving its responsibility for the final decision, at its organi- 
zational meeting in June of 1956 decided to poll the outstanding 
historians and political scientists of the country on their preferences 
for the five Senators whose portraits were to be placed in the reception 
room. To assist it in the composition of this panel of schol&rs, the 
committee appointed an advisory committee of political scientists and 
historians representing every part of the country and both major 
parties. The committee is particularly indebted to Prof. Allan Nevins, 
of Columbia University, the Pulitzer prize-winning historian and 
author who served as chairman of the advisory committee. The 
other eight members of the advisory committee were as follows: 

Prof. Wilfred Binkley, Ohio Northern, historian, political scien- 
tist, and author, mayor of Ada, Ohio. Currently vice presi- 
dent of American Political Science Association, member of 
National Historical Publications Commission. 

Prof. Fletcher Green, University of North Carolina, professor of 
History, contributor to historical journals. 
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Dr. Ernest Griffith, Director of Legislative Reference Service, 
Library of Congress, since 1940. Historian, political scientist. 
Author of several books about Congress. 

Prof. John D. Hicks, University of California, author and his- 
torian. Former officer of the American Historical Society and 
president of the Agricultural Historical Society. 

Prof. Arthur N. Holcombe, Harvard University, former president 
of American Political Science Association, author, historian, 
and public servant. 

Prof. Merritt Pound, University of Georgia, former president ot 
the Southern Political Science Association. Author of books 
on Constitution and American Government. 

Prof. Walter Prescott Webb, University of Texas, prize-winning 
author and historian, vice president of American Historical 
Association. 

Prof. Leonard D. White, University of Chicago, former president 
of American Political Science Association: also former presi- 
dent of the American Society for Public Administration; 
member of Loyalty Review Board and Hoover Commission 
Task Force; prize-winning author and professor of political 
science and history. 

The advisory committee, under the chairmanship of Professor 
Nevins, recommended to the Senate committee a panel of more than 
150 scholars which they considered to represent the best experts in 
the Nation on the history of the Senate, which represented every 
State in the Union and which fairly reflected all regional and political 
points of view. Assupplemented by the Senate committee, the names 
comprising this panel are listed in appendix A of this report. 

The advisory committee was also asked to suggest criteria for selec- 
tion of five outstanding Senators, in order that these criteria might 
be incorporated in the letter sent to the panel of scholars. These 
criteria, as recommended by the advisory committee, were approxi- 
mately as follows: First, that the Senators should be chosen without 
regard for their services in other offices; second, that they should 
be distinguished for acts of statesmanship transcending party and 
State lines; and third, that the definition of “‘statesmanship”’ may well 
include leadership in national thought and constitutional interpre- 
tation as well as in legislation. 

The chairman polled the members of the panel in accordance with 
the above criteria early in 1957; and their roughly 150 replies were 
studied and circulated among the members of the Senate committee. 
Additional inquiries were sent to outstanding former Senators with 
long periods of service and other public figures. In addition, approxi- 
mately 600 letters were received from members of the general public 
containing suggestions; and suggested names and procedures con- 
tained in newspaper editorials throughout the country were also 
considered. 

Finally, each Member of the Senate was asked to submit nomina- 
tions; and these replies were also circulated among the members of the 
committee. 

On the basis of these letters, the criteria suggested, and the more 
than 65 names nominated, the members of the special committee 
made their final deliberations, assisted by the detailed biographies 
prepared by the Library of Congress and their own independent 
studies. 
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Il. PURPOSE AND OBJECTIVES 


The necessity for the establishment and functioning of the com- 
mittee as described above is made clear in the resolution: Five 
unfilled spaces designed to contain the likenesses of outstanding 
Americans do exist in the reception room outside the Senate Chamber; 
it is fitting that these vacancies be filled with the portraits of out- 
standing Senators of the past; and it is appropriate that the entire 
Senate, through a duly constituted committee, be consulted in the 
matter. 

The committee feels, however, that the value of this project goes 
beyond the basic necessity for its creation. The Senate emphasized 
in the discussion preceding passage of the resolution, and the com- 
mittee has attempted to emphasize during the past year, that there 
is considerable merit in stimulating interest among the general public 
and the Senate itself in the high traditions of the Senate, in the 
political problems faced by even our most distinguished statesmen, 
and in the bigh standards of the past which might be inspiring or 
emulated today. It is the committee’s hope that the considerable 
interest evoked by this project will be of value at a time when the 
democratic way of life is under pressure from without and the problems 
and conflicting pressures involved in the political profession are 
frequently misunderstood within our own country. The committee 
has attempted in a small way to focus the Nation’s attention upon 
the Senate and its distinguished traditions, upon the high quality of 
men who have served in the Senate, and upon the significant role 
that the Senate has played in the history of our Nation. The mem- 
bers of the special committee thus hope that an increasing awareness 
of national ard senatorial history which should not be forgotten will 
be of benefit to the general public and to the Senate itself. 

Bearing this objective in mind, the members of the special committee 
recognized that they faced a particular problem with respect to 
Senators of the 20th century. We realize that many of those nomi- 
nated from this period were men with whom contemporary Senators, 
including members of the committee, have served, and about whom 
both sentiment and prejudice may still exist in sufficient quantity 
to influence the opinions of Senators, historians, and the general 
public with respect to the stature of these more recently deceased 
Senators. Nevertheless, the mandate of the Senate as contained in 
Senate Resolution 145 called for the selection to be made ‘“‘from among 
all persons * * * who have served as Members of the Senate since 
the formation of the Government”’; and this clearly implied that, to 
the extent possible, the entire history of the Senate should be con- 
sidered and represented in the selection process. It is important to 
note, moreover, that to eliminate consideration of 20th century 
Senators and thus to impose a cutoff date of 1900 may well have 
meant imposing in effect a cutoff date of approximately 1850, because 
of the predominance of outstanding Senators from the period of 1830 
to 1850 compared with those in the latter half of the century. 

The members of the special committee recognize, with humility, 
the hazards of attempting to pass judgment on other Members of 
the Senate; and we claim for ourselves neither the detachment nor 
the expertness of professional historians. We recognize that no other 
Senator or committee of Senators would have necessarily reached the 
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same conclusions. Nevertheless, the committee wishes to stress the 
following considerations in evaluating its final choices: 

1. The five Senators of the past whose portraits it is recommended 
should be placed in the Senate reception room are not offered as “the 
five greatest”? Senators of all time. The Senate resolution instead 
called for simply— 


five outstanding persons from among all persons, but not a 
living person, who have served as Members of the Senate 
since the formation of the Government. 


2. The decisions of the special committee in agreeing to these five 
names were unanimous. 

3. Although no member of our panel of scholars recommended the 
identical 5 names, & majority suggested 4 of the same 5 (always omit- 
ting a different one); and Clay, Webster, Calhoun, and La Follette 
were among the top 5 receiving the most endorsements from this 
panel. The same 4 names were also among the top 5 receiving the 
most endorsements from those Senators who responded to our in- 
quiry; and the late Senator Taft, whose name completes the 5 recom- 
mended by our committee, was the first choice of the Senators who 
responded and among the first 10 in the poll of scholars. 

4. The committee recognizes that objections can be raised against 
each of the 5 selected, just as they can be raised against all of the 
more than 65 names suggested. The committee received, for example, 
exceptions to the selection of Webster because of his laxity in financial 
matters and to Calhoun because of his sectional views. Some thought 
Clay too much of a compromiser, Taft too much of a negativist, 
La Follette too much of an isolationist. Nevertheless the committee 
felt these considerations to be outweighed by the overall statesman- 
ship of these five Senators, their service to the Nation, and their 
impact on the Senate, the country, and our history. They are not 
necessarily, as already pointed out, the five greatest Senators; nor 
the most blameless or irreproachable ones, nor models of contemporary 
behavior. Allowance must be made, moreover, of the times, the 
morals, and the practices of the period in which each served; and 
political and policy differences should not diminish their claim to the 
label “‘outstanding.” 


III). RECOMMENDATIONS AND CONCLUSIONS 


The excellence of the many letters received by the committee, and 
the merits of numerous Senators of the past, caused the committee to 
regret tbat a selection of only five names was permitted. Perhaps 
some future committee of the Senate, meeting at some future date, 
will find occasion to honor additional names. Among other Senators 
deserving of special recognition whose names were most prominently 
mentioned in letters received by the committee from Members of the 
Senate, the panel of scholars, and the general public were the following 
(arranged in alphabetical order, along with the dates of their service 
in the Senate): 

Alben W. Barkley, of Kentucky—1927-49; 1955-56 
Thomas Hart Benton, of Missouri—1821-51 
William Borah, of Idaho—1907-40 

Stephen Douglas, of Illinois—1847-61 
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Oliver Ellsworth, of Connecticut—1789-96 
Carter Glass, of Virginia—1920-46 

Justin Smith Morrill, of Vermont—1867-98 
George Norris, of Nebraska—1912-42 

John Sherman, of Ohio—1861-77, 1881-97 
Charles Sumner, of Massachusetts—1851-74 
Lyman Trumbull, of Illinois—1855-73 
Oscar Underwood, of Alabama—1915-27 
Arthur Vandenberg, of Michigan—1928-52 
Robert Wagner, of New York—1927-49 
Thomas Walsh, of Montana—1913-33 

The committee has concluded, nevertheless, that the resolution 
of the Senate calling for the selection of “five outstanding Members of 
the Senate since the formation of the Government” would best be 
fulfilled by the selection of the following five distinguished Senators of 
the past, as representing to the extent possible the most significant 
periods in the history of the Senate, the highest traditions and qualities 
of the Senate and its Members, and the great political and regional 
movements of the past—men whose statesmanship, transcending 
party and State lines, left a permanent mark on our Nation’s history 
and brought distinction to the Senate. 

(The following biographies, prepared with the assistance of the 
Library of Congress, attempt to summarize the highlights of the 
senatorial careers of each Senator selected without evaluating their 
political or legislative philosophies:) 

Henry Ctay, born in Hanover County, Va., on April 12, 1777, 
moved in 1797 from Virginia to Lexington in the recently formed State 
of Kentucky in order “to grow up with the West.” The political career 
of this successful lawyer included service in the Kentucky Legislature, 
as Speaker of the United States House of Representatives, as a leader 
in the Senate of the United States, as peace commissioner following the 
War of 1812, and as Secretary of State, and several unsuccessful 
attempts to capture the Presidency of the United States. 

At the age of 29, he was first elected to the Senate on November 19, 
1806, to serve out an unexpired term until March 3, 1807. He was 
next elected to the Senate a few years later for the period January 4, 
1810, to March 3, 1811, to fill a vacancy caused by a resignation. 

On November 10, 1831, he was elected to the Senate to fill a vacancy 
in a term beginning March 4, 1831. He was reelected in 1836 and 
served until his intended permanent resignation on March 31, 1842. 
Seven years later, however, he was again elected to the Senate, where 
he remained from March 4, 1849, until his death in 1852. The high 
point of each of these periods was passage of compromise legislation 
for which Clay was responsible, and which is credited with patching 
up the peace between irreconcilable regional interests of the country: 
The Tariff Compromise of 1833, preventing secession and war over 
President Jackson’s efforts to force an end to South Carolina’s at- 
tempted nullification of the Tariff Act of 1832; and the famous Com- 
promise of 1850, postponing war for an important decade by compro- 
mising on the issues of new States and Territories, the extension of 
slavery, and the enforcement of the fugitive slave law. 

These two great compromises, together with the Missouri Compro- 
mise of 1820 for which Clay was largely responsible while a Member 
of the House of Representatives, constitute his greatest legislative 
achievements. 
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However, he participated in many other efforts, including perfecting 
the Army and the Navy, and the national fortifications; settling the 
fiscal and financial policy of the Government in more than one crisis 
of apparently threatened revolution; asserting and calling into exer- 
cise the powers of the Government for making and improving internal 
communications between the States; arousing and encouraging the 
Spanish-American colonies on this continent to throw off the foreign 
yoke, and to organize governments on principles congenial to our own; 
establishing equal and impartial peace and amity with all existing 
maritime powers; extending the constitutional organization of govern- 
ment over all the vast regions secured in his lifetime by purchase or 
by conquest; encouraging American industry and agriculture; and 
developing internal improvements. 

In the Senate, Clay’s personality, his forcefulness, his power of 
oratory, his stature and skill, all contributed to make him promptly a 
leader and a dominant influence, who won warmhearted admiration 
even from his opponents. His influence served to persuade more 
narrow politicians and strong sectionalists to accept the compromises 
which preserved the unity of the Nation; and his death in 1852, in 
his 76th year, was the occasion for sadness throughout the country. 

DanteL WessTeER was born in Salisbury (now Franklin), N. H., 
on January 18, 1782, and died at Marshfield, Mass., October 24, 1852. 

When he took his seat as the United States Senator from Massa- 
chusetts on December 17, 1827, he had already served two terms 
(1813-17) as a Representative from his native New Hampshire; moved 
to Boston to engage in an extensive law practice; served three terms 
as Representative from Massachusetts (from March 4, 1823, to May 
30, 1827); and attained, in his practice before the Supreme Court, an 
eminence in the legal profession second to none, playing a leading part 
in such great constitutional combats as the Dartmouth College case, 
McCulloch v. Maryland, and Gibbons v. Ogden. 

When, in January of 1830, in a debate over public lands, Senator 
Robert Y. Hayne, of South Carolina, declared that “the sovereignty 
and independence of the States’ should be protected against the 
“evil” of “the consolidation of this government,”’ Webster responded 
in what was “perhaps the most powerful speech ever delivered in 
Congress”: first defending his State against the charge of selfish 
sectionalism, then proceeding to a general defense of the National 
Government—‘“‘a popular government, erected by the people,’”’ which 
should not be destroyed by nullification. Liberty, said, could 
not exist without this bastion; it was “Liberty and Union, now and 
forever, one and inseparable!”’ 

In succeeding years in the Senate, apart from his brilliant per- 
formance as Secretary of State and repeated hopes for the Presidency, 
Webster concerned himself with the encouragement of industry and 
commerce, with the national bank, the tariff, and internal improve- 
ments, acting always with splendid dignity and delivering always the 
most brilliant orations. 

The “second peak” of his career in the Senate was his famous “7th 
of March” speech in support of Clay’s Compromise of 1850, a speech 
he made ‘‘not as a Massachusetts man, nor as a northern man, but 
as an American and a Member of the Senate of the United States.” 
Though it incurred the unrelenting wrath of the Massachusetts aboli- 
tionists and doomed his political future, the speech did much to save 
the Compromise and the Union. 
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Webster served once more as Secretary of State, in the Cabinet of 
President Fillmore, before his death on October 24, 1852. 

Joun C. Catnoun, born on March 18, 1782, in the present Abbe- 
ville County in the South Carolina uplands, served as Secretary of 
War, Vice President, Representative, Senator, Secretary of State, and 
hoped to become President; but as a politician he is best remembered 
for his service in the United States Senate, over which he presided as 
Vice President from 1825 to 1832, and in which he served as Senator 
from South Carolina from 1832 to 1843 and from 1845 until his death 
in 1850. 

Late in 1832, he resigned the Vice Presidency under Jackson, with 
whom he had differed over the tariff and nullification, and accepted 
a Senate seat in order to argue the case in Congress. When Congress 
compromised to avoid the armed clash which seemed impending by 
reducing the tariff, Calhoun successfully urged the South Carolina 
convention to accept the settlement. 

He concerned himself also with questions of foreign relations, pub- 
lic lands, Federal fiscal policies, internal improvements, the develop- 
ment of the West, and national systems of transportation and com- 
munication. Increasingly defensive of the South and its way of life. 
he nevertheless bitterly opposed the disunionist movement. His 
efforts to defend southern rights within the Union led his tremendous 
intellectual powers as a pulitical theorist to formulate his most last- 
ing contribution to American political theory: his doctrine of the 
concurrent majority. Government, he insisted, must represent the 
whole community, by an accommodation between the great economic 
and geographical interests of the country, guaranteeing minority 
interests “either a concurrent voice in making and executing the laws 
or a veto on their execution.” Only by such a device could the “dif- 
ferent interests, orders, classes, or portions” of the community be 
protected, “and all conflict and struggle between them prevented.” 

Predicting in his speech on the Compromise of 1850 that further 
agitation of the slavery issue would end in secession, Calhoun passed 
away in Washington on March 31, 1850. At his death, he was uni- 
versally acknowledged as one of the most powerful and original polit- 
ical philosophers ever to have sat in the Senate; and history has 
endorsed this verdict. 

Rosert Marion La Fouuerres, born in a log cabin in the town of 
Primrose, Dane County, Wis., on June 14, 1855, served in the Senate 
from 1906 until his death, June 18,1925. A nationally famous Gover- 
nor of Wisconsin when elected, he had earlier represented the Third 
District of Wisconsin in the House of Representatives from 1885 to 
1891. 

Throughout his career a self-styled progressive, his first major 
speech in the Senate, on April 19, 1906, was in support of the Hepburn 
bill to restore to the Interstate Commerce Commission its original 
power to regulate rates. His continued insistence upon the principle 
of judging fair profit for the railroads upon the basis of a physical 
evaluation of railroad property bore fruit in the Railroad Evaluation 
Act of 1913. The Employers Liability Act of 1908, which he spon- 
sored, permitted injured employees to sue on broader grounds than the 
traditional common law provisions resarding employers’ negligence. 
The Hours of Service Act of 1907 made it unlawful for any common 
carrier to permit any employee to remain on duty for a longer period 
than 16 consecutive hours. 
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A pioneer in American labor legislation, he was the only Senate 
Republican in 1916 to vote for the Adamson Act, making mandatory 
an 8-hour day for railway workers; sponsored an amendment to the 
Post Office Appropriations Act of 1912 which forbade the penalization 
of postal employees for forming unions; and obtained passage of the 
Seamen’s Act of 1915, which placed American seamen in matters of 
contract on something like equality with other employees, regulating 
pr wang of punishment, living conditions on board ship, and hours of 
labor. 

Te was influential in obtaining passage through Congress in 1912 
of the proposed 17th amendment for the direct election of Senators, 
although he was not himself the author. He was instrumental, too, 
in arousing public interest in the Senate, in obtaining more frequent 
and more publicized rolleall votes, and in the establishment of a 
Legislative Reference Service in the Library of Congress. He was 
also a pioneer advocate of the establishment of an impartial, expertly 
staffed Tariff Commission, to remove the tariff issue as much as 
possible from partisan politics. 

As a means of disclosing the true source of a newspaper’s or a 
magazine’s editorial policy, he successfully sponsored a measure 
requiring most publications to publish periodically a statement as to 
ownership and circulation. He advocated detailed publication of 
campaign expenditures. 

Withstanding considerable abuse for his opposition to World 
War I he opposed undue private infringement upon public lands and 
authored the resolution calling for the investigation that exposed 
the Teapot Dome and Elk Hill public lands oil scandals. An inde- 
pendent candidate for the Presidency in 1924, in which he received 
5 million votes and the electoral vote of his home State, he died in 
Washington on June 18, 1925. 

Perhaps the outstanding spokesman for the progressive movement 
in this country, Robert La Follette had a major impact on American 
political and economic life in this century. 

Rosert Atpuonso Tart was born in Cincinnati, Ohio, September 8, 
1889, the son of later President and Chief Justice William Howard 
Taft. 

Elected in 1921, at the age of 32, to the Ohio House of Representa- 
tives, Taft served until 1926; in 1930 he was elected for a 2-year term 
in the Ohio Senate. 

A “favorite son” of Ohio in 1936, he was elected 2 years later to the 
United States Senate, where he at once became a member of the Com- 
mittees on Appropriations, Banking and Currency, and Education 
and Labor, later substituting Finance for Appropriations. 

His views on domestic and foreign policies were almost always well 
known, almost always controversial, and almost always criticized by 
one important group or another; yet even his opponents agreed that 
they were expressed with candor, sincerity, fairness, and integrity. A 
leader in his party and of the opposition, he consistently put his 
principles above partisan considerations, including his own political 
ambitions. 

A careful analyst, a cautious and frugal steward, with notable 
courage and practicality, he had little concern for remote contingen- 
cies, vague prophecies, and nebulous explanations, In securing pas- 
sage of the famous and controversial Taft-Hartley Act, Taft’s argu- 
ment, which he carried to the country, was generally considered to be 
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ruthlessly calm, incisive, and entirely objective; and he was required, 
according to his biographer, William White, to fight off extremists on 
both sides. 

When, following his own political disappointment, his party secured 
the Presidency in 1953, he emerged not merely as the dominant figure 
in the Senate, but as the chief Ceileretie and adviser of the President 
and a respected national leader. At the time of his death on July 31, 
1953, he was regarded and respected as the most responsible spokes- 
man for the conservative movement in this country. 

* ~ * * * + * 


Under the terms of Senate Resolution 145, as amended by Senate 
Resolution 297, the committee recommends that the portraits of these 
“five outstanding persons” be placed in the Senate reception room. 


APPENDIX A 


Mempers OF Pane. oF Hisrorians, PouiricaL ScriENTISTS, AND 
ScHoLtars WuHo PARTICIPATED IN THE COMMITTER’S SURVEY 


Prof. Thomas P. Abernathy, Department of History, University of 
Virginia, Charlottesville 

Prof. Douglass Adair, William and Mary College, Williamsburg, Va. 

Prof. Rex Aragon, Reed College, Portland, Oreg. 

Prof. J. Thomas Askew, Department of Political Science, University 
of Georgia, Athens 

Prof. Robert Athearn, Department of History, University of Colorado, 
Boulder 

Prof. William O. Aydelotte, Department of History, State University 
of Iowa, Iowa City 

Prof. Thomas A. Bailey, Department of History, Stanford University, 
Palo Alto, Calif. 

Prof. Thomes S. Barclay, Department of Political Science, Stanford 
University, Palo Alto, Calif. 

Prof. E. C. Barksdale, Texas State College, Arlington, Tex. 

Dr. J. P. Baxter III, president, Williams College, Williamstown, Mass. 

Prof. Samuel Flagg Bemis, Department of History, Yale University, 
New Haven, Conn. 

Prof. Walter H. Bennett, Department of Political Science, University 
of Alabama, Tuscaloosa 

Prof. Clarence A. Berdahl, Department of Political Science, University 
of Illinois, Urbana 

Prof. John K. Bettersworth, Department of History, Mississippi 
State College, Starksville 

Prof. Ray A. Billington, Department of History, Northwestern Uni- 
versity, Evanston, Ill. 

Prof. W. C. Binkley, Department of History, Tulane University, New 
Orleans, La. 

Prof. Francis J. Bowman, Department of History, University of 
Southern California, Los Angeles 

Dr. Paul Buck, director, Harvard University Library, Cambridge, 
Mass. 

Prof. Robert E. Burke, Department of History, University of Hawaii, 
Honolulu, T. H. 

Prof. Edward Burns, Rutgers University, New Brunswick, N. J. 
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Prof. James M. Burns, Department of Political Science, Williams 
College, Williamstown, Mass. 

Prof. Thomas D. Clark, Department of History, University of Ken- 
tucky, Lexington 

Dr. C. C. Cole, president, Amherst College, Amherst, Mass. 

Prof. Henry Steele Commager, Department of History, Amherst 
College, Amherst, Mass. 

Prof. Edward S. Corwin, 487 Stockton Road, Princeton, N. J. 

Prof. Richard N, Current, The Women’s College, Greensboro, N. C. 

Prof. Manning J. Dauer, Department of Political Science, University 
of Florida, Gainesville 

Prof. Conley Dillon, Department of Political Science, Marshall Col- 
lege, Huntington, W. Va. 

Prof. Dwight Dumond, Department of History, University of Michi- 
gan, Ann Arbor 

Prof. Harold Dunham, Department of History, University of Denver, 
Denver, Colo. 

President Elmer Ellis, University of Missouri, Columbia 

Prof. Benjamin Fairman, Harvard Law School, Cambridge, Mass. 

Prof. Gilbert Fite, Department of History, University of Oklahoma, 
Norman 

Prof. Allan Foley, Dartmouth College, Hanover, N. H. 

Prof. Lawrence H. Fuchs, Brandeis University, Waltham, Mass. 

Dr. George B. Galloway, Legislative Reference Service, Library of 
Congress, Washington, D. é. 

Prof. Lewis Geiger, Department of History, University of North Da- 
kota, Grand Forks 

Prof. Cullen B. Gosnell, Department of Political Science, Emory Uni- 
versity, Emory University, Ga. 

Prof. Harold F. Gosnell, Department of Political Science, American 
University, Washington, D. C. 

Dr. Frank Graham, Chapel Hill, N. C. 

Prof. Dewey W. Grantham, Department of History, Vanderbilt 
University, Nashville, Tenn. 

Prof. Wood Gray, Department of History, George Washington Uni- 
versity, Washington, D. C. 

Prof. Oscar Handlin, Department of History, Harvard University, 
Cambridge, Mass. 

Prof. A. J. Hanna, Department of History, Rollins College, Winter 
Park, Fla. 

Prof. Lawrence A. Harper, Department of History, University of 
California, Berkeley 

Prof. Robert Harris, Department of Political Science, Vanderbilt 
University, Nashville, Tenn. 

Prof. Paul T. Heffron, Department of Political Science; Boston Col- 
lege, Chestnut Hill, Mass. 

Prof. E. Allen Helms, Department of Political Science, Ohio State 
University, Columbus 

Dr. Charles R. Hicks, Department of Political Science, University of 
Nevada, Reno 

Prof. H. C. Hill, Dartmouth College, Hanover, N. H. 

Prof. Robert H. Hilliard, Department of History and Political Science, 
Ohio Northern University, Ada, Ohio 
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a men C. Hockette, 202 West Valerio Street, Santa Barbara, 

alif. 

Prof. John T. Holden, Department of Government, University of 
New Hampshire, Durham 

Prof. Lynwood Holland, Department of Political Science, Emory 
University, Emory University, Ga. 

Prof. W. Stull Holt, Department of History, University of Washing- 
ton, Seattle 

Prof. Neal Houghton, Department of History and Political Science, 
University of Arizona, Tucson 

Prof. Huey B. Howerton, Department of Political Science, University 
of Mississippi, University, Miss. 

Prof. Charles Hyneman, Department of Political Science, University 
of Indiana, Bloomington 

Prof. Marian D. Irish, Department of Political Science, Florida State 
University, Tallahassee 

Prof. Serres Department of History, University of Chicago, 
Chicago, Ill. 

Prof. Weymouth T. Jordan, Department of History, Florida State 
University, Tallahassee 

Dr. Elmer L. Kayser, George Washington University, Washington, 
D.C 


Mr. Frank R. Kent, Washington Bureau, Baltimore Sun, 1214 Na- 
tional Press Building, Washington, D. C. 

Prof. Spencer B. King, Department of History, Mercer University, 
Macon, Ga. 

President E. C. Kirkland, Bowdoin College, Brunswick, Maine 

Prof. George K. Knoles, Department of History, Stanford University, 
Palo Alto, Calif. 

Mr. Arthur Krock, Washington Bureau, The New York Times, 1701 
K Street NW., Washington, D. C. 

Prof. Earl Latham, Department of Political Science, Amherst College, 
Amherst, Mass. 

Rev. William L. Lucey, S. J., College of the Holy Cross, Worcester, 
Mass. 

Prof. Dumas Malone, Department of History, Columbia University, 
New York, N. Y. 

Prof. Harvey Mansfield, Department of Political Science, Ohio State 
University, Columbus 

Dr. Watt P. Marchman, director, Hayes Memorial Library, Fre- 
mont, Ohio 

Dean Boyd Martin, College of Letters and Science, University of 
Idaho, Moscow 

Prof. Alpheus T. Mason, Department of Politics, Princeton Univer- 
sity, Princeton, N. J. 

Prof. William H. Masterson, Department of History, Rice Institute, 
Houston, Tex. 

Prof. James McCamy, Department of Political Science, University 
of Wisconsin, Madison 

President A. Howard Meneely, Wheaton College, Norton, Mass. 

Prof. Robert L. Meriwether, Department of History, University of 
South Carolina, Columbia 

Prof. Roy F. Nichols, University of Pennsylvania, 101 Bennett Hall, 
Philadelphia 
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Prof. Peter H. Odegard, Department of Political Science, University 
of California, Berkeley 

Prof. Louise Overacker, Department of Political Science, Wellesley 
College, Wellesley, Mass. 

Prof. Edith Parker, Texas State College, Commerce, Tex. 

ager Joseph H. Parks, Birmingham-Southern College, Birmingham, 
A 

Prof. Rembert W. Patrick, Department of History, University of 
Florida, Gainesville 

Prof. Rodman W. Paul, Department of History, California Institute 
of Technology, Pasadena, Calif. 

Prof. Dexter Perkins, Department of History, Cornell University, 
Ithaca, N. 

Prof. James K. Pollock, Department of Political Science, University 
of Michigan, Ann Arbor 

Prof. Earl ‘Pomeroy, Department of History, University of Oregon, 
Eugene 

Prof. Julius Pratt, Department of History, University of Buffalo, 
Buffalo, N. Y. 
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SALE OF LAND TO THE VILLAGE OF CENTRAL, N. MEX. 


May 1, 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 


[To accompany 8. 45] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 45) to authorize the Secretary of Agriculture to sell to the 
village of Central, State of New Mexico, certain lands administered 
by him formerly part of the Fort Bayard Military Reservation, 
N. Mex., having considered the same, report thereon with a recom- 
mendation that it do pass with amendments. 

This bill provides for the sale at market value of about 58.31 acres 
of land to the village of Central, N. Mex. These lands, formerly 
part of the Fort Bayard Military Reservation, are not needed by the 
Government and are desirable for town expansion. The conveyance 
would (1) require use of the lands in a manner compatible with the 
proper operation of the veterans’ hospital for which the land serves 
as a watershed; (2) protect existing valid rights; and (3) reserve 
necessary easements and all mineral rights. 

The bill and the committee amendments, which are technical in 
nature, are fully described in the attached report from the Department 
of Agriculture. 

DeEpPpARTMENT OF AGRICULTURE, 
Washington, D. C., April 4, 1957. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator Exienper: This is in reply to your request of 
January 10, 1957, for a report on S. 45, a bill to authorize the Secretary 
of Agriculture to sell to the village of Central, State of New Mexico, 
certain lands administered by him formerly part of the Fort Bayard 
Military Reservation, N. Mex. 

We have no objection to enactment of this bill. 
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S. 45 would authorize and direct the Secretary of Agriculture to sell 
and convey to the village of Central, at market value, a tract of about 
58 acres of land, described in detail in the bill, now owned by the 
United States. The conveyance would be subject to: (1) Reserva- 
tions to protect existing facilities such as roads, power lines, telephone 
lines, and like improvements now located on the land, (2) reservation 
by the United States of road rights-of-way and mineral rights, and 
(3) reversion of title to the United States if the conveyed property is 
used in a manner incompatible with the proper and effective operation 
of the Veterans’ Administration hospital at Fort Bayard, N. Mex. 

The lands described in S. 45 are a part of the old Fort Bayard 
Military Reservation reserved from the public domain in 1869. In 
1922 the reservation was transferred to the Veterans’ Bureau for 
hospital purposes. It then included approximately 11,000 acres, a 
part of which was within and a part of which adjoined the Gila 
National Forest. The land is principally woodland and grass and is 
valuable for watershed purposes, particularly in connection with the 
hospital. In 1941 upon recommendation of the Veterans’ Administra- 
tion, all but about 640 acres was transferred to the Department of Agri- 
culture by the Federal Works Agency with emphasis upon its protec- 
tion and administration to safeguard and improve the watershed from 
which the Veterans’ Administration Hospital obtains its water. This 
hospital is situated on the 640 acres retained by the Veterans’ Admin- 
istration. 

The tract described in S. 45 is situated between the south line of the 
old military reservation and U.S. Highway 260. It adjoins the village 
of Central and appears to be suitable for development as the town ex- 
pands. It is reported to include some attractive business and resi- 
dential sites. It is not néeded to assure protection of the hospital 
watershed. Disposal by the United States to the village of Central is 
desirable to facilitate planwise development of the tract with full 
regard to local public needs. Disposal of the tract, subject to the 
reservations set out in section 2 of the bill, therefore appears unobjec- 
tionable insofar as the responsibilities of this Department are con- 
cerned. There is no present authority for disposal as provided by S. 
45. 

Section 2 of the bill would direct that the conveyance shall provide 
that the described land shall not be used in in a manner incompatible 
with the proper and effective operation of the Veterans’ Administra- 
tion hospital and that if ever used in such manner the title to such 
property shall revert to the United States. To avoid the potential 
clouding of titles and to fully protect purchasers from incompatible 
use by the village or other grantees it is suggested that section 2 (1) 
be amended as follows: Page 3, line 17, delete the word “‘it’’ and sub- 
stitute therefor the words “any parcel or lot’’; and in line 18, delete 
ae ee “property” and substitute therefor the words “parcel or 
ot. 

For purposes of clarity it is suggested that in line 23, page 3, the 
term “rights-of-way” be replaced with the word “easements,” in 
order to make such language consistent with the use of the word 
“easements” on page 4, line 1. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
E. T. Benson, Secretary. 
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REVISION OF THE TRANSPORTATION OF EXPLOSIVES ACT 
May 2, 1957.—Ordered to be printed 


Mr. Smatuers, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1491] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1491) to revise the Transportation of Explosives 
Act, chapter 39, title 18, of the United States Code, as amended, 
having considered the same, report favorably thereon with amend- 
ments and recommends that the bill as amended do pass. 


I. INTRODUCTION 


The purpose of this bill is to revise and bring up to date the pro- 
visions of the Transportation of Explosives Act (18 U.S. C. 831-835). 
Public hearings were held by the Surface Transportation Subcom- 
mittee and all desiring to testify were heard. 


II. PURPOSES OF THE BILL 


The Transportation of Explosives Act was adopted nearly 50 years 
ago and while it has served its purpose well, it now needs revision in 
many respects. There has been a tremendous increase in the trans- 
portation of dangerous articles following the increase in the production 
of radioactive materials and etiologic agents. This act in its present 
form docs not provide for regulations for the transportation of etiologic 
agents; neither does the act specifically cover radioactive materials. 
The Interstate Commerce Commission has prescribed regulations for 
such materials by classifying them as poisons. Etiologic agents such 
as live viruses, bacteria, and the like are not poisons, so there is some 
question as to whether the Commission has the authority to prescribe 
regulations on such commodities. This bill would correct this situa- 
tion and would place the transportation of these articles squarely 
within the jurisdiction of the Commission. 
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As justification for enactment of a bill which would promote safety 
in the transportation of explosives and dangerous articles, one has 
only to compare the change in traffic conditions since passage of the 
Transportation of Explosives Act. In 1900, or about the time this 
act was passed, there were only about 8,000 motor vehicle registrations 
within the United States. Today there are over 65 million such 
registrations. The Institute of Makers of Explosives estimated that 
in 1955 about 569 million pounds of commercial explosives or about 
72.9 percent of the total of 780 million pounds (excluding liquid oxygen 
explosives) moved by motor vehicles in long-distance hauls from manu- 
facturing plants. 

In its present form the Transportation of Explosives Act applies to 
common carriers only and viclations of its provisions arv subject to 
maximum penalties of $10,000 or 10 years imprisonment or both. On 
the other hand, the very same violations when committed by private 
or contract carriers are prosecuted under section 222 (a) of the Inter- 
state Commerce Act which carries a maximum penalty of only $100. 
The bill would therefore remove this anomaly and would extend the 
provisions of the Explosives Act to include contract and private 
carriers. 

The dangers inherent in explosives and other dangerous articles 
transported in intrastate commerce are equally as great as when 
transported in interstate commerce. To meet this fact, the bill would 
extend the present provisions relating to packing, marking, and 
so forth, to shippers tendering such articles to interstate carricrs 
irrespective of whether the shipments are destined for movement in 
interstate, intrastate, or foreign commerce, and to all shipments of 
dangerous articles including intrastate shipments handled on intvrstate 
vehicles or commingled with interstate traffic. The bill would further 
extend the provisions of this act to include all for-hire carriers of 
passengers by land, and the present exemption of specific quantities 
of various articles would be changed so as to authorize the Comnuission 
to prescribe the kind, amounts, and conditions under which such 
articles may be so transported. 

The bill would amend present provisions of the act relating to the 
marking of packages to include the tendering of such articles to any 
carrier by land or water and to any person carrying such articles upon 
any interstate carrier by land, including private as well as common 
and contract carriers. 

The Explosives Act prohibits the transportation of nitroglycerin 
or other like explosives by common carriers but there is no such pro- 
hibition against the transportation of such commodities by contract 
or private motor carriers. This bill would not restrict to any particular 
class of carriers or persons the transportation of these dangerous 
commodities or of radioactive materials or etiologic agents, but would 
strictly limit and regulate their transportation by prov iding that they 
shall not be transported except under such rules and regulations as 
the Commission shall prescribe. This restriction or limitation is needed 
in view of the heavy traffic conditions and the increased vol ime of 
explosives being transported. 

Prosecution for violations of the Commission’s transportation of 
explosives regulations has been extremely difficult because of the 
requirement in section 835 of the act that violators must have knowl- 
edge that they violated the Commission’s regulations. While the 
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committee believes that every reasonable precaution should be taken 
to provide for punishing those violating a statute whose purpose is to 
promote safety, the creation of an absolute liability might be too 
stringent. These violations often do not arise from any affirmative 
intent but result more from neglect when the law requires care, or from 
inaction or indifference when the law imposes a duty to act (Boyce 
Motor Lines v. U. S., 342 U.S. 337). 

Whatever the intent of the violator, the potential danger to society 
remains the same whether the violation is brought about by haphazard 
indifference, careless conduct, or is prompted by an evil purpose. 
Certainly a person standing in responsible relation to a public danger 
should be charged with the knowledge if he is aware that certain rules 
and regulations exist for the furtherance of safety. A plea of ignorance 
of the terms of these regulations, if an awareness of the existence of 
the regulations exists, should not permit him to escape responsibility 
for failure to observe rules established to promote safety in the han- 
dling of dangerous articles. 

The committee, therefore, rather than establishing absolute liability 
in this instance prefers to somewhat limit the liability by amending 
section 834 (f) of the bill so as to provide that any person “being 
aware that the Interstate Commerce Commission has formulated reg- 
ulations for the safe transportation of explosives and other dangerous 
articles,” who violates such regulations shall be subject to the pen- 
alties of fine or imprisonment as provided in the act. Thus, those 
who are in a position to be on notice that Interstate Commerce Com- 
mission regulations should be observed for the handling of explosives 
and other dangerous articles are made subject to penalties for failure 
to observe such regulations. 

This bill would include in the definition of “person” a partnership, 
thus bringing a partnership within the provisions of the Commission’s 
explosives regulations. This change is considered necessary because 
the Supreme Court has sustained a lower court’s holding that a part- 
nership is not a legal entity for the purposes of criminal liability under 
regulations of the Interstate Commerce Commission (U.S. v. Ameri- 
can Freightways Co., U. S. ——, decided March 4, 1957). 





Ill. AGENCY COMMENTS 


The Interstate Commerce Commission supports the enactment of 
this bill and has suggested a number of minor and certain clarifying 
changes which are based largely on informal suggestions made to it 
by representatives of carriers and which are included and incorporated 
in the changes in existing law made by the bill under the caption 
“TV. Changes in Existing Law.” Those Government agencies sub- 
mitting their comments prior to the full committee’s favorable con- 
sideration of the bill on April 15, 1957, either stated that the bill held 
a pemewee interest or made minor comments on the wording of. 
the bill. 


IV. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill..as 
amended are shown as follows: (existing law proposed to be omitted 


4‘ 
a 











4 REVISION OF THE TRANSPORTATION OF EXPLOSIVES ACT 


is enclosed in brackets; new matter is printed in italics; existing law in 
which no change is proposed is shown in roman): 


Tue TRANSPORTATION OF ExpLostves Act, CHapter 39, TITLE 18, 
oF THE UNITED States Copz, as AMENDED. (62 Strat. 738-739) 


CHAPTER 39.—EXPLOSIVES AND [comBustTIBLEs ] OTHER DANGEROUS 


ARTICLES 
Sec. 


831. Definitions. 

832. Transportation of [dynamite, powder and fuses.] explosives, radioactive 
materials, etiologic agents, and other dangerous articles. 

833. [Transportation of nitroglycerin.] Marking packages containing explosives. 

834. [Marking packages containing explosives.] Regulations by Interstate Com- 
merce Commission. 

835. [Regulations by Interstate Commerce Commission. ] Administration. 


§ 831. Definitions 

As used in this chapter— 

“Carrier” means any person engaged in the transportation of passengers 
or property, by land, other than pipelines, including common, contract, 
and private carriers and freight forwarders, and officers, agents, and 
employees of such carriers. 

“Person” means any individual, firm, copartnership, corporation, 
company, association, or joint-stock association, and includes any 
trustee, receiver, assignee, or personal representative thereof. 

“For-hire carrier’ includes common and contract carriers. 

“Shipper” shall be construed to include officers, agents, and employees 
of shippers. 

“Interstate and foreign commerce” means commerce between a point 
in one State and a point in another State, between points in the same 
State through another State or through a foreign country, between points 
in a foreign country or countries through the United States, and commerce 
between a point in the United States and a point in a foreign country 
or ina Territorial possession of the United States, but only insofar as 
such commerce takes place in the United States. The term “United 
States” as used herein means the forty-eight States and the District of 
Columbia. For the purpose of this Act, the District of Columbia shall 
be deemed to be a State. 

“Detonating fuzes’” means fuzes used in [naval or] military 
service to detonate the [high-] explosive [bursting] charges of 
military projectiles, mines, bombs, or torpedoes. [;] 

“‘Fuzes” means devices used in igniting the [bursting] explosive 
charges of projectiles. [;] 

{‘‘Primers” means devices used in igniting the propelling powder 
charges of ammunition ;] 

“Fuses” means the slow-burning fuses used commercially to convey 
fire to an explosive combustible mass. [slowly or without danger to 
the person lighting same ;] 

“‘Fusees” means the fusees ordinarily used on steamboats, [and] 
railroads and motor carriers as night signals. 

“Radioactive materials” means any materials or combination of 
materials that spontaneously emit ionizing radiation. 

“Etiologic agents” means the causative agent of the following dis- 
eases and such others as may be prescribed from time to time by the 
Surgeon General of the United States Public Health Service:. Anthrax, 
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botulism, brucellosis, cholera, Colorado tick fever, Coxsackie diseases, 
diphtheria, encephalitis (arthropod-borne), glanders, leptospirosis, 
lymphocytic choriomeningitis, melioidosis, meningococcal meningitis, 
paratyphoid fever, plague, poliomyelitis, Q fever, rabies, relapsing 
fever, rickettsialpox, Rift Valley fever, Rocky Mountain spotted fever, 
schistosomiasis, scrub typhus, smallpox, tetanus, tuberculosis, tula- 
remia, typhoid fever, typhus fever and yellow fever. 


§ 832. Transportation of [dynamite, powder, and fuses] explosives, 
radioactive materials, etiologic agents, and other dangerous articles 


(a) Any person who [Whoever] knowingly transports, carries or 
conveys within the [limits of the jurisdiction of the] United States, 
any dangerous [high explosive] explosives, such as and including, 
dynamite, blasting caps, detonating fuzes, black powder, gunpowder, 
or other like explosive, or any radioactive materials, or etiologic agents, 
on or in any car or vehicle of any description operated in the trans- 
portation of passengers by [a common cnerieeh any for-hire carrier 
engaged in interstate or foreign commerce, [which car or vehicle is 
carrying passengers for hire,] by land, shall be fined not more than 
$1,000 or imprisoned not more than one year, or both; and, if the death 
or bodily injury of any person results from a violation of this section, 
shall be fined not more than $10,000 or imprisoned not more than 
ten years, or both[.J: Provided, however, That such ezplosives, radio- 
active materials, or etiologic agents may be transported on or in such car 
or vehicle whenever the Interstate Commerce Commission finds that an 
emergency requires an expedited movement, in which case such emergency 
movements shall be made subject to such regulations as the Commission 
may deem necessary or desirable in the public interest in each instance: 
Provided, further, That under this section it shall be lawful to transport 
on or in any such car or vehicle, small quantities of explosives, radio- 
active materials, or other dangerous commodities of the kinds, in such 
amounts, and under such conditions as may be determined by the Inter- 
state Commerce Commission to involve no appreciable danger to persons 
or proproperty: And provided further, That it shall be lawful to trans- 
port on or in any such car or vehicle such fusees, torpedoes, rockets, or 
other signal devices as may be essential to promote safety in the operation 
of any such car or vehicle on or in which transported. 

(However, under this section, it shall be lawful to transport on 
any such car or vehicle, smokeless powder, primers, fuses, not including 
detonating fuzes, fireworks or other similar explosives, and properly 
packed and marked samples of explosives for laboratory examination, 
not exceeding a net weight of one-half pound each, and not exceeding 
twenty samples at one time in a single car or vehicle; but such ex- 

losives shall not be carried in that part of a car or vehicle which is 

eing used for the transportation of passengers for hire. Also, it 
shall be lawful to transport on any such car or vehicle small-arms 
ammunition in any quantity, and such fusees, torpedoes, rockets, or 
other signal devices as may be essential to promote safety in opera- 
tion.]_ This section shall not prevent the transportation of military 
[Lor naval] forces with their accompanying munitions of war on pas- 
senger-equipment cars or vehicles, 
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[§ 833. Transportation of nitroglycerin] 


[Whoever knowingly transports, carries, or conveys within the 
jurisdiction of} 

(b) No person shall knowingly transport, carry, or convey in interstate 
or foreign commerce, by land, within the United States, liquid nitro- 
glycerin, fulminate in bulk in dry condition, or other [like explosive, ] 
similarly dangerous explosives, or radioactive materials, or etiologic agents, 
except under such rules and regulations as the Commission shall specifi- 
cally prescribe with respect to the safe transportation of such commodities. 
The Commission shall from time to time determine and prescribe what 
explosives are “‘other similarly dangerous explosives”, and may prescribe 
the route or routes over which such explosives, radioactive materials, or 
etiologic agents shall be transported. [Lon any car or vehicle of any de- 
scription operated in the transportation of passengers or property by 
land or water by a common carrier engaged in interstate or foreign 
commerce,] Any person who violates this provision, or any regulation 
prescribed thereunder by the Interstate Commerce Commission, shall be 
fined not more than $1,000 or imprisoned not more than one year, or 
both; and, if the death or bodily injury of any person results from a 
violation of this section, shall be fined not more than $10,000 or im- 
prisoned not more than ten years, or both. 


[§ 834.] § 833. Marking packages containing explosives 


[Whoever] Any person who knowingly delivers to any [common] 
carrier engaged in interstate or foreign commerce by land or water, 
and any person who knowlingly [or] carries upon any car or vehicle 
operated [by any common carrier engaged] in interstate or foreign 
commerce by land any explosive, or other dangerous article, specified 
in or designated by the Interstate Commerce Commission pursuant to 
section [832] 834 of this title, under any false or deceptive marking, 
description, invoice, shipping order, or other declaration, or any person 
who so delivers any such article without informing [the agent off such 
carrier in writing of the true character thereof, at [or before] the 
time such delivery [or carriage] is made, or without plainly marking 
on the outside of every package containing explosives or other danger- 
ous articles the contents thereof, if such marking is required by regu- 
lations prescribed by the Interstate Commerce Commission, shall be 
fined not more than $1,000 or imprisoned not more than one year, or 
both; and, if the death or bodily injury of any person results from a 
violation of this section, shall be fined not more than $10,000 or 
imprisoned not more than ten years, or both. 


[§ 835.] § 834. Regulations by Interstate Commerce Commission 


(a) The Interstate Commerce Commission shall formulate regu- 
lations for the safe transportation within the [limits of the jurisdiction 
of the] United States of explosives and other dangerous articles, in- 
cluding radioactive materials, etiologic agents, flammable liquids, flam- 
mable solids, oxidizing materials, corrosive liquids, compressed gases 
and poisonous substances, which shall be binding upon all [common 
carriers engaged in interstate or foreign commerce which transport 
explosives or other dangerous articles by land, and upon all shippers 
making shipments of explosives or other dangerous articles via any 
[common] carrier engaged in interstate or foreign commerce by land 
or water. 
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(b) The Commission, of its own motion, or upon application made 
by any interested party, may make changes or modifications in such 
regulations, made desirable by new information or altered conditions. 

(c) Such regulations shall be in accord with the best-known rac- 
ticable means for securing safety in transit, covering the packing, 
marking, loading, handling while in transit, and the precautions neces- 
sary to determine whether the material when offered is in proper con- 
dition to transport. 

(d) Such regulations, as well 2s all changes or modifications thereof, 
shall, unless a shorter time is [authorized] specified by the Commis- 
sion, take effect ninety days after their formulation end publication 
by [said] the Commission and shall be in effect until reversed, set 
aside, or modified. 

(e) In the execution of sections 831-835 of this title the [Interstate 
Commerce] Commission may utilize the services of carrier and shipper 
associations, [the Bureau for the Safe Transportation of Explosives 
and Other Dangerous Articles, ] and may avail iteelf of the advice and 
assistance of any department, commission, or board of the Federal 
Government, and of State and local governments, but no official or 
employee of the United States shall receive any additional compensa- 
tion for such service except as now permitted by law. 

(f) [Whoever knowingly] Any person who, being aware thut the 
Interstate Commerce Commission has formulated regulations for the sate 
transportation of explosives and other dangervus articles, violates any 
such regulation shall be fined not more than $1.000 or imprisoned not 
more than one year, or both; and, if the death or bodily injury of 
any person results from such violation, shall be fined not more than 
$10,000 or imprisoned not more than ten years, or both. 

§ 835. Administration 

(a) The Interstate Commerce Commission is authorized and directed 
to administer, execute, and enforce all provisions of this chapter, to make 
all necessary orders in connection therewith, and to prescribe rules, reg- 
ulations, and procedure for such administration, and to employ such 
officers and employees as may be necessary to carry out these functions; 

(6) The Commission is authorized to make such studies and conduct 
such investigations, obtain such information, and hold such hearings as 
it may deem necessary or proper to assist it in exercising any authority 
provided in this chapter. For such purposes the Commission is authorized 
to administer oaths and affirmations, and by subpena to require any person 
to appear and testify, or to appear and produce documents, or both, at 
any designated place. No person shall be excused from complying with 
any requirement under this paragraph because of his privilege against 
self-incrimination, but the immunity provisions of the Compulso 
Testimony Act of February 11, 1893 (49 U. S. C. 46), shall apply wit 
respect to any individual who specifically claims such privilege. Witnesses 
subpenaed under this subsection shall be paid the same fees and mileage 
as are paid wit~esses in the district courts of the United States. 

(c) In administering and enforcing the provisions of this chapter 
and the regulations prescribed thereunder the Commission shall have 
and exercise all the powers conferred upon it by the Interstate Commerce 
Act, including procedural, and investigative, powers and the power to 
examine and inspect records and properties of carriers engaged in trans- 
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porting explosives and other dangerous articles in interstate or foreign 
commerce and the records and properties of shippers to the extent that 
such records and properties pertain to the packing and shipping of explo- 
sives and other dangerous articles and the nature of such commodities. 


O 
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INCREASING PENALTIES FOR VIOLATION OF CERTAIN 
SAFETY AND OTHER STATUTES ADMINISTERED BY 
THE INTERSTATE COMMERCE COMMISSION 


May 2, 1957.—Ordered to be printed 


Mr. Smatuers, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1492] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1492) to provide more adequate and realistic 
penalties for violations of certain statutes administered by the Inter- 
state Commerce Commission, having considered the same, report 
favorably thereon with amendments and recommend that the bill 
as amended do pass, 

I. INTRODUCTION 


The purpose of this bill is to provide more adequate and realistic 
penalties for violations of the above-named statutes administered by 
the Interstate Commerce Commission by increasing the amounts of 
the penalties presently imposed by such statutes. The nanan 
incorporating the terms of S. 1492, which was introduced at the 
request of the Interstate Commerce Commission, is contained in 
Interstate Commerce Commission Legislative Recommendation No. 
23, page 173, 70th Annual Report to the Congress. Public hearings 
were held by the Surface Transportation Subcommittee. 


Il. PROVISIONS OF THE BILL 


S. 1492 proposes to increase penalties as follows: 
Section 1 

Section 1 of the bill would amend the Safety Appliance Act of 
March 2, 1893 (27 Stat, 532), as amended, and the Safety Appliance 
Act of April 14, 1910, (36 Stat. 299), as amended, by increasing the 
penalty provisions in section 6 and 4, respectively, from $100 to $500. 

The Safety Appliance Acts provide that power brakes (devices to 
allow a locomotive engineer to control speed of a train), automatic 


86006 











2 PENALTIES FOR VIOLATION OF SAFETY AND OTHER STATUTES 


couplers, and other safety devices must be installed by the railroads 
with the objective of promoting the safety of operating employees and 
the public. 


Section 2 


Section 2 of the bill would amend the penalty provision of section 3 
of the Hours of Service Act (34 Stat. 1416), as amended, by deleting 
the present minimum penalty of $100 and providing a fixed penalty 
of $500, which is now the maximum penalty for violation. 

The Hours of Service Act is intended to prevent railroads from 
allowing employees to remain on duty for such periods of time as 
would cause serious impairment of their alertness and efficiency and 
thereby lead to serious train accidents. 


Section 3 


Section 3 of the bill would amend the penalty provision of section 9 
of the Locomotive Inspection Act (36 Stat. 916), as amended, by 
increasing the penalty for violations of its provisions from $100 to 
$500. 

The Locomotive Inspection Act requires railroads to maintain 
locomotives in safe operating condition and requires periodic tests and 
inspection of locomotives and the filing of reports with the ICC on the 
results of such tests. 


Section 4 


Section 4 would amend section 222 of the Interstate Commerce Act 
(49 Stat. 564), as amended, by increasing the present maximum 
penalties of $100 for the first and $500 for any subsequent offense 
provided in subsection (a) to a penalty of not less than $100 nor 
more than $500 for the first offense and not less than $500 nor more 
than $2,500 for any subsequent offense. This section of the bill 
would also amend subsection (c) of section 222 of the Interstate Com- 
merce Act by increasing the present maximum penalties from $500 
for the first and $2,000 for any subsequent offense to not less than 
$500 nor more than $2,000 for the first offense and not less than 
$1,000 nor more than $5,000 for any subsequent offense. 

Subsection (a) of section 222 of the Interstate Commerce Act ap- 
plies, among other things, to violations of the Interstate Commerce 
Commission’s motor carrier safety regulations. Subsection (c) of 
section 222 pertains to violations of the act with respect to giving 
rebates and concessions, and engaging in other unlawful competitive 
practices. 

III. PURPOSES OF THE BILL 


With the exception of the proposed amendment of section 222 (c) 
of the Interstate Commerce Act which would increase the penalties for 
unlawful competitive practices, this bill would increase penalties 
for violation of statutes enacted to promote the safety of employees 
and the traveling public. Continued vigorous enforcement of the 
statutes relating to safety on the railroads by the Commission has 
improved the safety record of the railroad industry, but there is a 

owing trend by some of the railroads, according to testimony offered 

y the Chairman of the Interstate Commerce Commission, toward 
balancing costs of material and labor against the cost of penalties for 
violations. The result is that at some locations it is considered more 
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economical to run the risk of being penalized than to comply with 
the safety requirements. 

Because of the present nominal penalties some of the courts, 
according to the testimony of the ICC Chairman, consider prosecutions 
brought under these statutes as insignificant and petty and in some 
instances dismissal of the violations have been recommended or 
suggested. 

our committee notes, for instance, that the Hours of Service Act 
originally provided a maximum penalty of not more than $500 for 
each violation, but because of the small penalties assessed by some of 
the courts, the Congress on May 14, 1916, amended the law to provide 
the present minimum penalty of $100 and a maximum of $500 for 
each violation. The courts, however, have assessed the minimum 
enalty of $100 under this act to such an extent as to make that 
Soure a standard penalty. 

Notwithstanding continued efforts of the Commission to prosecute 
violations of these statutes there is a continuing deterioration in safety 
appliance maintenance. For example, for the fiscal year ended June 
30, 1956, 60.80 cars and locomotives were found defective out of 
every 1,000 inspected whereas in 1952, 43.80 cars and locomotives 
were found to be defective for every 1,000 inspected. Depreciation 
in the value of money in the period since 1900, at about which time 
the laws pertaining to railroad safety were passed, has had the effect 
of decreasing penalties. Your committee believes that the decrease 
has been so substantial that the present penalties are not a sufficient 
deterrent to violations. This plus the tendency of some courts to 
impose extremely small fines for violations of these statutes, leads 
your committee to the conclusion that the penalties should be in- 
creased in order to protect properly the public interest in the matter 
of transportation safety. 

It has been contended that the penalties proposed by this bill would 
greatly burden the short-line railroads since the impact would be more 
difficult for the smaller railroads to bear. Others contend that the 
minimum penalties imposed are excessive insofar as they affect motor 
carriers, particularly for minor infractions of the Commission’s safety 
regulations. 

Generally there is no opposition by the railroads to a general increase 
in penalties for violation of all Federal laws to conform to the deprecia- 
tion of the dollar, but their objection is directed at the piecemeal 
manner in which this bill would correct the situation by increasing 
penalties for the transportation industry alone. Your committee is 
mindful of this argument but its jurisdiction does not include estab- 
lishment of penalties for violations of all Federal statutes. 

Taking into account that both the Consumer Price Index and the 
Wholesale Price Index are between 3 and 4 times in 1956 what they 
were in 1900, your committee believes that the penalties for violations 
should be revised as follows: 

1. For the Safety Appliance Acts the penalty should be increased 
from $100 to $250. 

2. For the Hours of Service Act the penalty should be amended 
from the present “not less than $100 nor more than $500” to “not 
less than $250 nor more than $500,” 

3. For the Locomotive Inspection Act the penalty should be in- 
creased from $100 to $250. 
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4. (a) For section 222 (a) of the Interstate Commerce Act the 
penalty should be amended from the present “not more than $100 
for the first offense and not more than $500 for any subsequent 
offense” to “not less than $100 nor more than $500 for the first offense 
and not less than $250 nor more than $500 for any subsequent offense.” 

(6) For section 222 (c) of the Interstate Commerce Act the penalty 
should be amended from “‘not more than $500 for the first offense and 
not more than $2,000 for any subsequent offense’’ to “not less than 
$200 nor more than $500 for the first offense and not less than $250 
nor more than $2,000 for any subsequent offense.” 


IV. AGENCY COMMENTS 


The Interstate Commerce Commission is the only Government 
agency vitally interested in this bill. The chairman of the Com- 
mission testified that there was no intention of imposing any unfair 
burden on the carriers in recommending enactment of this bill, but 
simply a desire to make the penalty provisions of these statutes more 
realistic in the light of present-day conditions, thereby restoring their 
value as deterrents to violations. Enactment of this bill would, in 
the Commission’s opinion, be a material advance toward taking the 
profit out of violating the law and would contribute materially to 
increased safety in railroad and motor carrier operations. 


V. CHANGES IN EXISTING LAWS 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing laws made by the bill are 
shown as follows (existing laws proposed to be omitted are enclosed 
in brackets; new matter is printed in italic; existing laws in which no 
changes proposed are shown in roman): 


Sarety AppiiaNnce Act or Marcu 2, 1893 (27 Stat. 532, As AMENDED; 
45 U.S. C. 6) 


* * * * * * * 


Sec. 6: That any such common carrier using any locomotive engine, 
running any train, or hauling or permitting to be hauled or used on its 
line any car in violation of any of the provisions of this Act, shall be 
liable to a penalty of [one hundred dollars] two-hundred and fifty 
dollars for each and every such violation, to be recovered in a suit or 
suits to be brought by the United States District Attorney in the 
District Court of the United States having jurisdiction in the locality 
where such violation shall have been committed; and it shall be the 
duty of such district attorney to bring such suits upon duly verified 
information being lodged with him of such violations having occurred; 
and it shall also be the duty of the Interstate Commerce Commission 
to lodge with the proper district attorneys information of any such 
violations as may come to its knowledge: Provided, That nothing in 
this Act contained shall apply to trains composed of four-wheel cars 
or to trains composed of eight-wheel standard logging cars where 
the height of such car from top of rail to center of coupling does not 
exceed 25 inches, or to locomotives used in hauling such trains when 
such cars or locomotives are exclusively used for the transportation 
of logs. 


a ¥ * * * * * 
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Sarety AppLiaNce Act or Aprit 14, 1910 (36 Stat. 299; 45 U.S. C. 13) 
* * * * * * * 


Sec. 4. That any common carrier subject to this Act using, hauling, 
or permitting to be used or hauled on its line any car subject to the 
requirements of this Act not equipped as provided in this Act shall 
be liable to a penalty of [one hundred dollars] two-hundred and fifty 
dollars for each and every such violation, to be recovered as provided 
in section six of the Act of March second, eighteen hundred and ninety- 
three, as amended April first, eighteen hundred and ninety-six: Pro- 
vided, That where any car shall have been properly equipped, as pro- 
vided in this Act and the other Acts mentioned herein, and such 
equipment shall have become defective or insecure while such car was 
being used by such carrier upon its line of railroad, such car may be 
hauled from the place where such equipment was first discovered to 
be defective or insecure to the nearest available point where such car 
can be repaired, without liability for the penalties imposed by section 
four of this Act or section six of the Act of March second, eighteen 
hundred and ninety-three, as amended by the Act of April first, eight- 
een hundred and ninety-six, if such movement is necessary to make 
such repairs and such repairs cannot be made except at such repair 
point; and such movement or hauling of such car shall be at the sole 
risk of the carrier, and nothing in this section shall be construed to 
relieve such carrier from liability in any remedial action for the death 
or injury of any railroad employee caused to such employee by reason 
of or in connection with the movement or hauling of such car with 
equipment which is defective or insecure or which is not maintained 
in accordance with the requirements of this Act and the other Acts 
herein referred to; and nothing in this proviso shall be construed to 
permit the hauling of defective cars by means of chains instead of 
drawbars, in revenue trains or in association with other cars that are 
commercially used, unless such defective cars contain livestock or 
“perishable” freight. 


* * * * * * * 


Hours or Service Act (34 Stat. 1416, as AMENDED; 45 U. S. C. 63) 
a + 7 * aol * * 


Sec. 3. (1) That any such common carrier, or any officer or agent 
thereof, requiring or permitting any employee to go, be, or remain 
on duty i in violation of the second section hereof shall be liable to a 
penalty of not less than [$100] $200 nor more than $500 for each and 
every violation, to be recovered in a suit or suits to be brought by 
the United States district attorney in the District Court of the United 
States having jurisdiction in the locality where such violations shall 
have been committed; and it shall be the duty of such district attor- 
ney to bring such suit upon satisfactory information being lodged 
with him; but no such suit shall be brought after the expiration of 
one year from the date of such violation; and it shall also be the duty 
of the Interstate Commerce Commission to lodge with the proper 
district attorney information of any such violations as may come to 
its knowledge. In all prosecutions under this Act the common carri- 
ers shall be deemed to have knowledge of all acts of all its officers 
and agents: Provided, That the provisions of this Act shall not apply 
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in any case of casualty or unavoidable accident or the act of God; 
nor where the delay was the result of a cause not known to the car- 
rier or its officer or agent in charge of such employee at the time said 
employee left a terminal, and which could not have been foreseen: 
Provided further, That the provisions of this Act shall not apply to 
the crews of wrecking or relief trains. 

* * * * . + * 


Locomotive Inspection Act (36 Stat. 916, as AMENDED 
45 U.S. C. 34) 


x 7 * * * * * 


Sec. 9. That any common carrier violating this Act or any rule or 
regulation made under its provisions or any lawful order of any in- 
spector shall be liable to a penalty of [one hundred dollars] two- 
hundred and fifty dollars for each and every such violation, to be re- 
covered in a suit or suits to be brought by the United States attorney 
in the District Court of the United States having jurisdiction in the 
locality where such violation shall have been committed; and it shall 
be the duty of such attorneys, subject to the direction of the Attorney 
General, to bring such suits upon duly verified information being 
lodged with them respectively, of such violations having occurred; 
and it shall be the duty of the director of locomotive inspection to 
give information to the proper United States attorney of all violations 
coming to his knowledge. 

* * ~ * * * * 


Part II or Toe Interstate Commerce Act (49 Strat 564, 
as AMENDED; 49 U. S. C. 322) 


» * * * * * *” 


Src. 222 (a). Any person knowingly and willfully violating any 
provision of this part, or any rule, regulation, requirement, or order 
thereunder, or any term or condition of any certificate, permit, or 
license, for which a penalty is not otherwise herein provided, shall, 
upon conviction thereof, be fined [not more than $100 for the first 
offense and not more than $500 for any subsequent offense.] not 
less than $100 nor more than $500 for the first offense and not less than 
$200 nor more than $500 for any subsequent offense. Each day of such 
violation shall constitute a separate offense. 

* * * * * * * 


Sec. 222 (c). Any person, whether carrier, shipper, consignee, or 
broker, or any officer, employee, agent, or representative thereof, who 
shall knowingly offer, grant, or give, or solicit, accept, or receive any 
rebate, concession, or discrimination in violation of any provision of 
this part, or who by means of any false statement or representation, or 
by the use of any false or fictitious bill, bill of lading, receipt, voucher, 
roll, account, claim, certificate, affidavit, deposition, lease, or bill of 
sale, or by any other means or device, shall knowingly or willfully 
assist, suffer or permit, any person or persons, natural or artificial, to 
obtain transportation of passengers or property subject to this part 
for less than the applicable rate, hate, or charge, or who shall knowingly 
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and willfully by any such means or otherwise fraudulently seek to 
evade or defeat regulation as in this part provided for motor carriers 
or brokers, shall be deemed guilty of a misdemeanor and upon con- 
viction thereof be fined [not more than $500 for the first offense and 
not more than $2,000 for any subsequent offense.] not less than $200 
nor more than $500 for the first offense and not less than $250 nor more 
than $2,000 for any subsequent offense. 


¥ * * * a * * 
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MEDALS OF HONOR FOR ACTS OF HEROISM INVOLVING 
MOTOR VEHICLES 





May 2, 1957.—Ordered to be printed 





Mr. Smatuers, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1463] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1463) to amend the Medals of Honor Act 
to authorize awards for acts of heroism involving any motor vehicle 
subject to the motor carrier safety regulations of the Interstate 
Commerce Commission, having considered the same, report favor- 
ably thereon with amendments and recommend that the bill as 
amended do pass. 

I. [NTRODUCTION 


The purpose of the bill as introduced is to provide the necessary 
statutory authority to award medals of honor for acts of heroism 
performed in connection with any wreck or threatened wreck, disaster, 
or grave accident involving a motor vehicle subject to motor carrier 
safety regulations prescribed by the Interstate Commerce Commission 
(33 Stat. 743, 45 U. S. C. 44-46). Public hearings were held by the 
Surface Transportation Subcommittee and all desiring to testify were 
heard. 

II. PURPOSE 


In its present form the Medals of Honor Act authorizes the President 
to issue bronze medals of honor to persons who, by extreme daring, 
endanger their own lives in saving or endeavoring to save, lives from 
any wreck, disaster, or serious accident, or in preventing or endeavor- 
ing to prevent such wreck, disaster, or accident upon any railroad 
within the United States engaged in interstate commerce. Although 
many acts of heroism deserving of official recognition are performed 
by persons in preventing or endeavoring to prevent serious accidents 
on the Nation’s highways or in saving or attempting to save lives as a 
result of accidents in which motor vehicles are involved, this statute 
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is inapplicable since its provisions are limited only to those persons 
performing acts of heroism upon railroads, 

The bill recognizes that acts of heroism comparable to those invelv- 
ing railroads are also performed by persons under similar circumstances 
involving motor vehicles; the bill, however, would extend the issuance 
of medals only to those persons exhibiting such heroism where motor 
vehicles are involved that are subject to the safety regulations estab- 
lished by the Interstate Commerce Commission under the provisions 
of section 204 (a) of the Interstate Commerce Act. Certainly acts:of 
heroism which deserve reward are performed by persons in circum- 
stances involving motor vehicles other than those subject to the safety 
regulations established by the Interstate Commerce Commission. 

The witness for the American Trucking Associations suggested that 
the hill be broadened to encompass any person who performs an act of 
heroism in connection with any wreck, disaster, or grave accident 
involving any motor vehicle on the public highways, roads, or streets: 
of the United States regardless of whether the vehicle involved is: 
subject to the safety regulations of the Interstate Commerce Com- 
mission. The committee ts in accord with this suggestion and recom- 
mends that the bill be amended by inserting im section 1 of the bill, the: 
words ‘“‘on the public highways, roads, or streets of the United States’’ 
in place of the words “subject to safety regulations established by the 
Interstate Commerce Commission under the provisions of section 204 
(a) of the Interstate Commerce Act.” The eommittee has amended 
the title of the bill to conform to this amendment. 

Appropriations for railroad safety functions are no longer made 
separately, but are included in the Commission’s appropriations. The 
change proposed in section 3 of the act by the bill 1s necessary to make 
the Commission’s appropriations available to carry out the provisions: 
of the Medals of Honor Act. 


Ill, AGENCY COMMENTS 


Interested parties were given an opportunity to express their views 
on this bill and a hearing was held by your committee for that pur- 
ose. The Interstate Commerce Commission vigorously supports 
the bill. Other agencies of the Government that commented either 
took no position or favored enactment of the legislation. 


IV. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
amended are shown as follows (existing law proposed to be omitted is 
enclosed in brackets; new matter is printed in italics; existing law in 
which no change is proposed is shown in roman): 


Tue Mepats or Honor Act 
(38 Stat. 743; 45 U. S. C., Secs. 44-46) 


Sxc. 1. That the President of the United States be, and he is hereby, 
authorized to cause to be prepared bronze medals of honor, with 
suitable emblematic devices, which shall be bestowed upon any persons 
who shall hereafter, by extreme daring, endanger their own lives in 
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saving, or endeavoring to save, lives from any wreck, disaster, or 
grave accident, or in preventing or endeavoring to prevent such 
wreck, disaster, or grave accident, upon any railroad within the 
United States engaged in interstate commerce or involving any motor 
vehicle on the public highways, roads, or streets of the United States; 
Provided, That no award of said medal shall be made to any person 
until sufficient evidence of his deserving shall have been furnished 
and placed on file, under such regulations as may be prescribed by 
the President of the United States. 


* * * * * * * 


Sec. 3. [That the appropriations for the enforcement and execu- 
tion of the provisions of the Acts to promote the safety of employees 
and travelers upon railroads are hereby made available for carrying 
out the provisions of this Act.] Appropriations for the Interstate 
Commerce Commission are hereby made available for carrying out the 
provisions of this Act. 

O 
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FEED GRAIN PROGRAM STUDY 





May 2, 1957.—Ordered to be printed 


Mr. Symrneton, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. Res. 125] 


The Committee on Agriculture and Forestry, to whom was referred 
the resolution (S. Res. 125), requesting the Secretary of Agriculture 
to make a study of methods of providing an overall feed program, 
having considered the same, report thereon with a recommendation 
that it do pass with amendments. 

This resolution, with the committee amendment to its text, would 
request the Secretary of Agriculture to conduct a thorough study of 
possible methods of improving the feed-grain program. The Secre- 
tary’s report on his study would include drafts of any legislation con- 
sidered necessary. 

As introduced, this resolution was identical to section 3 of S. 1771, 
except that (1) section 3 would have required, rather than requested, 
such a study; and (2) section 3 would have required the report by 
June 1, 1957, rather than July 15, 1957, as provided by the resolution. 
S. 1771, which dealt principally with changes in the corn program, 
failed of passage for reasons other than opposition to section 3. In 
fact, the failure of S. 1771 to pass emphasizes the following statemont 
included in the committee report on S. 1771 regarding the necessity for 
a thorough study of the feed-grain program: 


Testimony during the hearings indicated that one of the 
difficulties of making a corn program effective was the shift- 
ing of acreage to alternative feed grains not under any 
control. Witnesses from each farm organization participat- 
ing in the hearing, while differing as to method, supported 
the idea that Congress and the Department of Agriculture 
must consider the total feed-grain supply, recognizing the 
alternate use of difforent feeds. Even the Department of 
Agriculture’s witness emphasized the problom was not ccrn 
alone, but the total feed-grain supply. 
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Lateness of the season made it appear impractical to place 
a new overall feed-grain program into effect this year. For 
that reason the committee expressed the hope increased corn 
participation in the soil bank under this bill in 1957 would 
help reduce the total feed supply to some extent, but never- 
theless felt a start should be made at once toward the broader 
objective of seeking to bring the total feed supply into better 
ee san with demand. 

Part of the difficulty encountered by Congress in working 
out a satisfactory program for feed grains in 1956, and again 
this year, resulted from a lack of data. ‘The report required 
of the Secretary by the bill should therefore include all such 
historic data as may be obtained to assist Congress in working 
out a satisfactory program. 


The committee amendment to the text of the resolution makes 
technical changes, to give recognition to the existence of current feed- 
grain programs; the fact that it may not be possible to make some 
of the recommendations resulting from the study effective with the 
1958 crop; and the possibility that legislation may not be necessary 
to carry out the recommendations made. 


O 
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May 2, 1957.—Ordered to be printed 


Mrs. Smitu of Maine, from the Committee on Armed Services, sub- 
mitted the following 


REPORT 


[To accompany 8. 1859] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1859) to authorize the Secretary of Defense to lend certain Army, 
Navy, and Air Force equipment and provide certain services to the 
Boy Scouts of America for use at the Gold Rush 1957 Jamboree of 
the Boy Scouts of America, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

PURPOSE 


The purpose of this measure is to authorize the en of De- 
fense to lend equipment and to provide services to the Boy Scouts of 
America in connection with the Gold Rush 1957 Jamboree to be held 
from May 24-26 at the Highland State recreation area, Michigan. 


BACKGROUND INFORMATION 


Approximately 12,000 Boy Scouts from the Detroit area will 
attend a 3-day jamboree at the Highland State recreation area, Mil- 
ford, Mich., from May 24 through May 26, 1957. The Department 
of the Army has received a request for the loan of certain equipment, 
notably tents, communications items, and cooking facilities, to facili- 
tate the accommodation of the Scouts who will be attending this 
jamboree. There is no existing statutory authority for lending 
equipment or providing services for this purpose, although it is the 
policy of the military departments to cooperate with the Boy Scouts 
to the extent of their authority and ability. 
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PROVISIONS OF THE BILL 


The equipment and services to be furnished must be the subject 
of an agreement between the Secretary of Defense and the National 
Council of the Boy Scouts of America. The bill also requires that 
the Secretary of Defense take from the Boy Scouts of America an 
appropriate bond for the safe return of such property as is loaned and 
that no expense shall be incurred by the United States Government 
for the delivery, return, rehabilitation, or replacement of any equip- 
ment that is furnished. 


LEGISLATIVE HISTORY 


Since World War II, there have been several enactments authorizing 
the loan of military property to the Boy Scouts for jamborees. Among 
these enactments are the act of August 5, 1949, the act of May 26, 
1942, the act of July 2, 1956, and the act of July 14, 1956. The 
authority contained in those statutes represents & continuation of a 
custom antedating World War II. 


COST AND DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter 
dated April 22, 1957, from the Secretary of the Army, indicating that 
the Department of Defense has no objection to enactment of this bill. 
The letter also indicates that enactment of the bill would cause no 
increase in the budgetary requirements of the Department of Defense. 


DEPARTMENT OF THE ARMY 
Washington, D. C., April 22, 1957. 
Hon. Ricuarp B. Russett, 
Chairman, Committee on Armed Services, 
United States Senate. 


Dear Mr. CuHarrMAn: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to S. 1859, 85th Congress, a bill to authorize the Secretary of 
Defense to lend certain Army, Navy, and Air Force equipment and 
provide certain services to the Boy Scouts of America for use at the 
Gold Rush 1957 Jamboree of the Boy Scouts of America, and for 
other purposes. The Secretary of Defense has delegated to the De- 
partment of the Army the responsibility for expressing the views of 
the Department of Defense thereon. 

The purpose of the bill is to authorize the Secretary of Defense to 
lend to the Boy Scouts of America, for the use and accommodation 
of the approximately 12,000 Scouts and officials who are to attend the 
Gold Rush 1957 Jamboree of the Boy Scouts of America to be held 
beginning May 24, 1957, and ending May 26, 1957, at the Highland 
State recreation area in the State of Michigan, such tents, cots, blan- 
kets, commissary equipment, flags, refrigerators, and other equip- 
ment and services as may be necessary or useful to the extent that 
items are in stock and available and their issue will not jeopardize 
the national defense program. No expense shall be incurred by the 
United States Government for the delivery, return, rehabilitation, or 
replacement of such equipment. In addition, the Boy Scouts of 
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America would be required to give a bond for the safe return of the 
property loaned. 

The Department of the Army on behalf of the Department of 
Defense interposes no objection to the above-mentioned bill. 

The enactment of this legislation would cause no apparent increase 
in the budgetary requirements for the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that this report be expe- 
dited, it is being submitted without reference to the Bureau of the 
Budget. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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FARM INCOME DATA 


May 2, 1957.—Ordered to be printed 


— 


Mr. Evtenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8S. 405] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 405) to require the Bureau of the Census to develop farm- 
income data by economic class of farm, having considered the same, 
report thereon with a recommendation that it do pass without amend- 
ment. 

This bill is identical to S. 3145, as it passed the Senate last year. 
It would require the Secretary of Agriculture to collect annually 
money and nonmoney farm-income data by economic class of farm. 
This information should be helpful in many respects in dealing with 

roblems of agriculture, particularly those concerned with low-income 
armers. 

Approximately $500,000 would be required to carry out the bill the 
first year. ‘The committee has been advised by the Department of 
a that the cost in subsequent years would probably be some- 
what less. 

The reports of the Department of Agriculture and the Department 
of Commerce, as well as additional correspondence relative to the bill, 
are attached. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 28, 1957. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator Evtenper: This is in reply to your request of 
January 16, 1957, for a report on S. 405, a bill to require the Bureau 
of the Census to develop farm-income data by economic class of farm. 

The bill provides that the Bureau of the Census “shall collect 
annually money and nonmoney income-data relating to per capita 
family-farm income by economic class of farm.’’ Such information, 
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by economic class of farm, is definitely needed. At present, infor- 
mation on a regular basis is available only for all farmers as a group, 
ranging from low-production farmers to those with large-scale oper- 
ations. The impact of developments in agriculture has varying effects 
on these farmers, and it is important to know on a regular basis the 
trends in income for the several groups. 

However, we are not in a position to make a specific recommenda- 
tion regarding the bill in view of the current budgetary situation and 
the fact that the bill would be carried out primarily by the Department 
of Commerce. It is suggested that the committee obtain the recom- 
mendation of that Department with respect to the proposed legis- 
lation. 

There are, of course, a number of problems in obtaining such 
information, and, within the limits of our resources, we in the Depart- 
ment would be glad to cooperate with the Bureau of the Census in 
developing such estimates. Some of these difficulties relate to the 
identification of farms in the lower economic classes, the difficulty of 
obtaining reliable information on nonmoney income, and the general 
understatement of money income from farming which has been 
characteristic of survey results in the past. Based on past experience 
with farm-income surveys, considerable adjustment of the original 
findings may be required before they can be properly used in policy 
determination and economic analysis. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Ezra T. Benson, Secretary. 





THe SECRETARY OF COMMERCE, 
Washington, D. C., March 27, 1957. 
Hon. Auten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMan: This letter is in reply to your request of 
January 18, 1957, for the views of this Department with respect to 
S. 405, a bill to require the Bureau of the Census to develop farm- 
income data by economic class of farm. 

While the Department of Commerce is not directly responsible for 
the determination of agricultural policy, it recognizes that information 
about farm income is clearly important in such determination. Since 
the incomes of commercial and noncommercial farmers and on large 
and small farms may differ substantially, information about income 
by economic class of farm would be desirable. 

However, the cost of providing the proposed information would 
be substantial, and there are no funds for the purpose in the requested 
1958 appropriations. In the absence of specific funds for the collec- 
tion of data required by a newly enacted bill of this type, the Depart- 
ment could not proceed with the project without abandoning other 
PRS OR approved data-collection programs of as great or greater 
value. 

The Department believes that, although such data would be helpful, 
the benefits would be more than outweighed by the necessity for addi- 
tional appropriations to implement the proposal. In view of the 
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overriding budgetary considerations obtaining at this time, the De- 
partment is unable to recommend enactment of this legislation, 
which would make mandatory the collection of such data. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your 
committee. 

Sincerely yours, 
SrincLain WEEKS, 
Secretary of Commerce. 


Aprit 1, 1957, 
Hon. Sincuarr WEBKs, 


Secretary of Commerce, 
Department of Commerce, 
Washington, D. C. 


My Dear Mr. Secretary: This is in reference to the report your 
Department rendered on S. 405, a bill I had introduced to require 
the Bureau of the Census to develop farm-income data by economic 
class of farm. 

Since you recommended against passage of S. 405 because, as you 
put it, “although such data would be helpful, the benefits would be 
more than outweighed by the necessity for additional appropriations 
to implement the proposal,” I should like to know exactly what the 
cost estimate was that you based this statement upon. In information 
furnished the committee last year, you suggested $300,000 would be 
the initial cost, with lesser amounts required in subsequent years. 

If such data as that envisaged by S. 405 was available on an annual 
basis, we might be able to save each year millions of dollars through the 
development of more appropriate agricultural programs than those 
which we are relying upon today, to solve our farm price income 
problems. In light of the fact that our current programs have not, 
over a substantial period of time, materially bettered the farm-price 
picture, it may be that a few hundred thousand dollars spent annually 
for such purposes as those contemplated by S. 405 would be very 
desirable, and should be made, even in light of the budgetary situation 
to which you referred. 

Sincerely yours, 
Artaur V. WATKINS, 





Tue SecrRETARY OF CoMMERCE, 
Washington D. C., April 29, 1957. 
Hon. AtLten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMan: This is in response to the telephonic request 
or your committee staff for a cost estimate on the implementation 
of S. 405. 

I am advised that approximately $500,000 would be necessary to 
provide estimates of farm income for 8 economic classes. I am further 
advised that, by simplifying the clssifications of data to be furnished, 
the cost estimate could be reduced, but any simplification of the work 
to be performed might adversely affect the utility of the collected data. 











4 FARM INCOME DATA 


Senator Arthur V. Watkins, the sponsor of the bill, had requested 
similar information, and I am attaching hereto a copy of my letter to 
him on this subject dated April 29, 1957. 

If I can be of any further assistance to you in this matter, please 
advise me. 

Sincerely yours, 
SrncLarn WEBKS, 
Secretary of Commerce. 


Aprit 29, 1957. 
Hon. Artuur V. WarkIns, 
United States Senate, Washington, D. C. 

Dear Senator Watkins: This is in reply to your letter of April 1, 
1957, regarding our report on S. 405, a bill you have introduced to 
require the Bureau of the Census to develop farm-income data by 
economic class of farm. 

In response to your inquiry for an estimate of the cost involved in 
the implementation of this proposal, I am advised that approximately 
$500,000 would be necessary to provide estimates of farm income 
for 8 economic classes. I am further advised that, by simplifying 
the classifications of data to be furnished, the cost estimate could be 
reduced, but any simplification of the work to be performed might 
adversely affect the utility of the collected data. 

I gather from your letter you conclude our opposition to the bill is 
based on a weighing of the estimated cost against the benefits antici- 
pated to be derived from the legislation. We wish to assure you such 
is not the case. In our letter of March 27 to Senator Ellender we 
stated the reason for our opposition was “overriding budgetary con- 
siderations obtaining at the time.” By this we mean that we are 
not now in a position to recommend adoption of this new legislation, 
which would have the effect of increasing the immediate budget, 
regardless of any estimated long-term savings that might be antici- 
pated therefrom. 

We do not know how long these current budgetary considerations 
will require maintenance of this policy, and we wish to make it clear 
that our objection to the passage of this legislation is based solely on 
budgetary considerations and that it does not run to the merits of 
the bill. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported, are shown as follows (existing Ae proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 
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13 Unirep States Copz, CHaprer 5—CENSUSES 
SUBCHAPTER II—POPULATION, HOUSING, AGRICULTURE, IRRIGATION, 
DRAINAGE, AND UNEMPLOYMENT 


7 *” + 7 * * * 
§ 147. Farm income data 


The Secretary shall collect annually money and nonmoney income data 
relating to per capita and family farm income by economic class of farm. 
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STUDY OF RAW MATERIALS OF SOVIET UNION AND 
CERTAIN EASTERN HEMISPHERE COUNTRIES 


May 8, 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. Res. 78] 


The Committee on Interior and Insular Affairs, to whom was 
referred the resolution (S. Res. 78) to make a study of critical raw 
materials and resources of the Soviet Union and certain Eastern 
Hemisphere countries and its effect upon the United States, having 
considered the same, report favorably thereon with an amendment 
and recommend that the resolution, as amended, do pass. 


PURPOSE 


The purpose of this resolution is to authorize a report to round out 
and complete the work that was begun in two previous reports, 
Senate Report 1627 and Senate Report 83. The first, printed in 
1954, covered in a very complete manner the economics of the entire 
list of critical and strategic minerals and nonmineral materials in the 
stockpile. Its purpose was to show to what degree the United States 
could be self-sufficient on its own resources and to what degree it was 
dependent on foreign sources for these supplies, 


THE AMENDMENT 


The amendment is perfecting in nature and designed to more clearly 
delineate the authority granted by the resolution. 

The second printed early in 1957 covered the economics of natural 
resources of all the countries in the Western Hemisphere and in addi- 
tion contained a brief outline of the financial affairs of these countries. 

The report that this resolution would authorize is planned to cover 
the natural resources in the principal areas of the Eastern Hemi- 
sphere and to show to what extent our supplies of critical minerals 
and materials are dependent on many aieua subject to political 
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unrest, long ocean transportation which could be very hazardous in 
case of emergency, and low-wage rates which offer serious competition 
to our high American standards of living. 

No appropriation is authorized, nor is any travel authorized under 
this resolution for any Senator or member of the staff of the Interior 
and Insular Affairs Committee. A vast amount of information is 
available in Washington but it must be assembled and compiled in 
order to be of use. Two regularly employed staff members can do 
this work as they did on the previous reports without substantially 
detracting from their regular duties. 

There has been a heavy and continuous demand for the first two 
reports from individuals, industry, and the various branches of the 
Government, and many requests have been received fcr the completion 
of the work. 

The resolution as amended was adopted without dissent by the 
committee. 

O 
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AMENDING SECTION 6 OF THE ACT APPROVED JULY 3, 
1890 (26 STAT. 215), RELATING TO THE ADMISSION INTO 
THE UNION OF THE STATE OF IDAHO 


May 8, 1957.—Ordered to be printed 


Mr. Biss, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


[To accompany 8. 1794] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1794) to amend section 6 of the act approved 
July 3, 1890 (26 Stat. 215), relating to the admission into the Union 
of the State of Idaho by providing for the use of public lands granted 
therein for the purpose of construction, reconstruction, repair, renova- 
tion, furnishings, equipment, or other permanent improvements of 
public buildings at the capital, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


By its enabling act (26 Stat. 215), the State of Idaho was granted 50 
sections of unappropriated public lands within its borders, the revenues 
from which were to be used ‘‘* * * for the purpose of erecting public 
buildings at the capital of said State for legislative, executive, and 
judicial purposes.” S. 1794 enumerates the specific purposes which 
the committee feels were intended to be accomplished by the applica- 
tion of public buildings, land-grant revenues, even though the language 
of such original grant to the State of Idaho was, unfortunately, 
restrictive rather than comprehensive. 


BACKGROUND 


When the several States in the West were admitted into the Union, 
the Federal Government retained title to most of the lands within 
those States, thus greatly limiting the sources of revenues available 
to these States for the finacing of their governments. In recognition 
of this fact, their various cashlion acts, in one form or another, pro- 


86006 











2 AMENDING SECTION 6 OF ACT APPROVED JULY 3, 1890 


vided for land grants to aid them in financing their common schools, 
colleges, universities, asylums, charitable and penal institutions, and 
public buildings. 

The Congress, through the enabling acts, provided a means for aid- 
ing each of the several States to bring into being such public buildings 
as would be required for legislative, executive, and judicial purposes 
at the capital of each State by providing land grants for “erecting” 
such buildings. 

On December 7, 1956, by its decision in Bryant v. The Board of 
Examiners of the State of Montana, et al. (305 P. 2d 340), the Montana 
Supreme Court held that funds from the capital buildings land grant 
could be used for no other purpose than ‘“* * * to erect a building 
* * *” That decision operated to preclude a proposed reconstruc- 
tion and renovation of the Montana State Capitol Building; it also 
raised the question of the propriety of using the income from the 

ublic buildings land grant for the purpose of acquiring necessary 
ands for building sites and for the payment of interest on bonds 
payable out of said income. 


CONGRESSIONAL CLARIFICATION OF PUBLIC BUILDINGS LAND GRANTS 


Following the Montana Supreme Court’s decision in the Bryant 
case, H. R. 348 was introduced on February 19, 1957, by Congressman 
Metcalf of Montana. Mr. Metcalf’s bill, now Public Law 85-6, am- 
plifies what the Congress intended to be accomplished by the States 
with the revenues derived from the public buildings land grants. The 
Metcalf legislation was tailored to the enabling act common to the 
States of Washington, North Dakota, South Dakota, and Montana. 
S. 1794 follows the same pattern in its application to the enabling act 
.of the State of Idaho. 


COMPREHENSIVE USE OF LAND-GRANT REVENUES 


The enabling acts, as they refer to the public building land grants, 
do not provide for the return of the land grants or for the diversion 
of income therefrom to the Federal Government after all the canital 
buildings required by each State have been “erected.” In view of this 
and in consideration of the fact.that the treasuries of the several States 
were bare or nonexistent on their admission into the Union, the com- 
mittee feels that, by providing for land grants in the enabling act for 
the ‘“‘erection”’ of State capital buildings, it was the intent of the Con- 
gress that such lands be used to aid the several States in bringing such 
facilities into useful being and in continuing such facilities in useful 
being. It naturally follows that expenditures for building sites, con- 
struction, equipment and furnishings, repairs, reconstruction, renova- 
tion, additions thereto, and interest on money borrowed for these pur- 
poses are necessary to provide for such accomplishments. 


LIMITED APPLICATION OF THE BILL 


As previously stated, Public Law 85-6 was designed to preclude 
any future need for judicial interpretation of the uses to which public 
buildings land-grant revenues could be applied in the States of Wash- 
ington, North Dakota, South Dakota, and Montana. Enactment of 
.‘S. 1794 will.serve as a guide to the Legislature of Idaho in its utiliza- 
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tion of public buildings land-grant revenues and thus obviate any 
aang challenge arising on grounds similar to those underlying the 
ryant case. 

In the enabling acts of several of the States, Congress left to the 
State legislature the authority to determine how public buildings land- 
grant revenues could be utilized. It is only in those cases where the 
language of the grant called for congressional determination, and such 
language was unduly restrictive, does the committee now attempt to 
clarify the intent of the Congress. 


AGENCY REPORTS 


The granting of public lands to the States being a matter exclusively 
within the jurisdiction of the Congress, no reports on this legislation 
have been requested from agencies in the executive branch, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 1794, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman), 


Act or Juty 3, 1890 (26 Star. 215) 


Sec. 6. That fifty sections of the unappropriated public lands within 
said State, to be selected and located in legal subdivisions as provided 
in section four of this Act, shall be, and are hereby, granted to said 
State for the purpose of erecting public buildings at the aoe of 
said State for legislative, executive, and judicial purposes [.], , in- 
cluding con struction, reconstruction, repair, renovation, perauhiies, 
equipment, and any other permanent ‘improvement of such buildings and 
the acquisition of necessary land for such buildings, and the payment of 
principal and interest on bonds issued for any of the above purposes. 


OC 
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LAND CONVEYANCE TO NORTH DAKOTA STATE SCHOOL 
OF SCIENCE 


Mar 8, 1957.—Ordered to be printed 





Mr. Bratz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 999} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 999) authorizing the Secretary of the Interior to 
convey certain land to the State of North Dakota for the use and 
benefit of the North Dakota State School of Science, having considered 
the same, report favorably thereon with amendments and recommend, 
that tho bill, as amended, do pass. 

The amendments are as follows: 

At the end of the bill add a new section: 


Sec. 3. The Secretary of the Interior shall reserve to the 
United States all mineral interests in lands conveyed under 
this Act, and the right to mine and remove the same.under 
applicable laws and regulations to be established by him. 


At page 1, line 9, after the colon, strike the remainder of the section 
and insert in lieu thereof the following: 


The southwest quarter of the northwest quarter, lot three 
and the west nineteen rods of lot two of section five in town- 
ship one hundred thirty-two north of range forty-seven west 
of the fifth principal meridian; the said description also being 
known as the southwest quarter of the northwest quarter the 
northwest quarter of the northwest quarter and the west nine- 
teen rods of the northeast quarter of the northwest quarter of 
section five in township one hundred thirty-two north of 
range forty-seven west of the fifth principal meridian, con- 
taining 80.0637 acros more or less according to the United 
States Government survey thereof after allowing a deduction 
of 5.61 acres now occupied by the Chicago, Milwaukee, St. 
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Paul & Pacific Railroad Company as a right of way, former! 
known as the Chicago, Milwaukee & St, Paul Railway 
Company being that portion of said land conveyed to the 
Fargo Southern Railroad Company in a certain warranty 
deed recorded in Book J of Deeds on page 171 in the office of 
the Register of Deeds of Richland County, North Daketa: 
Provided, That. title to the land described in this section shall 
revert to the United States if, at any time within twenty-five 
years after conveyance bythe Seeretary of the Interior, the 
and is used for other than educational purposes. 


PURPOSE OF THE BILL 


The bill would direct the Seeretary of the Interior to convey by 
quitclaim deed some 80 acres of land to the State of North Dakota 
for the use and benefit of the State school of science. The tract im 
question was reacquired by the: United States in 1929: at a: cost. of 
$8,000 and was used by the Wahpeton Indian School for a vocational 
farm enterprise which its no longer im operation. The land is: there- 
fore no longer needed by the Wahpeton Indian School or the Bureau 
of Indian Affairs and there appears to be no other Federal. need for 
the land. 

The North Dakota State School of Science which would acquire the 
tract under S. 999 is a State educational institution with am enroll- 
ment in excess of 1,000 students, among which are a cansiderable 
riumber of Indians. The school of science has an approved 10-year 
building program for the replacement of old buildings and the ex- 
pansion of crowded facilities. To earry out this program,, the school 
of science needs land adjoining or near to land which it oceupies at 
this time. The tract described im S. 999 lies directly opposite the 
land now occupied by the school of science and there is. no other 
available land in the vicinity. 


INDIAN TUITION SCHOLARSHIPS 


In addition to its present enrollment, the School of Science found 
it necessary last year to turn away 400 applicants because of lack of 
adequate school facilities. Many of those applicamts were Indians. 
S. 999 provides that, as consideration for this land, the School of 
Science will provide free tuition to 10 Indian students each year for 
10 years. The cost of fees and tuition at the School of Science is ap- 

roximately $100 for the school year. The determination of the 

ndian students to benefit from this provision is left with the Bureau 
of Indian Affairs, provided that the Indian students selected meet the 
entrance standards of the school. The State School of Science oper- 
ates both a trade school and a junior college. Thus, 10 Indian stu- 
dents each year would be assisted in furthering their education either 
in regular college courses or in vocational courses of instruction. This 

Parcs has the support of the North Dakota State Board of Higher 

ucation. 
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AMENDMENTS 


The first amendment reserves to the United States all mineral inter- 
ests in the lands conveyed by the bill. 

The second amendment revises the description of the land involved 
to conform with that of the original deed and provides for reversion of 
title to the United States upon noncompliance by the State of North 
Dakota with the provisions of the transfer or upon an attempted re- 
conveyance by the grantee without the consent of the Secretary of the 
Interior; this provision for reversion of title expires 25 years after the 
conveyance by the United States. 


O 
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PROVIDE FOR TRANSFER OF TITLE TO IRRIGATION 
SYSTEMS CONSTRUCTED UNDER THE FEDERAL REC- 
LAMATION LAWS 





May 8, 1957.—Ordered to be printed 


Mr. Bisiz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 413] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 413) to provide for transfer of title to irrigation 
systems constructed under the Federal reclamation laws upon com- 
pletion of repayment of the costs thereof, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

TEXT OF THE BILL 


The text of S. 413 is as follows: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, upon request of an organization representing 
the water users on any project or division of a project constructed under the 
Federal reclamation laws (Act of June 17, 1902, 32 Stat. 688, and Acts amendatory 
thereof or supplementary thereto), the Secretary of the Interior shall, if he finds 
that said water users or their organization have completed payment of all con- 
struction and other charges, except future operation and maintenance charges, 
which they or it are obligated to pay under said reclamation laws with respect 
to their distribution system, transfer to the organization or to any other entity 
designated by it and capable of receiving the same title to said distribution 
system or to such portion thereof as is useful solely to said water users. The 
Secretary shall likewise transfer title to any portion of such a distribution system 
which is useful to two or more groups of water users or organizations thereof 
upon their joint request when he finds that payment of all charges, as aforesaid, 
has been completed. Any such transfer shall be accompanied by the transferee’s 
acceptance of all liabilities, duties, and obligations, which the United States may 
theretofore have incurred with respect to the distribution system, and the trans- 
feree shall agree to save the United States harmless with respect thereto and with 
respect to all future claims, liabilities, obligations, or duties arising out of the con- 
struction, operation, or maintenance of the distribution system transferred. 
Unless the care, operation, and maintenance of the system to be transferred has 
already been turned over to the transferee, any such transfer shall also be accom- 
panied by the transferee’s acceptance of such care, operation, and maintenance. 
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As used in this Act, the term ‘distribution system” is inclusive, to the extent to 
which the Secretary finds the same to be appropriate in any particular case, not 
only of works and structures for the delivery of water but also of drains, lands, 
interest in land, equipment, supplies, and records relating to said distribution 
system: Provided, however, That, where the distribution system or a portion 
thereof is located upon lands within a national forest or other lands administered 
by the Secretary of Agriculture necessary rights-of-way only shall be granted 
therefor subject to such conditions as the Secretary of Agriculture finds nece ssary 
for the adequate protection and utilization of the national forest or other lands. 

Sec. 2. The Secretary is authorized to provide in all contracts hereafter negoti- 
ated under the Federal reclamation laws for transfer of title to distribution systems 
in accordance with the terms of section 1 of this Act. 

Sec. 3. This Act shall be a supplement to the Federal reclamation laws, 


EXPLANATION OF THE BILL 


S. 413 is identical to S. 2217 reported favorably by the committee 
in the 84th Congress, 2d session, and passed by the Senate on July 2, 
1956. The bill proposes to authorize the Secretary of the Interior to 
transfer title to distribution systems of Federal reclamation projects 
under certain circumstances to local water users’ organizations upon 
two conditions: (a) that an organization representing the water users 
concerned shall have requested the transfer; and (6) that the Secretary 
shall find that the water users or the organization have completed 
repayment of all construction and other charges, with the exception 
of operation and maintenance charges not yet due, which are obliga- 
tions with respect to the distribution system concerned. Under ex- 
isting Reclamation law, no provision is made for the transfer of title 
to distribution works upon completion of repayment from the United 
States to any organization until provided by Congress (32 Stat. 389). 

Where two or more water-user organizations are concerned with a 
distribution system the transfer may be effected by the Secretary on 
the joint application of the organizations affected. 

The bill avoids any reference to the transfer of dams or other supply 
anit: as distinguished from irrigation distribution systems. The 
reason for this omission is that the question of transfer of dams or 
headworks involves considerations of national policy, as well as inter- 
state considerations and should be taken up in connection with matters 
of broad national policy affecting water resources and their use. 

Attention is called to the discretion left with the Secretary of the 
Interior as to determinations of whether all construction costs and 
other charges for which an organization is obligated shall be paid 
prior to transfer or title to the distribution systems. Before and since 
the enactment of the Reclamation Project Act of 1939, there has been 
no apportionment, by contract or otherwise, of water-user repayment 
obligations as between distribution and supply works, the latter of 
which generally includes dams and related headworks. Under the 
bill, the Department of the Interior would be required to make an 
apportionment of this character. 

The committee concurs with the view of the Department of the 
Interior that in making the apportionment the water-users’ return 
should be applied ratably or proportionately to the supply of distri- 
bution works unless impelling reasons for the adoption of some other 
course should appear. 
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EXECUTIVE COMMUNICATIONS 


Executive communications relating to S. 413 are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 18, 1957. 
Hon. James E, Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Senator Murray: A report has been requested from 
this Department on S. 413, a bill to provide for transfer of title to 
irrigation distribution systems constructed under the Federal reclama- 
tion laws upon completion of repayment of the costs thereof. 

We recommend that the bill be enacted. 

If S. 413 becomes law, this Department will be authorized, in certain 
circumstances, to transfer title to distribution systems constructed 
under the Federal reclamation laws to local water users’ organizations. 
The principal conditions precedent to any such transfer would be that 
(1) an organization representing the water users shall have requested 
it, and (2) the Secretary of the Interior shall have found that the water 
users or the organization have completed payment of all construction 
and other charges (except operation and maintenance charges not yet 
due) which they or it are obligated to repay with respect to the dis- 
tribution system. 

Existing general reclamation law makes no provision for the transfer 
of title to distribution works upon completion or repayment. Thus 
enactment of S. 413 will fill an impertant gap in the law and will do so 
without necessitating discussion of the important policy questions 
which would be raised by a broader bill covering all project works. 
S. 413 is primarily a long-range measure. It will become more and 
more useful as the years go by and as repayment of project costs is 
completed. Although we do not anticipate that all water users’ 
organizations will take advantage of its terms—there being, in some 
circumstances, perceptible advantages to leaving title in the United 
States—it is likely that many of the will do so in years to come. 

The bill necessarily leaves it to the Secretary of the Interior to 
determine whether all construction and other charges required to be 
paid prior to a transfer of title have in fact been paid. On nearly all 
of our projects constructed prior to the Reclamation Project Act of 
1939 and on many that have been constructed since then, there has 
been no apportionment, by contract or otherwise, of water users’ 
payments between distribution and supply works. The administra- 
tion of the bill, if it becomes law, will require such an apportionment. 
Several courses of action will be open to this Department: (1) to 
apply water users’ returns ratably to the supply and distribution 
works, (2) to apply these revenues first to return of the cost of the 
distribution works and thereafter to the supply works, (3) to apply 
these revenues first to return of the cost of the supply works an 
thereafter to the distribution works. It is our belief that, unless the 
bill is amended to provide otherwise, the first of these courses of 
action is the one that should normally be pursued and it is our intention 
so to do. 
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The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your Committee. 
Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior; 





EXEcUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington 25, D. C., January 24, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letter of January 
14, 1957, requesting the views of the Bureau of the Budget with respect 
to S. 413, a bill to provide for transfer of title to irrigation distribution 
systems constructed under the Federal reclamation laws upon com- 
pletion of repayment of the costs thereof. 

This bill, the purpose of which is stated clearly in the title, is similar 
to S. 2217 passed by the Senate on July 2, 1956, on which the Bureau 
of the Budget made favorable comments by letter of January 16, 1956. 

Accordingly, the Bureau of the Budget would have no objection to 
enactment of S, 413. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 





Calendar No. 292 


85TH CoNGRESS rf SENATE Report 
1st Session No. 292 





GRANTING THE CONSENT OF CONGRESS TO THE STATES OF 
MONTANA, NORTH DAKOTA, SOUTH DAKOTA, AND WYOMING 
TO NEGOTIATE AND ENTER INTO A COMPACT RELATING TO 
THEIR INTEREST IN, AND THE APPORTIONMENT OF, THE 
WATERS OF THE LITTLE MISSOURI RIVER AND ITS TRIBUTARIES 
AS THEY AFFECT SUCH STATES 


Mary 8, 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1556] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1556) granting the consent of Congress to the 
States of Montana, North Dakota, South Dakota, and Wyoming to 
negotiate and enter into a compact relating to their interest in, and 
the apportionment of, the waters of the Little Missouri River and 
its tributaries as they affect such States, and for related purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


S. 3417 grants the consent of Congress to the States of Montana, 
North Dakota, South Dakota, and Wyoming to negotiate and enter 
into a compact for the apportionment of the waters of the Little 
Missouri River and its tributaries. 

The Little Missouri River rises in northeastern Wyoming, flows 
through southwestern Montana and northwestern South Dakota, into 
North Dakota, where it empties into the main stem of the Missouri 
River. Wyoming, Montana, and South Dakota have a lesser but 
important concern with the waters of the Little Missouri, but the 
areas. affected in all four States are interested in preserving their 
respective rights. All of the areas are in a low-rainfall belt. 

he compact to be developed, it is assumed, will undertake to 
apportion the waters of the Little Missouri and its tributaries in a 
fair and equitable manner so as to assure maximum beneficial use 
of the limited supply in the area. 
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- The bill provides for the appointment of a Federal representative 
to be named by the President to represent the United States in the 
negotiation of the compact. It also prescribes his duties and com- 
pensation. 

Action on S. 1556 is urged by the 8 Senators from the 4 States in the 
following letter to the committee: 

Apri 8, 1957. 
Hon. Curnton P. ANDERSON, 
Chairman, Subcommittee on Irrigation and Reclamation, 
Committee on Interior and Insular Affairs, 
United States Senate. 

Dear Senator: All the Senators from the States affected are 
cosponsors of S. 1556, granting the consent of Congress to the States 
of Montana, North Dakota, South Dakota, and Wyoming to negotiate 
and enter into a compact relating to their interest in, and the appor- 
tionment of, the waters, of the Little Missouri River and its tributaries 
as they affect such States, and for related purposes, which on March 
12 was referred to your committee. 

Inasmuch as an identical bill, S. 3417, was recommended for passage 
by your committee last session (S. Rept. 2531) and passed by the 
Senate, July 16, 1956, it is hoped that the pending measure can soon 
be considered and favorably reported. 

No objection to S. 1556 has been indicated from any of the States 
involved, and none is anticipated. 

Sincerely yours, 
Miiton R. Youna. 
Karu E. Munpr. 
Mrke MANSFIELD. 
Francis Case. 
WituiamM LANGER. 
James E. Murray. 
Frank A. Barrett. 
JosepH C, O’MAHONEY, 


EXECUTIVE COMMUNICATIONS 


The executive communications relating to S. 1556 are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 29, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: A report has been requested from this 
Department on S. 1556, a bill granting the consent of Congress to the 
States of Montana, North Dakota, South Dakota, and Wyoming to 
hegotiate and enter into a compact relating to their interest in, and 
the apportionment of, the waters of the Little Missouri River and its 
tributaries as they affect such States, and for related purposes. 

We would not object to enactment of S. 1556. 

The overall purpose of the bill is spelled out in its title which has 
just been cited. The consent which the bill, if enacted, would give 
is to the negotiation of a proposed Little Missouri Basin compact. It 
is given on condition that a representative of the United States, ap- 
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pointed by the President, shall participate in the negotiations as 
chairman and shall report thereon to the President and the Congress. 
Any compact that is formulated in the course of the negotiations will, 
under the terms of the bill, have to be ratified by the legislatures of 
the States concerned and consented to by the Congress before it 
becomes effective. 

It goes without saying that, in view of the Department’s reclama- 
tion, fish and wildlife, recreational, Indian, and other interests in the 
Little Missouri Basin, we will be happy to furnish all possible assistance 
in the compact negotiations. 

The Bureau of the Budget has advised that there would be no objec- 
tion to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Aciing Secretary of the Interior. 


Executive OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 25, 1957. 
Hon. James E. Murray, 
Chairman, Cominittee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuatirman: This is in reply to your letter of March 
15, 1957, requesting a report from the Bureau of the Budget on S. 
1556, a bill granting the consent of Congress to the States of Montana, 
North Dakota, South Dakota, and Wyoming to negotiate and enter 
into a compact relating to their interest in, and the apportionment of, 
the waters of the Little Missouri River and its tributaries as they 
affect such States, and for related purposes. 

Consent to the negotiation of the compact would be conditioned 
upon the participation of a Presidentially appointed representative 
of the United States, who would serve as chairman of the negotia- 
tions, and would be required to make a report to the President and 
to the Congress on the proceedings and any compact entered into b 
the States. Such a compact would not be binding unless or until it 
has been ratified by the legislature of each State and consented to by 
the Congress of the United States. 

The Bureau of the Budget believes that States should be encouraged 
in the apportionment of the water of interstate streams through 
interstate compacts and, accordingly, favors enactment of S. 1556. 

Sincerely yours, 
A. R. Jongs, Deputy Director. 


O 
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OF 1956 (70 STAT. 1044) 





May 8, 1957.—Ordered to be printed 





Mr. ANDERSON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 2146] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 2146) to amend the Small Reclamation Projects 
Act of 1956 (70 Stat. 1044), having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do 
pass. 

PURPOSE 


The ose of this legislation is to modify certain language in the 
Small chemntien Projects Act of 1956 objected to by the President 
at the ae he approved the act, and thus permit this much-needed 
program to get under way. 


BACKGROUND 


The Small Reclamation Projects Act (70 Stat. 1044) was enacted 
August 6, 1956. Briefly, the legislation provides for cooperation 
between the Federal Government and States or local public agencies 
in the development of small reclamation projects. Under this act 
such agencies can plan, construct, and Operate small reclamation 
projects and receive substantially the same benefits and financial 
assistance from the Federal Government that they would receive 
if these projects were constructed as Federal reclamation projects. 
Such assistance is provided in the form of small loans and grants by 
the Federal Government. 

The act contains the following provisions in section 4 (c) (70 Stat. 
1044, 1045) relating to any contract authorized to be negotiated 
between the Secretary of the Interior and an applicant organization: 


* * * no such contract shall be executed by the Secreta 
prior to sixty calendar days * * * from the date on whic 
86006 











2 AMENDING SMALL RECLAMATION PROJECTS ACT OF 1956 


the project proposal has been submitted to both branches 
of the Congress for consideration by the appropriate com- 
mittees thereof, and then only if neither such committee, by 
committee resolution and notification in writing to the 
Secretary, disapproves the project proposal within such 
period: Provided, That if both such committees, in the same 
manner and prior to the expiration of such period, approve 
the project proposal, then the Secretary may proceed to 
execute the contract: Provided further, That in the event 
either committee disapprov es the project proposal, the 
Secretary shall not proceed further unless the Congress has 
approved the same. 


These provisions were placed in the legislation to give the Congress 
legislative oversight of the program without requiring each small 
project to be individually authorized by Congress. 

At the time the President approved the bill, he expressed the view 
that the above-quoted language violates the separation of powers 
within the Government by dividing the responsibility for adminis- 
tering the program between the Secretary of the Interior on the one 
hand and the Interior and Insular Affairs Committees of the House 
and Senate on the other. The President further indicated that the 
small projects program would not be initiated until the language 
objected to was removed or revised. 

It is understood, however, that pending enactment of legislation to 
meet the President’s objection, the Bureau of Reclamation is doing 
certain of the preparatory work in processing loan applications so as 
to minimize delay of this urgently needed program when corrective 
legislation is enacted to meet the President’s views, 


STATEMENT BY THE PRESIDENT 


The President’s statement in full follows: 


Tue Wuite House, August 6, 1956. 


I have approved H. R. 5881, to supplement the Federal 
reclamation laws by providing for Federal cooperation in 
non-Federal projects and for participation by non-Federal 

agencies in Federal projects. 

The bill authorizes the Secretary of the Interior to con- 
tract with States, irrigation districts, water users’ associa- 
tions, and other eligible organizations within the 17 western 
reclamation States for the purpose of assisting such organ- 
izations in the construction of small reclamation projects. 
The Federal assistance would be in the form of grants and 
loans within the limitations prescribed by the bill. 

I have approved this bill only because the Congress is not 
in session to receive and act upon a veto message and because 
I have been assured that the committees which handled the 
bill in the Congress will take action to correct its deficiencies 
early in the next session. Specifically, a provision found in 
section 4 (c) is seriously faulty. The section provides that— 

““* * * no such contract shall be executed by the Secretary 
prior to sixty calendar days * * * from the date on which 
the project proposal has been submitted to both branches of 
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the Congress for consideration by the appropriate committees 
thereof, and then only if neither such committee, by commit- 
tee resolution and notification in writing to the Secretary, dis- 
approves the project proposal within such period: Provided 
That if both such committees, in the same manner and prior 
to the expiration of such period, approve the project proposal, 
then the Secretary may proceed to execute the contract: Pro- 
vided further, That in the event either committee disapproves 
the project proposal, the Secretary shall not proceed further 
unless the Congress has approved the same.” 

This language would thus require, before a project negoti- 
ated under the act is allowed finality, a further act by the 
legislature. The action required can be viewed as either a 
legislative act or an executive act. However construed, con- 
stitutional defects are inherent. Viewed as requiring a fur- 
ther legislative act, the section is open to the objection that 
it involves an unlawful delegation by the Congress to its 
committees of a legislative function which the Constitution 
contemplates the Congress itself, as an entity, should exercise. 

If the further act is considered as not lezislative in nature, 
then there is involved what appears to be an unconstitutional 
infringement of the separation of powers prescribed in articles 
I and II of the Constitution. I do not believe that the Con- 
gress can validly delegate to one of its committees the power 
to prevent executive actions taken pursuant to law. To do 
so in this case would be to divide the responsibility for ad- 
ministering the program between the Secretary of the In- 
terior and the designated committees. Such a procedure 
would be a clear violation of the separation of powers within 
the Government and would destroy the lines of responsibility 
which the Constitution provides. 

Furthermore, the negotiation and execution of a contract 
is a purely executive function. Although the Congress may 
prescribe the standards and conditions under which executive 
officials may enter into contracts, it may not lodge in its 
committees or Members the power to make such contracts, 
either directly or by giving them the power to approve or 
disapprove a contract which an executive officer proposes 
to make. 

I believe it to be my duty to uphold the constitutional 
principle that only the Congress can make the laws and 
only the executive branch can administer them. I am 
certain that there is little disagreement with this proposition 
and I have been assured that the purpose of the Congress 
in approving section 4 (c) was to facilitate legislative over- 
sight of a new program. Fortunately, that objective can be 
attained through well-tested procedures fully compatible 
with out system of government; for example, the Congress 
may require the Secretary of the Interior to submit such 
reports as it may find of value in carrying on its legislative 
functions. 

Because of the general merit of this measure, I am approv- 
ing it. The Secretary of the Interior will review project 
proposals received by the Department and will prepare to 
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take action as soon as appropriations are made to implement 
the bill and section 4 (c) has been removed or revised, 
If the Congress will act promptly after it convenes in January, 
there need be no delay in starting this program, 


OBJECTIVE OF AMENDMENT 


Objective of the amendment to the Small Reclamation Projects 
Act is to retain in the Congress legislative oversight of the small 
projects program and at the same time adopt language acceptable 
to the President so that the much-needed program can get under 
way. Without pursuing the point raised by the President as to 
whether the language in the act does or does not violate the separation 
of powers presented by the Constitution, the committee agrees with 
the House of Representatives that proper legislative oversight of the 
program can be accomplished by establishing certain procedures within 
the legislative branch. These procedures relate to the appropriation 
of funds for Federal financial participation in the small projects 
rather than to the approval or disapproval of a project proposal of 
the Secretary. Precedent for requiring procedures similar to those 
herein proposed may be found in at least two existing acts: Public 
Law 519, 83d Congress, relating to the lease-purchase program, and 
Public Law 1018, 84th Congress, amending the Watershed Protection 
and Flood Prevention Act. 


EXPLANATION OF THE BILL 


H. R. 2146 amends the Small Projects Act to provide a 60-calendar- 
day period (not to include periods of adjournment of either the Senate 
or the House of Representatives) for review of the Secretary of the 
Interior’s findings and approval of small projects, which are required 
to be transmitted to the Congress. This period gives the Senate and 
House Interior and Insular Affairs Committees an opportunity to 
examine and act upon the project proposals, and to notify both Ap- 
propriations Committees in the event of disapproval of any project 
proposal. The appropriation of funds may be made at any time 
after the expiration of the 60-day period without notification of dis- 
approval by either of the legislative committees. If either of the 
legislative committees disapprove a project proposal, appropriation 
of funds may be made only upon enactment of legislation authorizing 
the project in the usual manner. These procedures are not prerequi- 
site to the appropriation of funds to be expended for construction, 
pursuant to the terms of the Small Reclamation Projects Act, of 
facilities whose construction had theretofore been authorized under 
the Federal reclamation laws. 


COMMITTEE CONSIDERATION 


A primary concern of the committee is to clear the way for action 
on projects in the small projects program, as is earnestly and urgently 
desired by many water-user organizations in all of the western reclama- 
tion States. Amendment of the Small Reclamation Project Act of 
1956 to meet the President’s objection was proposed in three Senate 
jbills in addition to H. R. 2146. These bills are: 
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S. 340, sponsored by Senator Watkins, would require that before 
the Secretary executes a contract for a small project with a water- 
users’ organization there shall be a 60-day waiting period. 

S. 362, sponsored by Senators Barrett and O’Mahoney, would re- ’ 
quire that before the Secretary executes a contract for a small project 
with a water-users’ organization, congressional authorization would 
be required for projects in excess of $500,000, and for projects to 
which there had been objection by any affected State; no congressional 
clearance being required for projects that would not cost in excess of 
oe and to which there had not been objection by an affected 

tate, 

S. 517, sponsored by Senators Bible and Malone, would require that 
appropriations for a small reclamation project may be made only after 
affirmative approval of the project proposal by the Senate and House 
Interior and toda Affairs Committees, no waiting period before 
such committee approval being specified. 

In an effort to meet the President’s objections to the Small Recla- 
mation Projects Act of 1956 as nearly as that might be done consist- 
ently with the intent of the Congress, the committee staff was directed 
to confer with representatives of the Bureau of the Budget and the 
Department of the Interior. Such a conference was held on March 
13, 1957. It was the view of the representatives of those agencies 
that the clearest way of meeting the President’s objection would be 
simply to strike out the language to which he referred. They indi- 
cated that, of the four pending bills, S. 340 was preferable, and that 
any of the others might be acceptable. 

{ost rapid progress of the small projects program can be made 
through enactment of H. R. 2146. This bill was passed by the House 
of Representatives on April 11, 1957. Its passage by the Senate and 
approval by the President will permit the legislation to move forward 
without necessity for conference. 


EXCESS LAND LIMITATIONS 


Pending before the committee during the consideration of the four 
above-mentioned bills was S. 1425, sponsored by Senators Douglas, 
Morse, and Neuberger. This bill would amend the Small Reclama- 
tion Projects Act of 1956 to require that contracts with water-users’ 
organizations include the Cea tial acreage limitation provisions of 
reclamation law. (The Small Reclamation Projects Act of 1956 
requires that repayment by the water-users’ organization shall include 
interest on the pro rata share of the loan attributable to furnishing 
irrigation benefits in each year to the lands in one ownership that are 
in excess of 160 irrigable acres.) 

The purpose of the recommended amendment reflected in H. R. 
2146 is limited to meeting the President’s objections, which did not 
touch on the excess land limitation provisions. In order, therefore, 
to expedite operation of the small projects program, enactment of 
H. R. 2146 is recommended. 

S. 1425 will be considered separately at the convenience of the 
sponsors and the committee. 
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TEXT OF THE BILL 


The text of H. R. 2146, as passed by the House, is as follows: 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Small Reclamation Projects Act of 1956 (70 Stat. 1044) is 
amended as follows: 

(a) Amend subsection (c) of section 4 to read: 

“(e) At such time as a project is found by the Secretary 
and the Governor of the State in which it is located (or an 
appropriate State agency designated by him) to be finan- 
cially feasible, is determined by the Secretary to constitute 
a reasonable risk under the provisions of this Act, and is 
approved by the Secretary, such findings and approval shall 
be transmitted to the Congress. The Secretary, at the time 
of submitting the project proposal to Congress or at the time 
of his determination that the requested project constitutes a 
reasonable risk under the provisions of this Act, may reserve 
from use or disposition inimical to the project any lands and 
interests in land owned by the United States which are within 
his administrative jurisdiction and subject to disposition by 
him and which are required for use by the project. Any such 
reservation shall expire at the end of two years unless the 
contract provided for in section 5 of this Act shall have been 
executed.” 

(b) Add a new subsection (d) to section 4 (the present 
subsection (d) being relettered (e)) reading as follows: 

“(d) No appropriation shall be made for financial par- 
ticipation in any such project prior to sixty calendar days 
(which sixty days, however, shall not include days on which 
either the House of Representatives or the Senate is not in 
session because of an adjournment of more than three calen- 
dar days to a day certain) from the date on which the Secre- 
tary’s findings and approval are submitted to the Congress 
and then only if, within said sixty days, neither the House 
nor the Senate Interior and Insular Affairs Committee disap- 
proves the project proposal by committee resolution. The 
provisions of this subsection (d) shall not be applicable to 
proposals made under section 6 of this Act.” 

(c) Amend the introductory clause of section 5 to read: 

“Sec. 5. Upon approval of any project proposal by the 
Secretary under the provisions of section 4 of this Act, he 
may negotiate a contract which shall set out, among other 
things—”. 

COMMENTS OF EXECUTIVE AGENCIES 


Views of the Department of the Interior and the Bureau of the 
Budget relative to H. R. 2146, S. 340, S. 362, and S. 517 are set forth 
in the following correspondence: 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 22, 1957. 
Hon. Ciarr EnGte, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enate: In your letter of November 21, you asked 
for my views on a draft of amendment to the Small Reclamation 
Projects Act of 1956 (Public Law 984, 84th Cong.) which was enclosed 
with your letter. 

We have given the matter serious consideration and, while we 
recognize the improvement which your language represents over that 
in the present law, have couidieded that the cleanest way of meeting 
the problem would be to strike the language to which the President 
objected. A draft of bill along this line is enclosed for your considera- 
tion. This approach, we believe, will not hamper the proper legisla- 
tive oversight which the Congress may exercise. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 





Executive OFrFicE OF THE PRESIDENT, 
BurREAU OF THE BupGeET, 
Washington 25, D. C., January 25, 1957. 
The honorable the Secretary OF THE INTERIOR. 


My Dear Mr. Secretary: This will confirm advice given Mr. 
Stevens by telephone regarding the testimony the Department is 
presenting to the House Committee on Interior and Insular Affairs 
regarding H. R. 2146. 

The Bureau of the Budget concurs in the view of the Department 
of the Interior that the elimination of all that portion of section 4 (c), 
which provides for a waiting period and for the vetoing of proposed 
contracts by either of the two committees, would be the clearest and 
surest way of meeting the President’s objections to the original lan- 
guage of the Small Reclamation Projects Act. If, however, the 
committee believes that the Congress should have an opportunity to 
consider proposed projects prior to the execution of the contracts by 
the Secretary of the Interior, this objective could be met most satis- 
factorily by the procedure contemplated by S. 340. Under that bill 
the Secretary would be required to submit project proposals to the 
Congress 60 days prior to executing contracts with the applicant 
organization. In our judgment the procedure prescribed in H. R. 
2146, which requires affirmative approval by regulation of the two 
committees prior to the making of appropriations for small reclamation 
projects, might prove cumbersome. 

Sincerely yours, 
Rocer W. Jonss, 
Assistant Director for Legislative Reference: 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 1, 1957. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear Senator Murray: A report has been requested from this 
Department on S. 340, S. 362, and S. 517, all of which are bills to 
amend section 4, subsection (¢c), of the Small Reclamation Projects 
Act of 1956. 

The effect of enactment of S. 340 would be to strike from the Small 
Projects Act that portion of section 4 (c) which provides, in substance, 
that a proposal by this Department for the making of a loan or grant 
under the act shall not become effective if, within 60 days from the 
time of its transmission to the Congress, it is disapproved by the 
Committee on Interior and Insular Affairs of either the House or the 
Senate. The bill, however, would not disturb the 60-day waiting 
period itself. 

S. 362, if enacted, would substitute for the provision of S. 340 just 
outlined language to the effect that every project proposal shall re- 
quire authorization by the Congress unless its estimated cost is less 
than $500,000 and there has been no objection from any State re- 
viewing it under the Flood Control Act of 1944 or under the Small 
Projects Act itself. S. 362 would also add a provision that “prior to 
the submission of any project proposal [to the Congress] the Secretary 
shall afford the applicant organization an opportunity to comment in 
writing on the conclusions and recommendations of the Secretary with 
respect to the project proposal and such written comment of the appli- 
cant organization shall be included in the matter submitted to the 
Congress.” 

S. 517’s proposal is that the Small Projects Act be amended by 
substituting for the 60-day review period and the matter which follows 
it in the present law a legislative prohibition against the making of 
appropriations for financial participation by the Federal Government 
in any project until the project has been approved by resolutions of the 
two Interior and Insular Affairs Committees. 

All of us are aware, to greater or less degree, of the factors that went 
into the making of the law as it now stands on the books. One 
important factor was the problem of deciding between or reconciling 
the views of those who favored complete legislative authorization for 
each and every proposal that will be made under the Small Projects 
Act and of those who favored abbreviating the process to the point 
where the act would, so to speak, itself authorize the undertaking of 
these projects. Another important factor was that of deciding how 
and to what degree the “legislative oversight” functions of your and 
the House committees should be exercised. 

The language finally enacted raised serious constitutional questions 
in the President’s mind. His statement of August 6, 1956, of course, 
speaks for itself. Although it must be considered in full, it can perhaps 
be.summarized by quoting this paragraph from it: 

“IT believe it to be my duty to uphold the constitutional principle 
that only the Congress can make the laws and only the executive 
branch can administer them. I am certain that there is little disagree- 
ment with this proposition and I have been assured that the purpose 
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of the Congress in approving section 4 (c) was to facilitate legislative 
oversight of a new program. Fortunately, that objective can be 
attained through well-tested procedures fully compatible with our 
system of government; for example, the Congress may require the 
Secretary of the Interior to submit such reports as it may find of value 
in carrying on its legislative functions.” 

The question before your committee is what sort of measure will 
comply with the President’s views, since all of us—both you and we— 
are interested in getting operations under the Small Projects Act 
under way. 

The clearest, cleanest, and surest way of meeting the President’s 
objections would be to eliminate all that portion of section 4 (c) which 
provides for a 60-day layover period and for the vetoing or proposed 
contracts under the act by either of the two committees during that 
period. In view of the President’s message, this is the Interior Depart- 
ment’s first choice. 

Next in line as an alternative is the proposal contained in S. 340. 
This bill, though much less desirable than a complete striking of the 
language in question, would meet the objections stated in the Presi- 
dent’s message. 

As between it and S. 517, a choice based on their relative workability 
would appear to favor S. 340. Since, however, this is a matter prima- 
rily concerning working arrangements within the Congress, we do not 
care to comment on it in detail. 

The division of small projects into two classes which S. 362 would 
effect—i. e., those the cost of which is more than $500,000, and those 
the cost of which is $500,000 or less—appears to us to be an unnecessary 
complication. In view of the fact that all proposals that will come 
under the basic act are, relatively speaking, quite small, we do not 
recommend that they be further broken down into two classes with 
full affirmative congressional action requested for all in the over 
$500,000 class. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
HatTFisLp CHILSON, 
Acting Secretary of the Interior. 





Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington 25, D. C., March 5, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Mr, Cuarrman: This will acknowledge your letter of 
January 14, 1957, inviting the Bureau of the Budget to comment on 
S. 340, S. 362, and S. 517, bills to amend the Small Reclamation 
Projects Act of 1956. 

The purpose of these bills is to revise section 4 (c) of the act of 
August 6, 1956, so as to meet the objections noted by the President 
in a statement issued at the time he approved the measure. As you 
know, the President stated that section 4 (c) of the act, which em- 
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powered committees of the Congress to disapprove projects proposed 
by the Secretary of the Interior, was so faulty that he would have 
vetoed the measure had the Congress been in session. As it was, 
the President approved the legislation only because he had been 
assured that the committees which had handled the bill would take 
action to remove or revise the defective provisions early in the 85tb 
Congress. 

The President objected to section 4 (c) on the grounds that it 
constituted a “clear violation of the separation of powers” and would 
tend to “destroy the clear lines of responsibility which the Constitution 
provides.” He suggested that procedures compatible with our system 
of government, such as the submission of appropriate reports by the 
Secretary of the Interior, be used to facilitate the legislative oversight 
desired by the Congress. 

The Bureau of the Budget is of the view that none of the three bills 
under consideration by the committee approaches the problem in a 
clear-cut manner. It would be preferable for all the language of 
section 4 (c) to be stricken except for the clause authorizing the Secre- 
tary of the Interior to negotiate and execute contracts with applicant 
organizations after making certain findings as to risk and financial 
feasibility. New language could then be inserted requiring the sub- 
mission to the Congress of suitable periodic reports of accomplish- 
ments under the program. The Congress would thus be supplied with 
information of value to it in reviewing progress and in enacting any 
amendments which experience proved to be desirable. This could 
be done without the Congress becoming involved in the burdensome 
task of considering the merits of individual projects and without 
obscuring the responsibility of the Secretary of the Interior for the 
execution of the law. 

Of the three bills discussed in this report, S. 340 comes the closest 
to the type of amendment recommended above. However, the pro- 
hibition against the execution of contracts prior to 60 calendar days 
(while Congress is in session) from the date of the submittal of project 
proposals may cause delays and inconvenience to applicant organiza- 
tions. Last year the comparable provision of the Watershed Protec- 
tion and Flood Prevention Act (Public Law 566, 83d Cong.) was 
amended to shorten the waiting period from 45 to 15 days to reduce 
delays in the starting of projects. (See S. Rept. 2509, 84th Cong., 
2d sess., for an explanation of that amendment.) 

S. 362 would require specific authorizing legislation for each project 
objected to by an affected State or estimated to cost more than 
$500,000. Smaller projects which did not encounter formal State 
objections could be approved by the Secretary of the Interior under 
the general standards of the existing act. The Bureau of the Budget 
believes that S. 362 would meet the President’s principal objections 
to the original language of section 4 (c). Individual authorization of 
projects has often been practiced by the Congress in connection with 
public works and water resources programs; but the question arises 
as to whether this program, concerned as it is with small projects, 
requires this approach. It would seem to us that the Congress can 
adequately assure adherence to the objectives of the legislation with- 
out undertaking to authorize or approve individual projects. 

S. 517 would prohibit appropriations for financial participation in 
proposed projects until they have been approved by resolutions of 
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the House and Senate Committees on Interior and Insular Affairs. 
We believe that of the three bills discussed in this report, S. 517 would 
be the most cumbersome, because it would impose on the committees 
the obligation of considering and acting upon each project, however 
small, before the funds required for Federal financial assistance could 
be appropriated. The committees would thus assume a direct respon- 
sibility for the soundness of each project, and the conscientious dis- 
charge of that responsibility would impose a heavy burden on them 
and their staffs. 

In summary, the Bureau of the Budget recommends the deletion of 
the objectionable portions of section 4 (c) and the substitution of a 
requirement for annual or other periodic reports of progress under the 
program. S. 340 and S. 362, while less desirable than this approach, 
would significantly improve the present law. The Bureau believes 
8. 517 would prove cumbersome, and would tend to divide and con- 
fuse responsibility for administering the program. 

Sincerely yours, 
PrerctvaL BrunpaGsg, Director. 


COMPLIANCE WITH RULE XXIX 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, H. R. 
2146, as reported, are shown as following (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Act or Avaust 6, 1956 (70 Srat. 1044) 


The purpose of this Act is to encourage State and local participation 
in the development of projects under the Federal reclamation laws and 
to provide for Federal assistance in the development of similar projects 
in the seventeen western reclamation States by non-Federal organ- 
izations. 

Sec. 2. As used in this Act— 

(a) The term “construction” shall include rehabilitation and better- 
ment. 

(b) The term ‘Federal reclamation laws” shall mean the Act of 
June 17, 1902 (32 Stat. 388), and Acts amendatory thereof or supple- 
mentary thereto. 

(c) The term “organization” shall mean a State or a department, 
agency, or political subdivision thereof or a conservancy district, irri- 
gation district, water users’ association, an agency created by interstate 
compact, or similar organization which has capacity to contract with 
the United States under the Federal reclamation laws. 

(d) The term “project” shall mean (i) any complete irrigation 
undertaking, including incidental features thereof, or distinct unit of 
such an undertaking or a rehabilitation and betterment program for 
an existing irrigation project, authorized to be constructed pursuant 
to the Federal reclamation laws and (ii) any similar undertaking pro- 
posed to be constructed by an organization, The term “‘project”’ shall 
not include any such undertaking, unit, or program the cost of which 
exceeds $5,000,000: Provided, That any project, the estimated cost of 
which is more than $5,000,000 but less ies $10,000,000, may qualify 
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under this Act if the applicant organization is ready, able, and willing 
to finance otherwise than by loan or grant under this Act all costs in 
excess of the amount of the loan or grant which would be made under 
this Act if the estimated construction cost were $5,000,000: Provided 
further, That nothing contained in this definition shall preclude the 
making of a grant not in excess of $5,000,000 in accordance with the 
provisions of sections 4 and 5 of this Act, to organizations whose pro- 
posed projects qualify for the same but which are not applicants for 
a loan under this Act: And provided further, That nothing contained 
in this Act shall preclude the making of more than one loan or grant, 
or combined loan and grant, to an organization so long as no two such 
loans or grants, or combinations thereof, are for the same project, as 
herein defined. 

(e) The term “Secretary” shall mean the Secretary of the Interior. 

Sec. 3. Any organization desiring to avail itself of the benefits pro- 
vided in this Act shall submit a proposal therefor to the Secretary in 
such form and manner as he shall prescribe. Each such proposal shall 
be accompanied by a payment of $1,000 to defray, in part, the cost of 
examining the proposal. 

Sec. 4. (a) Any proposal with respect to the construction of a 
project which has not theretofore been authorized for construction 
under the Federal reclamation laws shall set forth, among other 
things, a plan and estimated cost in detail comparable to those in- 
cluded in preauthorization reports required for a Federal reclama- 
tion project; shall have been submitted for review by the States of 
the ceeuee basin in which the project is located in like manner as 
provided in subsection (c), section 1 of the Act of December 22, 1944 
(58 Stat. 887), except that the review may be limited to the State or 
States in which the project is located if the proposal is one solely for 
rehabilitation and betterment of an existing project; and shall include 
a proposed allocation of capital costs to functions such that costs for 
facilities used for a single purpose shall be allocated to that purpose 
and costs for facilities used for more than one purpose shall be so 
allocated among the purposes served that each purpose will share 
equitably in the costs of such joint facilities. 

(b) Every such proposal shall include a showing that the organiza- 
tion already holds or can acquire all lands and interests in land 
(except public and other lands and interests in land owned by the 
United States which are within the administrative jurisdiction of the 
Secretary and subject to disposition by him) and rights, pursuant to 
applicable State law, to the use of water necessary for the successful 
construction, operation, and maintenance of the project and that it is 
ready, able, and willing to finance otherwise than by loan and grant 
under this Act such portion of the cost of construction (which portion 
shall include all costs of acquiring lands, interests in land, and rights 
to the use of water) as the Secretary shall have advised is proper in 
the circumstances: Provided, That the contribution of any applicant 
organization shall not be required to be in excess of 25 per centum 
of the costs of the project which, if it were being constructed as a 
Federal reclamation project, would be properly allocable to reim- 
bursable functions under general provisions of law applicable to such 
projects. 

L(c) If the project is found by the Secretary and the Governor of the 
State in which it is located (or an appropriate State agency designated 
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by him) to be financially feasible and upon determination by the 
Secretary that the requested project constitutes a reasonable risk 
under the provisions of this Act, the Secretary is hereby authorized to 
negotiate a contract with the applicant organization as provided in 
section 5; but no such contract shall be executed by the Secretary prior 
to sixty calendar days (which sixty days, however, shall not include 
days on which either the House of Representatives or the Senate is 
not in session because of an adjournment of more than three days to 
a day certain) from the date on which the project proposal has been 
submitted to both branches of the Congress for consideration by the 
appropriate committees thereof, and then only if neither such com- 
mittee, by committee resolution and notification in writing to the 
Secretary, disapproves the project proposal within such period: Pro- 
vided, That if both such committees, in the same manner and prior 
to the expiration of such po approve the project proposal, then 
the Secretary may proceed to execute the contract: Provided further, 
That in the event either committee disapproves the project proposal, 
the Secretary shall not proceed further unless the Gindiean has ap- 
proved thesame. ‘The Secretary at the time of submitting the project 
proposal to Congress or at the time of his determination that the re- 
uested project constitutes a reasonable risk under the provisions of 
this Act, may reserve from use or disposition inimical to the project 
any lands and interests in land owned by the United States which are 
within his administrative jurisdiction and subject to the disposition by 
him and which are required for use by the project. Any such reserva- 
tion shall expire at the end of two years unless the repayment contract 
provided for in section 5 of this Act shall have been executed. ] 

(c) At such time as a project is found by the Secretary and the Governor 
of the State in which it ts located (or an appropriate State agency desig- 
nated by him) to be financially feasible, is determined by the Secretary to 
constitute a reasonable risk under the provisions of this Act, and is 
approved by the Secretary, such findings and approval shall be trans- 
mitted to the Congress. The Secretary, at the time of submitting the project 
proposal to Congress or at the time of his determination that the requested 
project constitutes a reasonable risk under the provisions of this Act, 
may reserve from use or disposition inimical to the project any lands 
and interests in land owned by the United States which are within his 
administrative jurisdiction and subject to disposition by him and which 
are required for use by the proiect. Any such reservation shall expire at 
the end of two years unless the contract provided for in section 65 of this 
Act shall have been executed. 

(d) No appropriation shall be made for financial participation in any 
such project prior to 60 calendar days (which 60 days, however, shall 
not include days on which either the House of Representatives or the 
Senate is not in session because of an adjournment of more than 3 cal- 
endar days to a day certain) from the date on which the Secretary’s 
findings and approval are submitted to the Congress and then only if, 
within said 60 days, neither the House nor the Senate Interior and 
Insular Affairs Committee disapproves the project proposal by committee 
resolution. The provisions of this subsection (d) shall not be applicable 
to proposals made under section 6 of this Act. 

f(a] (e) The Secretary shall give due consideration to financial 
feasibility, emergency, or urgent need for the project, whether the 
proposal involves furnishing supplemental irrigation water for an ex- 
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isting irrigation project, whether the proposal involves rehabilitation 
of existing irrigation project works, and whether the proposed project 
is primarily for irrigation. All project works and facilities constructed 
under this Act shall remain under the jurisdiction and control of the 
local contracting organization subject to the terms of the repayment 
contract. 

[Sec. 5. Any contract authorized to be negotiated under the pro- 
visions of subsection (c) of section 4 of this Act shall set out, among 
other things—J] 

Sec. 5. Upon approval of any project proposal by the Secretary under 
the provisions of section 4 of this Act he may negotiate a contract which 
shall set out, among other things— 

(a) the maximum umount of any loan to be made to the organi- 
zation and the time and method of making the same available to 
the organization. Said loan shall not exceed that portion of the 
estimated cost of constructing the project which, if it were being 
constructed as a Federal reclamation project, would be properly 
allocable to reimbursable functions under general provisions of 
law applicable to such projects; 

(b) the maximum amount of any grant to be accorded the 
organization and the time and method of paying the same to the 
organization. Said grant shall not exceed that portion of the 
estimated cost of constructing the project which, if it were being 
constructed as a Federal reclamation project, w ould be properly 
allocable to nonreimbursable functions under general provisions 
of law applicable to such projects; 

(c) a plan of repayment by the organization of (1) the sums 
lent to it in not more than fifty years from the date when the 
principal benefits of the project first become available; (2) inter- 
est, as determined by the Secretary of the Treasury, by estimating 
the average annual yield to maturity, on the basis of daily clos- 
ing market bid quotations or prices during the month of May 
preceding the fiscal year in which the loan is made, on all out- 
standing marketable obligations of the United States having a 
maturity date of fifteen or more years from the first day of such 
month of May, and by adjusting such estimated average annual 
yield to the nearest one-eighth of 1 per centum at the beginning 
of the fiscal year preceding the date on which the contract is 
executed, on that pro rata share of the loan which is attributable 
to furnishing irrigation benefits in each particular year to land 
held in private ownership by any one owner in excess of one 
hundred and sixty irrigable acres; and (3) in the case of any 
project involving an allocation to domestic, industrial, or munic- 
ipal water supply, or commercial power produced as an element 
of the project and incidental to its full development, interest on 
the unamortized balance of an appropriate portion of the loan 
as a rate as determined in (2) above; 

(d) provision for operation of the project, if a grant predicated 
upon its performance of nonreimbursable functions is made, in 
accordance with regulations with respect thereto prescribed by 
the head of the Federal department or agency primarily con- 
cerned with those functions and, in the event of noncompliance 
with such regulations, for operation by the United States or for 
repayment to the United States of the amount of any such grant; 
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(e) such provisions as the Secretary shall deem necessary or 
proper to provide assurance of and security for — repay- 
ment of the loan and interest as aforesaid. The liability of the 
United States under any contract entered into pursuant to this 
Act shall be contingent upon the availability of appropriations 
to carry out the same, and every such contract shall so recite; and 

(f) provisions conforming to the preference requirements con- 
tained in the proviso to section 9 (c) of the Act of August 4, 1939 
(53 Stat. 1193), if the project produces electric power for sale. 

Sec. 6. Any proposal with respect to the construction of a project 
which has theretofore been authorized for construction under the Fed- 
eral reclamation laws shall be made in like manner as a proposal under 
section 4 of this Act, but the Secretary may waive such requirements 
of subsections (a) and (b) of that section as he finds to be duplicative 
of, or rendered unnecessary or impossible by, action already taken by 
the United States. Upon approval of any such proposal by the Sec- 
retary he may negotiate and execute a contract which conforms as 
nearly as may be, to the provisions of section 5 of this Act. 

Sec. 7. Upon request of an organization which has made or intends 
to make a proposal under this Act, the head of any Federal department 
or agency may make available to the organization any existing engi- 
neering, economic, or hydrologic information and printed material 
that it may have and that will be useful in connection with the plan- 
ning, design, construction, or operation and maintenance of the project 
concerned. ‘The reasonable cost of any plans, specifications, and other 
unpublished material furnished by the Secretary pursuant to this 
section and the cost of making and administering any loan under this 
Act shall, to the extent that they would not be nonreimbursable in the 
case of a project constructed under the Federal reclamation laws, be 
treated as a loan and covered in the provisions of the contract entered 
into under section 5 of this Act unless they are otherwise paid for by 
the organization. 

Src. 8. The planning and construction of projects undertaken pur- 
suant to this Act shall be subject to all procedural requirements and 
other provisions of the Act of August 14, 1946 (60 Stat. 1080). 

Src. 9. The Secretary is authorized to perform any and all acts and 
to make such rules and regulations as may be necessary or proper in 
carrying out the provisions of this Act. 

Src. 10. There are hereby authorized to be appropriated, such sums 
as may be necessary, but not to exceed $100,000,000 to carry out the 
provisions of this Act: Provided, That the Secretary shall advise the 
Congress ey on the receipt of each proposal referred to in sec- 
tion 3, and no contract shall become effective until appropriated funds 
are available to initiate the specific proposal covered by each contract. 
All such appropriations shall remain available until expended and 
shall, insofar as they are used to finance loans made under this Act, 
be reimbursable in the manner hereinabove provided. 

Src. 11. This Act shall be a supplement to the Federal reclamation 
laws and may be cited as the Small Reclamation Projects Act of 1956. 

Src. 12. If any provision of this Act or the application of such pro- 
vision to any person, organization, or circumstance shall be held in- 
valid, the remainder of the Act and the application of such provision to 

ersons, organizations, or circumstances other than those as to which 
it is held invalid shall not be affected thereby. 


O 
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INVESTIGATION OF JUVENILE DELINQUENCY 





May 8, 1957.—Ordered to be printed 





Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §. Res. 126} 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 126) teh | additional funds for a study of 
juvenile delinquency in the United States, having considered same, 
report iawsenhle thereon with amendments and recommend that the 
resolution, as amended, be agreed to by the Senate. 

This resolution would increase by $2,500 the sums previously author- 
ized by the Senate in the 2d session, 84th Congress, for a study and 
investigation of juvenile delinquency in the United States by the Sub- 
committee on Juvenile Delinquency of the Committee on the Judiciary. 
Section 2 of the resolution, added as an amendment by the Committee 
on Rules and Administration, also would increase by $548.83 and by 
$1,000 the amounts voted for the same purpose in the 1st sessions of 
the 83d and 84th Congresses, respectively. The sums called for in 
this resolution are to cover residual obligations remaining from the 
operations of the Subcommittee on Juvenile Delinquency in the 
Congresses mentioned. The other amendment of the committee 
corrects the adoption date of Senate Resolution 173 in 1956, 
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TRANSFER OF LANDS TO STATE OF MINNESOTA 





May 8, 1957.—Ordered to be printed 





Mr. Braue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 864] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 864) to provide for the transfer of certain lands to 
the State of Minnesota, having considered the same, report favorably 
thereon with an amendment and recommends that the bill, as amended, 
do pass. 

The amendment is as follows: 

At page 2, line 3, after the word “tracts” insert the following: 

, which liens shall not include any interest charges which may 
have accrued after April 19, 1929, for land in the Red Lake 
Game Preserve and after April 25, 1931, for other lands 


EXPLANATION OF THE BILL 


The act of May 20, 1908 (43 U.S. C. sees. 1021-1027) was enacted 
to encourage local governments to reclaim certain poorly drained 
areas of public and Indian lands in the State of Minnesota. The 
lands were made subject to the State drainage laws, to be assessed for 
the cost of reclamation works and, if necessary, sold to enforce the 
lien. Efforts to reclaim this land were largely unsuccessful and even- 
tually the State assumed the bonded indebtedness of the counties 
because of their financial difficulties in the early 1930’s 

S. 864 would authorize the Secretary of the Interior to sell these 
lands to the State of Minnesota for the appraised value, less the total 
amount of liens assessed against the land. Disposal of the land 
without payment is provided for in the bill when the total amount of 
liens exceeds the appraised value, except for Indian lands for which 
there is a minimum payment of $1.25 per acre established. In the 


case of Indian lands, consent of the Indian owners is required prior 
to disposal. 
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The State of Minnesota has been developing effective conservation 
practices and controls and the lands involved are best suited for 
inclusion in State and local projects for forestry, recreation, and 
wildlife uses. 

The committee agrees with the Department of the Interior that 
this proposed transfer to the State of Minnesota will promote the 
public interest. 

AMENDMENT 


The total amount of the liens to be deducted from the appraised 
value of these lands includes interest to date. Inasmuch as such 
interest would aggregate about twice the assessment value, the bill is 
amended to limit interest to that which accrued as of the time the 
State assumed the indebtednéss of the counties which originally under- 
= the reclamation of the lands affected by the provisions of the 

ill. 


DEPARTMENTAL REPORT 


The favorable report of the Department of the Interior which has 
been concurred in by the Bureau of the Budget is set forth below. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 
ApriL 3, 1957 


Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 864, a bill to provide for the transfer 
of certain lands to the State of Minnesota. 

a recommend that S. 864 be enacted, if amended as suggested 
elow. 

This bill concerns certain public and Indian lands which are known 
as the Volstead Act lands. S. 1972, a bill with a similar title, was 
introduced in the 83d Congress; the Department reported on that 
bill on August 2, 1954, recommending its enactment, but suggesting 
certain amendments. These amendments were incorporated in S. 152 
of the 84th Congress, but in our report on that bill we suggested one 
additional amendment. That amendment has now been incorporated 
in S. 864 of the 85th Congress, and, consequently, we endorse the 
provisions of this bill. 

The public lands subject to the provisions of this bill are located 
chiefly in Beltrami, Koochiching, and Roseau Counties, Minn. This 
area has been a serious economic problem for many years with a his- 
tory of timber destruction and other poor land use. Our recent 
studies indicate that, generally speaking, these public lands lie within 
a flat, poorly drained portion of the State. None of the lands are agri- 
cultural in character. The lands may be classified as forest lands but, 
because of the latitude, poor drainage, and short-growing season, their 
production of timber is small. Few public roads penetrate the area 
and the lands are distant from forest-product markets. By the Vol- 
stead Act of May 20, 1908 (43 U. S. C., sec. 1021, et seg.) Congress 
encouraged the local governments to reclaim the lands in question for 
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agricultural purposes, and made the lands subject to the State drain- 
age laws. Charges could be assessed against the lands for the cost of 
constructing canals, ditches, and other works to drain the swamps, and 
the lands could be sold to enforce payment of the liens. The Volstead 
Act also authorized the Department to issue patents for the lands to 
the purchasers upon payment to the United States of the price fixed 
by law for the lands. Despite considerable expenditures, the effort 
to reclaim a large part of the lands failed to put them in condition for 
farming. In the early 1930’s the Resettlement Administration bought 
up some of the lands which had been homesteaded. Since the lands 
were generally unfit for entry under the homestead laws, the counties 
were not compensated for their drainage works. The State of Minne- 
sota assumed the responsibility for the bonded indebtedness of the 
counties because of their financial difficulties. 

The provisions of this bill are applicable also to certain lands owned 
by Chippewa Indians but ceded under the provisions of the Nelson 
Act of January 14, 1889 (25 Stat. 642). The cession under the 1889 
act was a “relinquishment in trust” under which the Federal Govern- 
ment, holding the fee in trust, was authorized to sell the ceded lands 
only in the manner and for the purpose provided in that act. Except 
for the pine lands, all the ceded lands were classified as agricultural 
and were subject to disposition only to actual settlers under the 
provisions of the homestead laws on payment of $1.25 per acre in 
5 equal annual installments and upon proof of 5 years’ occupancy. 
Under the Volstead Act drainage assessments against the unentered 
ceded Indian lands became liens enforceable only under its provisions. 
Entries thereafter made on lands so impressed with liens were made 
under the Volstead Act rather than under the homestead laws. The 
lands ceded by the Chippewas under the 1889 act of which disposition 
had not been made were restored to tribal ownership under the act 
of June 18, 1934 (48 Stat. 984). Most of the Indian lands which 
would be subject to S. 864, if it were enacted, are owned by the Red 
Lake Band of Chippewa Indians, and lie in Beltrami, Koochiching, 
and Lake of the Woods Counties. Though restored to tribal owner- 
ship, the lands are still subject to valid rights under patents under the 
Volstead Act existing in the State of Minnesota and its qualified tax 
sale purchasers, or those subrogated to their rights. Both the 1889 
act and the Volstead Act provided for payment to the Indians for 
ceded lands when acquired by entrymen or purchasers. 

S. 864 would meet these problems by authorizing the Secretary of 
the Interior to sell these lands to the State of Minnesota for their 
appraised value, less the total amount of liens assessed against the 
lands. If the appraised value should exceed the total amount of the 
liens, the State would have 2 years within which to pay the excess. 
If there were no excess, the Secretary would have to convey the land 
without payment. 

This department is now disposing of most of its public land holdings 
in the lake States for several reasons. Generally speaking, the hold- 
ings are too small and scattered for the Federal Government to manage 
the lands adequately. In Minnesota, State indemnity selection rights 
under the acts of February 26, 1857 (11 Stat. 166) and March 3, 1857 
(11 Stat. 254), which are estimated to cover about 20,000 acres, will, 
when they are exercised, further reduce Federal holdings in Minnesota. 

The Volstead Act lands are best suited for forestry, recreation, and 
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wildlife use. The State has been developing effective conservation 
controls through local ordinances and management programs. Many 
of the Volstead Act lands are suitable for inclusion in State and local 
land-use projects. We believe, therefore, that the proposed transfer 
to the State of Minnesota of the Volstead Act public lands not with- 
drawn or reserved for Indians or Federal use would be in the public 
interest. 

As a matter of general policy, we could support legislation for the 
transfer of lands owned by the Federal Government only if the 
United States were to receive reasonable compensation. The Recrea- 
tion Act of June 14, 1926 (43 U.S. C., sec. 869), as amended by the 
act of June 4, 1954 (68 Stat. 173), authorizes the disposal of public 
lands to States and local governments for public purposes at a peice 
to be fixed by this Department ‘through appraisal or otherwise. after 
taking into consideration the purpose for which the lands are to be 
used.”’ There are, nevertheless, sound equitable considerations which 
would justify the deduction of the amount of the liens from the price. 
After the county governments collapsed financially, the State took 
over the county debts resulting from unwarranted and unwise drainage 
projects. Even though the State has no claim against the United 
States because of this, it does have a real financial interest in the lands, 

Since the act authorizes the collection of interest on the drainage 
assessments, the “total amount of the lien’? deducted from the Secre- 
tary’s appraisal figure presumably includes interest. If interest up to 
the present is allowed, it would aggregate about twice the assessments. 
The Congress may wish to limit the amount of interest deductible 
from the appraisal figure. By the early thirties, at least, it was 
obvious to those concerned that the agricultural development plan 
had failed, and by that time there was no thought of encouraging the 
homesteading of these lands to pay the amount of the liens and 
all accumulated interests as contemplated by the Volstead Act. 

Section 5 (a) requires that the Indian owners give their consent 
before action is taken with respect to Indian lands, while section 2 
would require that the State pay at least $1.25 per acre for Indian 
lands. 

Prior to the submission of our report to the 84th Congress, the 
Department completed certain studies of the public lands which would 
be subject to the bill’s provisions. We believe that some of this 
information may be of assistance to the committee in its consideration 
of S. 864. The lands in question may be divided into classes as follows: 


Acres Percent 





Upland, nonswamp, commercial] timberland suitable for production of pulpwood, 
providing access and markets are available, (spruce, fir, aspen, tamarack, cedar, 
St DD. Mabteta tense a csnebhtthsa ccbbksbuckbaddacks okteecnussete _..| 14, 466. 25 48 

Swamp timberland, suitable for production of marginal forest products on a 100- 
year rotation provided fire protection and no increase in water levels. (spruce, 





er a . Ce oD oF anetnbapenieciedecnonasanse 11, 673. 58 35 
Marsh, bog, and water acres, no foreseeable economic use...........-.---.------.-- 6, 251. 20 18 
Abandoned hay or farmlands, suitable for planting to commercial timber-._.......-.- 60. 00 2 

ecotehaness Pletspiihallsagealind 
le ii oh tn oob eee eeddn Cbdde Lobnndeddakstsbebe dame ddabcosuddecegen 32, 451. 03 | 100 
| | 





The primary economic utilization of the lands is for the production 
of forest products, primarily in the form of pulpwood, cedar posts, 
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and Christmas trees. Very little is suitable for the production of 
sawlogs. The present cover of the lands includes 52,000 cords of 
spruce, 21,000 cords of tamarack, 1,000 cords each of jack pine and 
aspen, 132,000 cedar posts, 100,000 Christmas trees, and small amounts 
of other species. 

Varying according to the productivity of the site, drainage condi- 
tions, location in relation to mills, and access for logging, prices for 
land (exclusive of timber) were found to range from 50 cents to $5 
for commercial timberlands. Values for swamp timberland (exclusive 
of timber) were set at 50 cents to $1.25 per acre, although commercial 
wood-using industries may even place a negative value on some of 
these lands. Abandoned farmlands were found to sell at from $10 
to $15 per acre. 

Stumpage values of timber range from 50 cents per cord for white 
birch to $4 per cord for black spruce. Cedar posts are valued at 
from 1 to 3 cents each and Christmas trees from 2 to 3 cents. 

The value of the lands and timber are estimated at about $25,000 
for the land and $234,000 for the timber, making a total of $259,000 
or about $8 per acre. We consider this to be an estimate of the 
maximum value of the lands. Tract-by-tract studies might reveal 
that difficulties of access to individual tracts and distance from or 
lack of current markets would require a somewhat lower total valua- 
tion. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
HatrieLtp CHILson, 
Acting Secretary of the Interior. 


0 
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AMENDING THE ATOMIC ENERGY ACT OF 1954, AS 
AMENDED 


May 9, 1957.—Ordered to be printed 


Mr. Anprrson, from the Joint Committee on Atomic Energy, 
submitted the following 


REPORT 


[To accompany S. 2051] 


The Joint Committee on Atomic Energy, having considered the 
subject matter of the amendment to the Atomic Energy Act of 1954 
to protect the public by providing governmental indemnity and 
granting limitation of lability for persons in the atomic energy 
program, by establishing the Committee on Reactor Safeguards as a 
statutory committee, and by requiring publication of its safety 
reports and public hearings on certain facility license applications, 
report an original bill S. 2051 and recommend that the bill do pass, 


BACKGROUND 


When the Atomic Energy Act of 1954 was passed, it was the hope 
of Congress that the provisions in the laws liberalizing the statutory 
restrictions which had hitherto given the Government a monopoly in 
the atomic energy field would encourage the entrance of private 
industry into the program, and speed the further development of the 
peaceful uses of atomic energy. 

It was brought to the attention of the Joint Committee in the 1956 
hearings, which the Joint Committee is required to hold under section 
202 of the Atomic Energy Act of 1954, that the problem of possible 
liability in connection with the operation of reactors is a major deter- 
rent to further industrial participation in the program. While the 
202 hearings held in 1957 indicate that it may not be the most impor- 
tant deterrent—that appears to be the current lack of economic 
incentive—the problem of liability has become a major roadblock. 

The Joint Committee held hearings on this problem in May and 
June last year. At that time it considered proposals which had been 
drawn up in the committee and the Atomic Energy Commission. 
It voted out the committee version, but these bills were not brought 
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up for debate on the floor of either House. This year the committee 
bills were again introduced and further hearings were held on them. 
The Atomic Energy Commission suggested a number of amendments 
to the committee Pills. The Commission recommendations are incor- 
porated in the record of the hearings for 1957. 


SAFETY OF REACTOR OPERATIONS 


The Atomic Energy Commission reports that— 


Nuclear reactors have been operated in the United States 
since December 2, 1942, with a safety record better than that 
of other industry. More than 100 reactor-years of regular 
operating experience have been accumulated, including 
experience with reactors of high power and large inventories 
of fission products, without a single personal injury and no 
significant deposition of radioactivity outside of the plant 
area. There have been a few accidents with research reactor 
installations as contrasted with the perfect record of safety 
of the regularly operating reactors. But even these acci- 
dents with research and experimental reactors did not 
affect the public. 


The Commission reports that the safety record from the operation of 
reactors in Great Britain is equally favorable. 

In the history of reactor operations there have been three incidents 
of public notice involving reactors. Two of these were accidental— 
the one at Chalk River in Canada and the one at the experimental 
breeder reactor at Arco. In both of these, personnel failure caused 
damage which was primarily limited to the reactor itself. The third 
incident was a deliberate forcing of a small experimental reactor to 
explosion to study the effects of such action. In none of these three 
incidents was there any damage to any person. The property dam- 
age in both of the accidental incidents was essentially confined to the 
reactor itself. 

All of the new reactors which are being built or planned have 
incorporated into them every conceivable device to see that they are 
safe. The reactors themselves are constructed with immediate shield- 
ing designed to minimize blast damage. They also have gas-tight 
fragment-proof containers of concrete “and steel built around them 
such as the sphere which was built around the experimental sub- 
marine reactors at West Milton, N. Y. The possibility of dangerous 
materials escaping and causing damage outside the reactor facilities 
is infinitesimal. However, the possibility does still exist. 

The Commission has extensive powers to protect the public health 
and safety through its regulatory acts, and it also has mandate for 
a strong Inspection Division to see that the regulations are complied 
with. During the hearings, the Commission explained at some length 
its safety precautions. All of these minimize the possibility of such 
damage to persons and property. 

Since radioactive materials are many times more toxic and poison- 
ous than other substances, the companies which are interested in par- 
ticipating in the reactor program are hesitant about assuming the 
liabilities which could ensue in the remote event of a reactor meltdown 
with the resulting release of fission products and radioactive materials 
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into the air. At this stage in the development of atomic energy 
these companies do not envision any profit for many years from the 
research and development efforts that have to be put into the program. 
Yet, in the unlikely event of a runaway reactor they may be sub- 
jected to damage claims which have been estimated in the testimony 

efore the committee at sums ranging from several hundred thousand 
dollars for large reactors to sums up to a billion dollars, and somewhat 
beyond in a few estimates. 

Assuming that there were 100 large power reactors operating in the 
United States, the Commission has found that the most pessimistic of 
the probabilities involved lead to the estimate that there would be 
less than 1 chance in 50 million of any one person getting killed in any 

ear in a reactor incident as compared to 1 chance in 5,000 for getting 
Killed in an automobile accident. It also concluded that hypothetical 
property damages range from a lower limit of about one-half a million 
dollars to an upper limit, in the worse imaginable case, of $7 billion. 
This latter figure is largely due to a contamination of land with fission 
products. However, the estimates of experts on the occurrence of 
nuclear incidents at major reactors varied from those who were unable 
to be expressed in numbers to a range between 1 chance in 100,000 per 
year to 1 chance in a billion per year for such accidents. ‘There was 
no disagreement that the probability of major reactor accidents was 
exceedingly low. 

PRIOR HEARINGS 


Recognizing the importance of the problem, after it had been raised 
in the 202 hearings in 1956, the Joint Committee took the unusual 
procedure of calling a seminar of people interested in the various 
aspects of this problem. Some 40 persons met with the committee 
in executive session on March 15 and 16, 1956. They included 
representatives from the Atomic Energy Commission, from com- 
panies who build reactors or parts, from companies which would 
operate reactors, and from insurance firms. A full, free, and frank 
discussion of the problems between the committee and persons 
involved increased the desire of the committee last year to find some 
solution to the problem. 

Two bills were introduced by Joint Committee members early in 
1956: H. R. 9701 (84th Cong., 2d sess.) introduced by Mr. Price, 
which provided for full governmental indemnity; and H. R. 9802 
(84th Cong., 2d sess.) introduced by Mr. Cole, which limited the 
liability of the reactor owners. After the seminar in March 1956, 
Chairman Anderson sent out a letter on April 26, 1956, to the industry 
and others interested, which suggested possible legislation incor- 
porating features of both the Price and the Cole bills. This new 
proposal was based on staff studies of the indemnity problem and the 
results of the seminar. 

On May 15, 16, 17, 18, and 21, 1956, the Joint Committee held 
public hearings on the problem. The witnesses who were heard were, 
in the order of their appearance: 


Lewis L. Strauss, Chairman, Atomic Energy Commission 

Dr. Willard F. Libby, Commissioner, AEC 

Harold S. Vance, Commissioner, AEC 

Thomas E. Murray, Commissioner, AEC 

Harold L. Price, Director, Division of Civilian Application, AEC 
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Dr. C. R. McCullough, Director for Reactor Safeguards, AEC 

William Mitchell, General Counsel, AEC 

W. Kenneth Davis, Director, Division, Reactor Development, AEC 

Don S. Burrows, Controller, Division of Finance, AEC 

H. R. Searing, chairman of the board, Consolidated Edison Co. of 
New York 

Charles H. Weaver, vice president of Westinghouse Electric Corp. 

Walker L. Cisler, president of Power Reactor Development Co.; 
accompanied by Edward M. Spencer, assistant treasurer of the 
Detroit Edison Co., and Edward 8S. Reid, Jr., counsel for Power 
Reactor Development Co. 

R. L. Schacht, general manager, Consumers Public Power District, 
Columbus, Nebr. 

Charles J. Haugh, on behalf of the Association of Casualty & Surety 
Companies 

Ambrose B. Kelly, general counsel, Associated Factory Mutual Fire 
Insurance Companies 

Elmer L. Lindseth, president, Cleveland Electric Illuminating Co. 
and member, Edison Electric Institute Committee on Atomic 
Power 

Willis Gale, chairman, Commonwealth Edison Co., Chicago 

Francis K. McCune, president, Atomic Products Division, General 
Electric Co.; accompanied by William Kennedy, counsel, Atomic 
Products Division 

Perey Chubb, American Insurance Association 

Philip Sporn, president, American Gas & Electric Co. and Nuclear 
Power Group, Inc. 

John Menke, president, Nuclear Development Corp. of America 

William S. Peterson, American Public Power Asscciation, Washington, 
D.C. 

Ralph E. Becker, secretary-treasurer, Federation of Insurance 
Counsel 

Herbert W. Yount, vice president of the Liberty Mutual Insurance 
Co. 

Tom Pickett, executive vice president of the National Coal Association 

William Webster, president of Yankee Atomic Electric Co. 

Charles E. Oakes, president of the Pennsylvania Power & Light Co. 

John N. Keen, manager, Wolverine Electric Cooperative, Big Rapids, 
Mich. 

Donald H. Dunham, director, retirement, safety and insurance depart- 
ment, National Rural Electric Cooperative Association; accom- 
panied by Robert Kabat, administrator, NRECA Atomic Energy 
Study Group 

Kenneth E. Black, president of the Home Insurance Co., and chairman 
of the National Board of Fire Underwriters Committee 

Stoddard M. Stevens, a member of the law firm of Sullivan & Crom- 
well, New York City; accompanied by George C. Kern, Jr., an 
attorney with the firm of Sullivan & Cromwell, New York City 

Oscar M. Ruebhausen, Atomic Energy Committee, New York City 
Bar Association 

Andrew J. Biemiller, legislative representative of the American 
Federation of Labor and Congress of Industrial Organizations; 
pengmeseees by Leo Goodman of the research department, AFL- 
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At that time the Atomic Energy Commission presented its. pro- 
posed bill to the Joint Committee, which Mr. Cole later introduced as 
H. R. 11242 (84th Cong., 2d sess. ). On the basis of these hearings 
and following up lines of thought which had earlier been generated by 
staff studies, the chairman introduced S. 3929 (84th Cong., 2d sess.), 
which provided for a different method of approach to the problem, 
following along the lines of his letter of April 26, 1956. 

The Joint Committee held hearings on these two bills on June 15, at 
which time these witnesses appeared: 


Harold S. Vance, Commissioner, Atomic Energy Commission 

William Mitchell, General Counsel, Atomic Energy Commission 

Oscar M. Ruebhausen, atomic energy committee, New York City 
Bar Association 

Stoddard M. Stevens, Sullivan & Cromwell, New York City 

H. W. Yount, vice president, Liberty Mutual Insurance Co. 

Charles J. Haugh, representing Association of Casualty Surety Com- 
panies 

Andrew J. Biemiller, legislative representative, American Federation 
of Labor and Congress of Industrial Organizations 

Donald H. Dunham, director, retirement, safety, and insurance 
department, National Rural Electric Cooperative Association 


In addition, over 20 statements were filed for the record. The 
unanimous preference of all persons outside the Government agencies 
was for legislation along the lines of S. 3929. 

Following the June 1956, hearings, and after further meetings in 
executive session and deliberations to consider the bills and testimony 
submitted, the Joint Committee voted out S. 4112 (84th Cong., 2d 
sess.) and H. R. 12050 (84th Cong., 2d sess.). These bills, with 
committee amendments, were reintroduced in the 85th Congress, 1st 
session, as S. 715 and H. R. 1981 by Senator Anderson and Mr. Price, 
respectively. 

STUDIES 


The Joint Committee, in July of 1956, requested the Atomic Energy 
Commission to make a scientific study of the possible effects of a 
runaway reactor. The Atomic Energy Commission forwarded the 
results of this study to the Joint Committee on March 23, 1957. With 
respect to this study, Mr. Strauss testified: 


As part of the Commission’s testimony, we are submitting 
for the record a study of the possible consequences in terms 
of injury to persons and damage to property if certain hypo- 
thetical accidents should occur in a typical large nuclear 
power reactor. 

A large team of individuals prominent in the sciences and 
engineering specialists participated in this study. 

| am happy to report that the experts all agree that the 
chances that major accidents might occur are exceedingly 
small. 

This study is a part of the Commission’s continuing effort 
on a broad front to understand and resolve this problem of 
possible reactor hazards so that we may proceed with an 
expanding atomic-energy industry with GF coeifidines that 
there will be few reactor accidents and that such as do occur 
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would have only minor consequences. This effort and the 
work of translating the results into affirmative, concrete 
safeguards for protection of the public is, of course, our 
continuing responsibility. 

Since the beginning of the reactor program the experts 
and the Congress and the public and the Commission have 
all been concerned with the possible causes and the possible 
magnitude of damage from reactor runaways, and with 
means of prevention. The subject commanded four sessions 
of the International Conference on the Peaceful Uses of 
Atomic Energy in Geneva 18 months ago, which, as you will 
recall, we initiated. In May of last year Dr. Libby pre- 
sented to your committee some estimates of the possible 
extend of harm and damage should a major accident occur. 

The current study has taken the form in which it is now 
presented to you as a means of responding to the committee’s 
specific request of last July 6. ‘To produce such a study, it 
was necessary to stretch possibility far out toward its 
extreme limits. Some of the worst possible combinations of 
circumstances that might conceivably occur were conjoined 
in the hypotheses in order that we might assess their con- 
sequences. The study, therefore, ought to be regarded as 
an estimation of the consequences of unlikely, though 
imaginable, combinations of failure and error and weather 
conditions; it is not in any sense a prediction of any future 
condition. 

It has been a difficult study to make. Fortunately, there 
has been little reactor accident experience upon which to 
base estimates. Nuclear reactors have been operated in 
the United States since December 2, 1942, with a safety 
record better than that of other industry. More than 100 
reactor years of regular operating experience have been 
accumulated, including experience with reactors of high 
power and large inventories of fission products, without a 
single personal injury and no significant deposition of radio- 
activity outside of the plant area. There have been a few 
accidents with research reactor installations as contrasted 
with the perfect record of safety of the regularly operating 
reactors. But even those accidents with research and ex- 
perimental reactors did not affect the pubic. 

This record which shows that safe operation can be 
achieved is due to skillful design, careful construction, and 
competent operation. 


(The full letter of transmittal of this report is attached hereto as 
annex A.) 

A study of the insurance and indemnity problem was made by the 
legislative drafting research fund of the Law School of Columbia 
University, which was employed in November 1955, by the Atomic 
Industrial Forum to prepare reports on the problem. A preliminary 
report was made on March 1, 1956, and the final report was made 
January 7, 1957. The summary of the problem, as developed in 
this report, has already been noted above. Other pertinent portions 
of the report are printed in the committee hearings. 
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In March 1955, the Atomic Energy Commission appointed an 
Advisory Committee consisting of 10 persons representing all phases 
of the industry. This Committee made a preliminary report on July 
15, 1955, which emphasized that the primary difficulties would be in 
connection with third party liability. The Committee made another 
interim report in January of 1956, after the insurance companies had 
been able to find ways of getting together sums which could be used 
to protect the industry. Heretofore the highest liability policy 
issued had a face value of $10 million. The stock companies joined 
together in 2 pools, 1 for liability (Nuclear Energy Liability Insurance 
Association) and 1 for property (Nuclear Energy Property Insurance 
Association). Each of these pools would issue policies for damages 
up to $50 million. The mutual companies were able to form similar 
pools which could insure liability risks up to $10 million and property 
risks up to $5 million. The policies and rates which are presently 
available from these two insurance pools are discussed further en in 
this report. 

Concerning the possible need for establishing the Committee on 
Reactor Safeguards as a statutory committee, and for requiring that 
certain of its reports be made public, and that public hearings be held 
on certain reactor license applications, Senator Andersen, chairman 
of the Joint Committee during the 84th Congress, directed the staff 
of the Joint Committee to undertake a study in August 1956. The 
committee staff was assisted in this study by two consultants, and on 
April 5, 1957, the study was made public as a Joint Committee print 
entitled, “A Study of AEC Procedures and Organization in the 
Licensing of Reactor Facilities.” 


CURRENT HEARINGS 


The Joint Committee held hearings on S.715 and H. R. 1981, the 
bills introduced in the 85th Congress, on March 25, 26, and 27, 1957. 
Witnesses were also requested to testify on S. 1684, 85th Congress, 
Ist session, a bill introduced by Senator Anderson to establish a Com- 
mittee on Reactor Safeguards, to require that certain of its reports 
be made public, and that public hearings be held on certain facility 
license applications. The witnesses who were heard were, in the order 
of their appearance: 


Lewis L. Strauss, Chairman, Atomic Energy Commission. 

Dr. Willard F. Libby, Commissioner, AEC, 

Harold S. Vance, Commissioner, AEC. 

Thomas E. Murray, Commissioner, AEC. 

Kenneth E. Fields, General Manager, AEC, 

William Mitchell, General Counsel, AEC. 

Harold L. Price, Director, Division of Civilian Application, AEC. 

W. Kenneth Davis, Director, Division of Reactor Development, AEC. 

Charles J. Haugh, vice president, Travelers Insurance Co. 

Hubert Yount, ‘vice president, Liberty Mutual Insurance Co. 

Kenneth E. Black, president, Home Insurance Co. 

William H. Berry, vice president, American Group of Fire & Insurance 
Companies. 

Francis J. McCune, president, atomic products division, General 
Electric Co. 

Arthur W. Murphy, Hughes, Hubbard, Blair & Reed. 
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Victor A. Hann, nuclear energy committee of National Association of 
Manufacturers. 

Stoddard Stevens, partner of law firm, Sullivan & Cromwell. 

Ambrose J. Kelly, general counsel, Associated Factory Mutual Fire 
Insurance Cos. 

Gail L. Freer, Rural Cooperative Power Associates. 

Edward J. Slowter, Battelle Memorial Institute. 

Dr. Lee L. Davenport, president, Sylvania Corning Nuclear Corp.; 
accompanied by Howard Cohen, counsel. 

Arthur Berard, president, National Electric Manufacturers Associa- 
tion. 

Benjamin Sigal, general counsel, International Union of Electric 
Workers. 

Carlos Gastambidi, president, Monroe Industrial Union Council. 

Joseph R. Stanifer, president, Local 1000, United Papermakers and 
Paperworkers Union of America. 

John Jennings, president, Local 1004, United Paper Makers and 
Paper Workers. 


Speaking for the Atomic Energy Commission at the Hearings thia 
year, Chairman Strauss stated: 


Mr. Chairman and members of the committee, we are 
pleased to be here this morning because we hope that your 
committee is nearing the solution of one of our principal 
problems involved in the rapid development of nuclear 
power in the United States. 

The bills which you have under consideration—that is to 
say, S. 715 and H. R. 1981—offer a practical approach to the 
necessity of providing adequate protection against liability 
arising from atomic hazards as well as a sound basis for com- 
pensating the public for any possible injury or damage 
arising from such hazards. * * * 

The Commission shares the hope of the committee and 
industry that congressional action on the legislation may be 
completed early in this session of the Congress, so that the 
United States may move forward, at an accelerated pace, 
toward our goal of economical, competitive, and safe nuclear 
power. Nosingle thing that your committee might do could 
contribute so greatly to the acceleration of nuclear power 
development in the United States as would early and favor- 
able action on this subject. 


BASIC APPROACH AND PRINCIPLES 


The basic approach of the legislation proposed by the Joint Com- 
mittee in 1956, was to have the Commission determine the amount of 
financial protection which the licensee for reactors must have to pro- 
tect the public against nuclear incidents. Beyond the amount of 
financial protection there would be required as a condition of the 
license the Government would indemnify the reactor operators for 
sums up to $500 million. If a runaway reactor should cause any 
further damages beyond that, the way was left open for Federal con- 
tributions after further congressional consideration. If the sums 
available were not sufficient to take care of all of the damage, limita- 
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tion of liability proceedings would be made applicable in order to pro- 
vide a ready technique for apportioning the moneys available among 
those hurt. ‘The Commission was given authority to use this same 
power in its contracts for those doing work directly for the Commis- 
sion, not merely licensees. 

The indemnification contracts are to protect the public by means 
of penne funds to the licensee and any of those who might bs found 
liable with him for payment of public damages. Those people who 
design and construct the reactor and who supply parts for it will 
have funds made available to them if they are found liable. 

The basic principles underlying the bill are two: 

1. Since the rights of third parties who are injured are established 
by State law, there is no intestarends with the State law until there is 
a likelihood that the damages exceed the amount of financial responsi- 
bility required together with the amount of the indemnity. At that 
point the Federal interference is limited to the prohibition of making 
payments through the State courts and to prorating the proceeds 
available. 

2. A system of indemnification is established rather than an insur- 
ance system, since there is no way to establish any actuarial basis for 
the full protection required. The chance that a reactor will run away 
is too small and the foreseeable possible damages of the reactor are 
too great to allow the accumulation of a fund which would be adequate. 
If this unlikely event were to occur, the contributions of the com- 
panies protected are likely to be too small by far to protect the public, 
so Federal action is going to be required anyway. If the payments 
are made large enough to insure that there is an adequate fund avail- 
able, the operation of the reactors will be made even more uneconomic. 
On the other hand, if, as the Joint Committee anticipates, there never 
will be any call on the fund for payments, the funds will have been 
accumulated to no purpose. Hence, in this instance it seemed wisest 
to the Joint Committee not to treat this as an insurance problem but 
to treat it as an indemnification problem. There seems to be no real 
need for establishing all of the technical mechanisms of an insurance 
fund in this situation. It was for the reasons above that the Joint 
Committee decided against the program of permissive reinsurance as 
suggested by the Commission in 1956. 

The provisions of this bill provide governmental indemnifications to 
those licensees who obtain their licenses within the next 10 years. 
The indemnification agreement is to run for the life of the license. 
During the 10-year period it is hoped that there will be enough ex- 
perience gained so that the problems of reactor safety will be to a great 
extent solved and the insurance people will have had experience on 
which to base a sound program of their own. In the meanwhile, the 
Commission is under two compelling duties: 

The first, and by far the more important, is to see that the reactors 
which are built are designed, constructed, and operated in the safest 
fashion. It was in an effort to assure the continuous safe operation of 
reactors that the Joint Committee decided in 1957 to add to the 
indemnity bills provisions which would make the Committee on 
Reactor Safeguards a statutory committee, require publication of its 
reactor hazard reports prior to hearings on construction permits and 
require public hearings on applications for certain facility licenses. 

Secondly, the Commission has a continuing duty to make available 
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for industrial study as much of the information it now has, or will 
accumulate, which bears on the problems of safe operation and insur- 
ability of reactors. There appear to be many sources of information 
within the Commission’s program other than that directly involved 
in the reactor work for peaceful uses which might be of help in this 
situation. 

PRIVATE INSURANCE CONTRACTS AND RATES 


Because of the magnitude of insuring reactors, the insurance com- 
panies joined together in pools. The insurance field has been tradi- 
tionally developed by stock companies and by mutual companies. 
These two types of companies, in turn, are split between those com- 
panies which insure against third-party liability (casualty companies) 
and those companies which issue property insurance on the reactor 
facility itself. These four segments of the insurance companies each 
formed their own pools to issue atomic insurance policies. The stock 
companies have two pools. One is the Nuclear Engery Liability 
Insurance Association (NELIA) and the other the Nuclear Energy 
Property Insurance Association (NEPIA). To the extent that the 
latter, merely insures the reactor and its buildings, it is not concerned 
with the financial protection which is required under the statute. 
It is understood that the NELIA policy will be issued to the licensee 
and will protect not only those who may be a contractor, or subcon- 
tractor, for parts, supplies, or services, but also any other person who 
may be liable for a nuclear incident.' The policy will cover damage 
to the persons or property of others, regardless of whether they are 
located anywhere in the United States, Canada, or Mexico 

Since the only atomic insurance available will be issued to the 
owner for the reactor, it is not expected that there will be insurance 
that any company can buy to protect against damage from a runaway 
reactor located somewhere else. Therefore, the ‘NELIA policy is 
being reconsidered with a view of including the offsite property of 
the persons indemnified. This would make the proceeds of the insur- 
ance available to them as though they were a third party. The same 
result could be obtained by having the reactor incorporated as a sep- 
arate corporation. 

The exclusions to the standard policy are (1) for workmen’s com- 
pensation; (2) for liability assumed under contract; (3) for the handling 
or use of any weapon; (4) war damage; and (5) the reactor property 
itself. Other exclusions limit the incident to: (1) within the United 
States; (2) occurring only at the insured facility and not another; 
(3) the use or retention by the insured by materials retained by the 

' See the following: 
Toe TRAVELERS 
Mr. Cart T. DurfamM, 


Chairman, Joint Committee on Atomic Energy, 
The Capitol, Washington, D C 

Drar Mr. Durnam: I have today sent to Mr. Ramey a series of memoranda which complete the 
material which your committee asked that I furnish 

In sending that material, | have incorporated in my memorandum on 8. 71 and H R_ 1981 and the 
amendments proposed by the Atomic Energy Commission, a statement to the effect that we are now 
revisine the nuclear energy liability insurance policy to take care of the so-called airplane situation which 
was discussed extensively at the March 25 hearing. The amendment to the policy will take care. not only 
of this particular sort of incident, but other similar types of incidents by affording coverage for liability 
of any person. or persons, in connection with claims arising out of a nuclear-energy incident. When the 
revised policy phraseology has been completed and appropriate filings have been made. I shall iurnish 
your committee copy of the revised policy contract. 

May I take this opportunity once again to thank you or affording me the opportunity to appear before 
you. 

Sincerely, 


CuHartes J. Haucn, Vice President. 
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operation or use of the facility but used at another site; and (4) 
arising out of materials transferred to the United States of America. 
The latter exclusion seems to negate the contractor-type operations 
and it is understood that this exclusion is under reconsideration. 

The balance of the policy appears to contain only the ordinary 
clauses, except that the claims must be asserted within 2 years after 
the termination of the policy. It is understood that this policy has 
been under consideration by the industrial concerns involved since 
February 1957. The Joint Committee hopes that in its final form 
it will cover the same scope as the bill. 

The Nuclear Energy Liability Insurance Association has established 
some rates for liability coverage of certain reactors. These rates ap- 
pear to be high in comparison with rates for conventional electric 
power generating systems. It is understood that they will be reduced 
if 10 years of operation should disclose no need for this high a premium, 
It there is no incident, the insurance companies expect to return be- 
tween two-thirds and three-fourths of the premiums. These pre- 
miums do not appear to constitute a substantial fraction of the costs 
of the operation of large-scale reactors. While the cost of insurance is 
an appreciable part of the operating costs of small-scale power reactors 
(from 0.5 to 2 mills per kilowatt-hour) the cost of construction and 
operation of these reactors will in any event be considerably in excess 
of conventional costs. Thus insurance costs should not be considered 
a crucial item in determining the economics of the first generation of 
small-scale atomic powerplants. 

The Nuclear Energy Liability Insurance Association has furnished 
the Joint Committee with the following quotations for $50 million 
third-party liability insurance for these reactors: 


Amount Electric Thermal 
kilowatts kilowatts 


Ee EES GN ED GN... ccckantseancediceduaaseanssamsned $130, 000 134, 000 480, 000 
Asmour Reseereh Foundation... «6st ccendscbociincedstsesabas 59, 000 0 50 
General Electric Co. (Vallecitos, Calif.)......................- 67, 000 3, 000 12, 000 
CONTR WOME GIO. Sw a ca ccccdaccuatd badesscscuabhdscuaeennl 250, 000 180, 000 630, 000 
menttetne Dhemperios Ematitwhs. <n <i dn chcnctmcodasceosssdemedios 50, 500 0 1, 000 
DUET d ¢ shekckiGenesatccteduseaneeunansdanenasbaanaesnaa 69, 430 22, 000 58, 000 





These figures were determined by the following rates per million of 
insurance: 





Company Ist mil- | Next 4 Next § | Next 10 | Next 20 | Next 10 

lion miilion million | million | million million 
TRIE d catbeccctdadedetduscbddecthabes $20.000 | $10.000 $4, 000 $2, 000 $1, 000 $1, 000 
OVE inde ck 6 ote bbcecqtinansinesydcgbese 12, 000 4, 000 1, 600 §00 f0C 500 
ET TUMNNEC. « concakiadneedsenuanos 2, O90 3. 000 1, 200 1,900 1, 000 1, 000 
PIIIONIUUS ovnncdccccvatneccndcebeins 40, OW) 20, 000 8, 000 4, 000 2,090 1,000 

 _ E eee eave ee 6, 250 2, 250 1,070 7, 70 7M) 7 
| a Sa Pre a ae 7, 360 3, 680 1, 470 1, 000 1, 000 1,000 





REACTOR SAFEGUARDS 


The provisions of S. 1684 and H. R. 6604 were added to the in- 
demnity bill since it was felt that the Congress should not only try 
to give financial protection to innocent members of the public who 
might suffer in the unexpected case of a runaway reactor, but that 


23002°—58 S. Rept., 85-1, vol. 2——14 
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the Congress should also provide all possible statutory requirements 
for assuring that reactors should be as safe as possible. A study of 
the problems of the Commission-licensed operations was made by 
the staff of the Joint Committee and published in April 1957, as a 
Joint Committee print entitled “A Study of AEC Procedures and 
Organization and the Licensing of Reactor Facilities.” 

This study summarized the facility license procedures of the AEC 
and the role of the Committee on Reactor Safeguards in the evaluation 
of the hazards in reactor construction and operation. While the 
Atomic Energy Act of 1954 has over 18 references to health and 
safety requirements, there was no body specifically established in the 
act whose primary responsibility would be to study and advise on 
the health and safety aspects of licensed operations. The Joint 
Committee deemed it desirable to establish formally such a body as 
an advisory committee to assist the Commission with respect to 
those facilities where the hazard is likely to be the greatest. The 
Commission has had a Committee on Reactor Safeguards as a com- 
mittee, though it is not specifically established by the act. This 
Committee has examined Commission and licensee reactors and has 
had a very good record. 

Having established the Committee under the bill, it was thought 
that its functions would be best served if its reports should be made 
public, and if the facilities of the type on which its report were required 
should be licensed only after a public hearing. 

The Joint Committee concluded that full, free, and frank discussion 
in public of the hazards involved in any particular reactor would seem 
to be the most certain way of assuring that the reactors will indeed 
be safe and that the public will be fully apprised of this fact. 

The Joint Committee therefore added as sections 4, 5, and 6 of the 
indemnity bill the provisions of S. 1684 and H. R. 6604, bills pre- 
viously introduced by Senator Anderson and Mr. Durham to establish 
the Committee, to require that its reports be made public and that 
hearings be held on certain reactor applications. 

The Atomic Energy Commission appointed an Insurance Study 
Group in 1955 to undertake an examination of the insurance needs of 
the new industry. One of the recommendations made by this group 
in its interim report was: 


8. In order to promote the insurability of such enterprises 
and increase insurance capacity, it is believed absolutely nec- 
essary that the present Reactor Safeguards Committee, or 
similar committee, continue to function and that stringent 
safety standards be maintained as a condition precedent to 
licensing under the 1954 act. This would involve periodic in- 
spection as to compliance as a condition for the continuance 
of the license. 
Letters have been received by the Joint Committee from the in- 
surance firms and from industry supporting the need for establishing 
the Committee on Reactor Safeguards. 
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Tue Travevers InsurRANCE Co., 
April 8, 1957. 
Mr. James T. RAMEY, 
Executive Director, Joint Committee on Atomic Energy, 
The Capitol, Washington D. C. 

Dear Mr. Ramey: Unfortunately, your letter of March 22 did not 
reach me until after I had returned from the March 25-27 hearings. 

I am of the firm opinion that the Reactor Safeguards Committee 
performed an extremely useful function. This is not merely my own 
opinion, but that of all of my associates on the governing and rating 
committees of the Nuclear Energy Liability Insurance Association. 

I believe, in fact I urge strongly, that such a committee should 
continue in existence. Certainly, S. 1684 would insure the continua- 
tion of such a committee. 

Sincerely, 
Cuaries J. Havuan, Vice President. 


Liserty Mutvat Insurance Co., 
April 2, 1957. 
Re Reactor Safeguards Advisory Committee. 
Hon. Cuinton P. ANDERSON, 
Congress of the United States, 
Joint Committee on Atomic Energy. 

Dear Senator AnpEeRsoN: Upon my return from Washington I 
found a copy of your bill, S. 1684, which had been sent to me by 
Mr. Ramey. I am glad to see something of this sort introduced. I 
have discussed the problem of this Committee with a great many people 
during the past year because both our mutual companies and the 
stock companies are very much concerned about the continuation of 
such a strong impartial committee. 

My reluctance last week as to whether the reports of this Committee 
should become public documents is genuine, based upon uncertainty 
as to what the effect would be. In discussing the problem with various 
people I have run into the view that perhaps the most able people 
desirable on such a committee might be unwilling to serve if the report 
was to become a matter of public controversy. If this should be the 
case my preference would be for a stong committee with some reser- 
vation as to making the complete committee report on public 
document. 

I share your view expressed in your remarks accompanying the bill 
to the effect that the safety and welfare of the public must a primary 
consideration. In this connection it would seem important that such 
& committee would be concerned not merely with private operations 
conducted under the licensing provision of the 1954 act but all phases 
of operation in the nuclear area. If the counsel, and advice of such a 
committee serves a valuable purpose, as I believe it does, then it would 
appear appropriate to obtain their advice in all areas where unusual 
hazards prevail regardless of public or private financial support or 
operation. 

In view of the present state of knowledge—or lack of it—with 
respect to nuclear hazards, it might be desirable to consider moving 
into full-scale publicity by stages. I am sure that the feeling of our 
insurance industry is that the presence of a good committee which 
would function impartially is of more importance at this stage then 
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complete disclosure of such committee’s conclusions. Ultimately we 
believe that the objectives of your bill must prevail but have a ques- 
tion as to timing. 
Jordially yours, 
Husert W. Yount, Vice President, 


GENERAL Execrric Co., 
April 3, 1957. 
Mr. James T. Ramey, 
Executive Director, 
Joint Committee on Atomic Energy, 
Washington, D. C. 

Dear Mr. Ramey: Your letter of March 22 requested my com- 
ments on Senate bill 1684 during the hearings last week. I did not 
have time to prepare any written testimony “and the matter did not 
come up in discussion. 

As I understand the bill, the purpose is (1) to provide a formal 
status in law for the Safeguards Committee, (2) to provide that its 
findings sha!l be made public, as well as the Commission’s, (3) 
assure that there are public hearings with regard to safeguards. 

My comments are as follows: 

1. I see no objection to a formal status for the Safeguards Com- 
mittee. We need a committee of some permanence and continuity 
and will continue to need it for another 10 years at least. It seems to 
me that the proposed bill provides a basis under which distinguished 
persons in private pursuits could serve without having to withdraw 
from those pursuits. 

2. I favor final safeguards reports being published. Also, I believe 
that, as is the case at present, submissions on the question of safe- 
guards should be public. I believe that the deliberations of any 
group considering these should be private. They are partly jury and 
partly investiga‘ors, and I think must be free to deliberate in private 
as is the case with any jury. My concern is not with the principle of 
public findings—which I endorse—but with the mechanics of obtain- 
ing free discussion and competent uninhibited analysis up to the point 
of public release. As I read S, 1684, this is what is contemplated. 

I am in favor of either mandatory public hearings or notice being 
no in some way so that a public hearing is requisite if any respon- 
sible group wishes such a hearing. I believe that lacking such pro- 
cedure, findings might be subject to retroactive attack and there will 
be a concomitant sense of insecurity on the part of licensees. 

4. There are some possible practical problems on which I think 
testimeny might be taken from those who are actually trying to do this 
job. Presently the Committee is an advisory one to the Commission 
and the Commission has a staff charged with this responsibility. 
The precise roles of the Commission staff and of the Committee and 
the relationships between the two groups should be carefully con- 
sidered. For example, as I understand it, a Committee member can 
have the Commission staff perform physical analysis, thermal analysis 
or any other type of work requisite to the formation of a sound 
opinion and presently can work back and forth in this manner. A 
complete barrier between the Committee and the working staff of 
the Commission would, I believe, result in the Committee requiring 
a complete staff of its own. I would certainly recommend that the 





AMENDING ATOMIC ENERGY ACT OF 1954, AS AMENDED 15 


ideas of those specifically engaged in this work should be obtained 
on this and other points. 
I trust that the above observations will be of value to you. 
Sincerely yours, 
Francis K. McCune. 


The Commission has had an opportunity to consider the substance 
of the proposals relating to the Comimittes on Reactor Safeguards 
and to the public hearings. It had this opportunity both in connec- 
tion with the study of the Commission’s licensing procedures made by 
the staff of the Joint Committee and in connecticn with the indemnity 
hearings. It has not been in favor of these provisions as a formal 
statutory requirement. 


SECTION-BY-SECTION ANALYSIS 


Section 1 adds to the Atomic Energy Act of 1954 a new finding that 
it is in the interest of the general welfare and common defense that the 
United States can undertake both the indemnity and limitation of lia- 
bility programs established by this bill. The primary concern of the 
Federal Government is with the protection to the people who might 
suffer damages from the new atomic energy industry. Since many of 
the reactors which will be built will be producing special nuclear mate- 
rial which is vital for the defense of the country, it is in the interest of 
the common defense and security to see that these companies are pro- 
tected in their operations by having moneys available to them for pay- 
ment of public liability claims and having limitations of liability pro- 
ceedings available when those funds are insufficient. Since title to 
special nuclear material is in the United States, Congress has special 
powers and duties with respect to the use of that material. One of the 
other constitutional bases for the limitation of liability program is the 
bankruptcy power of the United States for it is improbable that any 
firm could survive claims against it of $500 million, over and above 
the insurance which might be available. 

Section 2 modifies the clause in the section of the Atomic Energy 
Act of 1954 relating to the conditions which are attached to the license 
for special nuclear material. Up to now, this clause required the 
licensee to hold the United States harmless from the use of the special 
nuclear material. Now there has been an exception written into the 
clause with respect to those portions of this bill, whereby the United 
States agrees to indemnify the licensee and permit limitation of lia- 
bility proceedings. The exception was written in this manner since 
the provisions of the bill with respect to indemnity have a 10-year 
period of operation at this time. It was not intended by the language 
of this exception that the licensee would have to complete the limita- 
ee indemnification of liability proceedings before this section 
applied. 

Section 3 of the bill adds five definitions to the Atomic Energy Act 
of 1954. These definitions are important solely to the substantive 
provisions of this bill. The drafting of the bill is made considerably 
easier through these definitions which permit the use of single phrases 
to be substituted for long complex clauses. 

The first definition is of “financial protection” which is defined to 
mean the ability to respond in damages for public liability. In view 
of the treatment of the costs of settlement in subsection 170h, the 
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Commission language proposing to put these costs into definition of 
financial protection was not accepted. If the costs of investigation of 
defense and settlement were included in that portion of the claims to 
which the limitation of liability applied, it might be difficult to find 
persons who would carry out these functions after a serious nuclear 
incident since they would not be fully reimbursed for their costs, 

The language proposed by AEC which would have limited the ability 
to respond in damages for public liability to that private insurance 
which was available within the United States seemed to the committee 
to negate the possibility of obtaining part of the insurance from Lloyds 
of London, as it was contemplated. 

The second definition is of “licensed activity” which means any 
activity for which a license is issued, pursuant to the provisions of the 
act, but for which the Commission requires financial protection under 
section 170a. 

The definition of “nuclear incident” is designed to protect the public 
against any form of damage arising from the special dangerous proper- 
ties of the materials used in the atomic energy program. It includes 
any damage which may result from any hazardous property of source, 
special nuclear, or byproduct material. It includes bodily injury or 
death, loss of or damage to property, and loss of use of property. 
While most incidents will be happenings which can be pinpointed m 
time—such as a runaway reactor or an inadvertent exposure to 
radiation—it was not thought that an incident would necessarily have 
to occur within any relatively short period of time. For instance, the 
steady exposure to radiation, such as from an undetected leak of radio- 
active materials from a storage bin, could constitute an incident. The 
occurrence which is the subject of this definition is that event at the 
site of the licensed activity, or activity for which the Commission has 
entered into a contract, which may cause damage, rather than the site 
where the damage may perhaps be caused. This site must be within 
the United States. The suggested exclusion of facilities under license 
for export was not accepted. This is because the definition of ‘‘nuclear 
incident”’ limits the occurrence causing damage to one within the 
United States. It does not matter what license may be applicable if 
the occurrence is within the United States. If there is anything from 
a nuclear incident at the licensed activity which causes injury abroad 
or if there is any activity abroad which causes further injury in the 
United States the situation will require further investigation by the 
Congress at that time. The words “sickness, disease’ were added 
following bodily injury in order to make it perfectly clear that the 
extent of bodily injury was the same as the definition of bodily injury 
as specified by the standard NELIA insurance policy. The indemni- 
fication agreements are intended to cover damages caused by nuclear 
incidents for w “ h there may be liability no matter when the damage 
is discovered, i. e., even after the end of the license. That is why the 
definition of “ate to incident” has the phrase “any occurrence 
* * * causing bodily injury, sickness, disease, or death” and why the 
definition of “public liability” is tied to “any legal liability arising out 
of, or resulting from, a nuclear incident * **” The suggested 
limitation to the loss of the use of property when evacuated under 
order of public authority was not accepted as being too limiting an 
exception. However, it is not the intention of the committee to have 
the damage to property which is included in the term “nuclear inci- 
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dent” include the diminution in value or other similar causes of action 
which may occur, namely, from the location of an atomic energy 
activity at a particular site. 

The definition ‘“‘person indemnified” means more than just the per- 
son with whom the indemnity agreement is executed. In the case of 
license this agreement will be executed with the licensee. Where the 
Commission and a contractor decide to take advantage of the pro- 
visions of this act, an indemnity agreement will be executed with the 
prime contractor. The phrase ‘‘person indemnified” also covers any 
other persons who may be liable. For a licensee for a reactor, this 
would mean in addition to the licensee that the indemnification ex- 
tends to such persons as the subcontractors of the licensee, including 
those responsible for the design and construction of the reactor and 
the supplying of parts. However, it is not meant to be limited solely 
to those who may be found liable due to their contractual relationship 
with the licensee. In the hearings, the question of protecting the 
public was raised where some unusual incident, such as negligence in 
maintaining an airplane motor, should cause an airplane to crash into 
a reactor and thereby cause damage to the public. Under this bill 
the public is protected and the airplane company can also take advant- 
age of the indemnification and other proceedings. The proposed 
AEC limitation to those in privity with the licensee was reconsidered 
by the Commission, and the Commission decided to accept the premise 
of the original bills which would make the person indemnified any 
person who might be found liable, regardless of the contractual relation. 

One point mentioned several times in the hearings related to the 
possible liability of a carrier transporting spent fuel elements from a 
reactor to a processing plant. If such a company, whether through 
negligence or otherwise, should have an accident which would spill 
the radioactive materials into a stream, this bill would afford protec- 
tion to the public and to the carrier, even though the carrier is not re- 
quired to be a licensee under the Atomic Energy Act of 1954. How- 
ever, those transmitting the material are required to be licensees and 
to see that appropriate safety measures are taken during the shipment. 
The Atomic Energy Commission has had extensive experience in ship- 
ping radioactive materials back and forth across the country without 
any of these possible incidents having yet occurred. Having the 
agreement run to the benefit of any other person who may be liable 
will parallel the policies which the insurance companies are planning 
to issue. They, too, will be entered into with the licensee or prime 
contractor and will run for the benefit of any other person who may be 
liable. This method of approach was suggested by the insurance com- 
panies since they did not want to have a pyramiding of insurance at a 
reactor. This pyramiding could result from having each of the design- 
ers, Owners, contractors, and others interested in the reactor taking 
out separate policies of insurance. 

The last definition is of “public liability” as it is used in the 
definition of financial protection and elsewhere in the statute. It 
means a legal liability arising out of, or resulting from, a nuclear 
incident. ‘This definition has two exceptions. The first is to claims 
under State or Federal workmen’s compensation acts where employees 
are employed in connection with the activity where the nuclear 
incident occurred. It is the thought that the insurance carriers who 
pay workmen’s compensation for this group of personnel know and 











18 AMENDING ATOMIC ENERGY ACT OF 1954, AS AMENDED 


understand the risks which they are taking and charge accordingly. 
Therefore, any claims which are paid out for these personnel by the 
carriers should not properly be made claims for which the Government 
provides indemnification. For those employees who are not employed 
in connection with the activity, the workmen’s compensation premium 
does not include any charge for this protection. The premium for 
the workmen not employed at the activity is not calculated on the 
possibility of any nuclear explosion. Therefore, there is a real and 
fair basis for permitting the carriers for these employees to have 
their claims included in the claims to be indemnified. Thus, if a 
licensee has employees who are working in connection with the activity 
and there should be a runaway reactor, the employees who are 
working on the reactor project would not have their workmen’s 
compensation claims subrogated for payment out of the indemnity 
fund. However, the employees of the same company which are not 
working on the activity may even be in another town and would have 
the workmen’s compensation claims made payable out of the in- 
demnity moneys. In this definition the phrase ‘State or Federal 
Workman’s Compensation Act” is intended to be descriptive and 
not limiting and includes any law similar to the compensation acts, 
such as the occupational disease acts and also any special legislation 
which may be enacted in the future for the protection of employees 
who are exposed to radiation. The suggestion which was contained 
in the original draft legislation of the Commission that willful damages 
be excluded was not accepted since the damage to the public is the 
same, whether caused by any means—willful or nonwillful. However, 
the circumstances surrounding any nuclear incident, including the 
willfulness, would certainly be grounds for examining and possibly 
suspending the operations under the license. 

The second exception to the definition “public liability” is a war- 
damage exception. This exception to some extent parallels the excep- 
tion in the private policies. It was thought that in the event of war 
the damages would be so great and the task of proving causation so 
difficult that further congressional study would be needed. ‘This 
exception was not drawn to damage caused after a declaration of war 
since the first attack on the United States could be an unannounced 
attack before any declaration of war. Any single act of sabotage 
would be covered by the indemnification provisions of the bill if it 
could not be proven to be an act of war. 

The definition of ‘public liability” has language to make it expressly 
applicable to damage to property of persons indemnified except that 
which is located at the site of, and used in connection with, the activity 
where the incident occurs. If there is a reactor incident, there would 
be no claim for the damages to the reactor which could be included 
in the indemnification of the Government. However, if the same 
organization owned property, for instance in another town, for which 
nuclear insurance would not be expected, that property could be 
included in the property to which the indemnity wovld be applied. 
Basically, however, this was included because it was brought to the 
attention of the Joint Committee that even a small research reactor 
might be located on the campus of a university—if the Commission 
found such a location to be safe—and there would be no way in which 
that educational institution could obtain atomic insurance on all the 
rest of its buildings. This is designed to afford protection for off-site 


property. 
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The protection of the off-site property of the persons indemnified 
will be available only if the basic insurance policies also cover this 
property. It is the understanding of the Joint Committee that this 

roblem is under review at the moment by the insurance companies. 
it did not seem right that the United States Government could be 
forced to pick up the damages at another plant of the firm owning 
and operating a reactor which suffers a runaway while the private 
persons would obtain relief out of the insurance benefits. In setting 
forth this kind of protection for the off-site property it is not expected 
that the person indemnified would have to sue himself to prove 
liability. It is recognized that this is an unusual extension of the 
liability laws, but it seemed to be the only wsy to put the persons 
indemnified on a consistent basis with everybody else with respect to 
property as to which they cannot otherwise obtain atomic insurance. 

In view of the basic position taken by the Joint Committee in 
drafting this bill, namely, to make only the minimaum of changes over 
the bills voted out by the committee last year, the AKC proposed 
definition of “indemnity” and “indemnification” were not accepted. 
The specific problems incorporated in those definitions seem to have 
been adequately taken care of in other places. 

Section 170 of the Atomic Energy Act is added as 2 new section. 
Subsection a makes the providing of financial protection and the 
signing of an indemnity agreement a condition of each license under 
section 103 and 104 and each construction permit under section 185. 
Section 103 licenses are for reactors which are found to be of practical 
value and section 104 licenses are for research and demonstration re- 
actors. In addition, the Commission is given the option of requiring 
financial protection for any license issued under section 53, 63, or 81. 
Section 53 permits the licensing of special nuclear material; section 63 

ermits licensing of source material; section 81 permits licensing of 
Greetdwets material. It is not expected that ordinarily the Com- 
mission will use the authority given it with respect to these latter 
three types of materials. However, there may be rare instances in 
which the licensee, without at the same time being a licensee of a facil- 
ity, may have such large quantities of materials or such quantities of 
especially dangerous or hazardous materials as to warrant the imposi- 
tion of the provisions of this bill. (This authority is in addition to the 
authority given to the Commission in sec. 182 which permits the 
Commission to find that any applicant for a license is financially 
qualified to undertake the purposes of the license.) This authority 
in the Commission is the same as the language contained in the Com- 
mission proposal for this section. In view of the fact that the bill is 
designed to encourage industry to participate in the licensing program, 
it does not matter whether the license is issued to a private firm or 
Government agency. Those contractors, subcontractors, and any 
other persons who may be liable should be protected under the 
provisions of this bill. 

Where financial responsibility is required under the provisions of 
this section for the protection of the public, it is a condition of the 
license that the licensee execute and keep in force the agreement of 
indemnification under subsection 170 c. The maintenance of the 
financial protection is also a condition of the license. Under this 
subsection the Commission is given authority to require that an 
applicant waive any immunity it may have conferred by Federal or 











20 AMENDING ATOMIC ENERGY ACT OF 1954, AS AMENDED 


State law. If a college or university, for instance, which is owned 
by a State should want to have a reactor, it may be required to shed 
its immunity as a part of the State sovereignty to suit by the public, 
This authority is not mandatory but is permissive, since there may 
be other courses of action which may be as satisfactory in seeing that 
the public is protected. This will give the Commission authority to 
work out such arrangements. While there is reference to a construc- 
tion permit in this particular phrase, the word “license” as used in 
the balance of the bill includes the words “construction permit” in 
accordance with the last sentence of section 185 of the Atomic Energy 
Act of 1954 which reads: 


For all other purposes of this Act, a construction permit is 
deemed to be a “license.” 


Subparagraph b sets the maximum amount of protection which 
the Commission might require at the amount of private insurance 
available from private sources. The Commission is antpernee to 
set lesser amounts of financial protection which is required, based 
on such items as the cost and terms of the private insurance, ms ty pe, 
size, and location of the facility and other factors pertaining to the 
hazard and the nature and purpose of the facility. Thus, if there is 
$65 million available as insurance on a 100,000-kilowatt reactor, a 
5,000-kilowatt reactor might not be required to furnish finane ‘ial 
protection equal to the full amount of the $65 million. Also, if there 
is $65 million available for a reactor which is located in a relatively 
thickly populated area of the country, the Commission might find that 
a reactor located in a completely barren part of the country need not 
require as much financial protection. If the Commission wants to 
encourage a university to do research work, it might require less 
financial protection as an inducement to having the research work 
carried on. However, it is expected that the Commission would 
arrive at the criteria by regulation so that, as closely as possible, 
persons engaged in similar enterprises are treated alike. Thus, if a 
public or cooperative body wanted to build a large size reactor for the 
production of power, it would have to meet the same requirements 
for financial protection as a private company. One point of caution 
should be mentioned. The reference to the cost of insurance in this 
subsection is not intended to encourage the Commission to undercut 
the amounts of private insurance prov ided at reasonable rates. Since 
the program is so new, and no experience as to the rates established, 
the Commission must be in a position to set the amount of financial 
protection required at an amount lower than amount of private insur- 
ance offered if the rates appear high and all other factors indicate a 
lower amount is appropriate. It is merely to give the Commission a 
chance to look at the economics of the operation of the particular 
kind of reactor in deciding the amount of financial protection which 
may be required. 

The authority given the Commission by this section to gage the 
hazards of a possible activity from the protection point of view, is 
not intended to exclude in any way or to supersede the power of the 
Commission under the other authorities in the Atomic Energy Act 
to establish safe operating conditions and safe operating localities 
for the reactors. The obligations on the Commission under these 
other powers continue. unabated. 
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The Commission is given discretion as to the manner in which the 
financial protection may be afforded. Such protection may come from 
private insurance, private contractual indemnities, self-insurance or 
other proofs of financial responsibility, including cash, other assets, 
bonds, ete. It could be a combination of these items. 

Subsection ¢ requires the signing of an indemnification agreement 
with those persons who are required to establish financial protection 
under subsection d. The requirement of financial protection can be 
made applicable to licenses issued from August 30, 1954—the date of 
signing the Atomic Energy Act of 1954—and August 1, 1967—about 
10 years after the expected effective date of the bill. In view of the 
provisions in section 187 of the Atomic Energy Act of 1954, making 
all licenses subject to later amendment of the act, there is no need 
to incorporate language here amending the licenses where this financial 
protection may be required. Under these agreements the Commission 
will agree to indemnify the licensee for damages arising from nuclear 
incidents which are in excess of the financial protection. However, 
the limit of the Commission’s responsibility under these agreements 
is to be $500 million. This limit could be subject to upward revision 
by the Congress in the event of any one particular incident in which, 
after further congressional study, the Congress felt more appropria- 
tions would be in order. The protection of indemnification afforded 
by the Government under the agreement of indemnification is intended 
only to start when the damages exceed the face sum or the level of 
the financial protection required by the Commission. This means 
that if there are any exceptions in the scope of coverage of the under- 
lving financial protection which may be applicable to a particular 
incident the indemnification does not pick up from the ground up but 
still picks up only after the amount of damage reaches the level of the 
financial protection required of the licensee. 

This limit of $500 million is for each incident and it is to cover the in- 
cident occurring during the period of the license, and to protect those 
who design and make parts for a reactor and who may have engaged in 
those activities before any licenses may have been issued. If they are 
found to be liable because of nuclear incidents occurring during the 
period of the license, the interests of the public and of these con- 
tributors are well protected under this bill. This protection covers 
those persons who supply standard items of equipment as well as 
those who may supply specialized items to the same extent. The 
use of phrases qualifying the terms “nuclear incidents” in this sub- 
section, as in others, is not intended in any way to change the 
definition given to that phrase in section 3 of the bill. It is expected 
that the basic financial protection required of a licensee will be con- 
tinuous, even though there may, for one reason or another, be a 
termination of the particular license involved. 

Subsection d authorizes the Commission to treat with its own con- 
tractors in the same way it can treat with licensees under the provi- 
sions of this bill. This authority is in addition to any other authority 
which the Commission already has and under which the Commission 
has entered into the indemnity clauses such as were set out in the 
1956 testimony of the General Counsel of the Commission. It is 
hoped that the Commission will adopt a policy of extending indemnity 
provisions to contractors and subcontractors consistent with that 
extended to licensees and their suppliers and subcontractors. Many 
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industrial participants sought to make the authority contained in this 
subsection mandatory. The Joint Committee decided, however, that 
it would observe the operations of the Commission under this sub- 
section for a year before considering any further steps to make this 
authority mandatory instead of merely permissive. 

In this subsection, however, the Commission is allotted discretion 
as to the amount of financial protection which may be required of its 
contractors before the $500 million guaranteed indemnity attachés. 
This authority is to be available for any type of contract which the 
Commission may enter into, as well as to contracts and projects 
which the Commission may enter into jointly with other agencies of 
the Government. The joint contracts and projects are usually with 
one of the armed services or with the Department of Defense Such 
projects have in the past included development of submarine reactors 
and the development of reactors for the propulsion of airplanes. 
Although the matter was raised, it was not deemed appropriate at 
this time to include protection for the prime contractors of the Depart- 
ment of Defense alone in this bill. This is a problem which has 
substantial differences and should be resolved only after further and 
full investigation of the scope of the operations. All other agencies 
of the Government will be licensees of the AEC and therefore will 
have their operations protected by this bill. As in subsection c, the 
$500 million limitation on the Government’s agreement to indemnify 
can be increased by special congressional action for any particular 
nuclear incident if it is ever found to be desirable. 

Subsection e limits the liability of the persons indemnified for each 
nuclear incident to $500 million, together with the amount of financial 
protection required. Of course, Congress can change this act at any 
time after any particular incident. The Joint Committee wanted to 
be sure that any such changes in the act would be considered by it in 
the light of the particular incident. 

In order to provide a framework for establishing the limitation of 
liability, the Commission or any person indemnified is permitted to 
apply to the appropriate district court of the United States which 
has venue in bankruptcy matters over the site of the nuclear incident. 
Again it should be pointed out that the site is where the occurrence 
takes place which gives rise to the liability, not the place where the 
damage may be caused. The district court is authorized to issue 
orders declaring the liability limited and staying the payment of 
claims and the execution of court judgments. By this procedure the 
right of the State courts to establish the liability of the persons 
involved in the normal way is maintained, but the payment of those 
liabilities can be stayed. This will permit a payment to all persons 
who suffer damage on a prorated basis and it will not permit full 
ease to the first claimants with no payment to the last claimants. 
n order to alleviate the financial losses of those who may have 
incurred damages, the court is permitted to order partial payments. 
Since it is possible that there may be damages which are not dis- 
covered for a period of years, the court is authorized to set aside a 
portion of the funds available to cover such later claims on the basis 
of such scientific evidence as may be available to it. 

Subsection f establishes the charges for reactors which have been 
proven to be of commercial value under section 103 at $30 per year 
per thousand kilowatts of thermal energy capacity. The thermal 
energy capacity is a rough indication of the amount of special nuclear 
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material which is put into the reactor and is therefore a rough guide 
to the emount of hazard involved in cperating a reactcr. For the 
research and development reactors which can 4a licdbiebd under section 
104, the Commission is authorized to charge less than $30 per year 
for the indeminity. This reduction is permitted because some research 
and development reactors do not involve the hazards that the section 
103 reactors would entail. It is also authorized because the policy 
of the Commission may be to encourage research and development 
work by having the Commission render these indeminfication services 
without charge—cr at a reduced charge—to those engaged in the re- 
search and development work. ‘he Commission is also authorized 
to meke a lesser cherge for an indemnity granted under the construc- 
tion permit since the hazards in building a reactor are not as great as 
those hazards which accompany the operation of a reactor. Of course 
these fees are applicable to these types of facilities which have a 
capacity for generating heat. Those facilities which may be licensed 
or contracted for, such as separation plants, and do not fit this particu- 
lar method of determining the fees will have the fees set under the 
alternate optional authority given to the Commission of setting a 
nominal fee for any other operation. A minimum fee of $100 a year 
is set. 

Subsection g requires the Commission to use to the greatest extent 
practicable the facilities and services of private insurance organiza- 
tions. Under the bill, as drafted, the Commission is authorized to 
use the services of those organizations which could provide real services 
to the Commission without requiring the Commission to build up 
an organization of its own. The brokers and others who give advice 
to the persons indemnified and provide services in connection with 
the financial protection would, of course, be agents of those persons 
and not of the Government. They can look to the persons indemnified 
for their fee except to the extent that they might provide services to 
the Commission. 

Subsection h contains some of the clauses which it was felt the 
Commission should have in its agreements for indemnification. In 
addition to giving the Commission specific authority to write the 
indemnification agreements with clauses that it deems appropriate, 
the Commission is required to collaborate with the person indemnified 
if it seems probable that the United States will be required to make 
indemnity payments. The Commission may be permitted to appear 
in any action through the Attorney General and is given final authority 
on behalf of the United States to settle a claim on a fair and reasonable 
basis. This latter authority is put into this bill so that the Commission 
need not be bound by legal technicalities, such as rules of legal proof 
in @ situation in which the courts have not yet had a chance to estab- 
_ new rules for new problems arising from radiation. This authority 

also given to the Commission so ‘that its settlements need not be 
ceuiced to pass through technical governmental accounting pro- 
cedures before payment. In addition, this authority is given to the 
Commission so it need not wait for an action to go to final judgment 
but can be settled when it seems fair and reasonable. In giving the 
Commission additional authority to include reasonable expenses to 
the person indemnified, it is expected that such expenses cculd include 
reasonable attorney’s fees incurred by the person indemnified in ex- 
amining any claims, 
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Subsection i requires the Commission to make a survey in any 
incident where it appears likely that indemnity payments will be 
made under the bill. This survey is an aid to the Congress in estab- 
lishing the causes of a nuclear incident. It is, in part, an aid to the 
parties in any action where it is unlikely that the public would be able 
to obtain the full amount of technical information which might be 
required. ‘The final findings are required to be made public except to 
the extent that they contain classified information. In addition, the 
Commission is required to report every year to the Joint Committee 
on the operations of this bill. 

Subsection j permits the Commission to enter into an indemnity 
contract in advance of appropriations and without advertising. 

Section 5 of the act adds a new section 29 to the Atomic Energy 
Act to formally establish a Committee on Reactor Safeguards. There 
are to be a maximum of 15 members, serving for 4-year terms. This 
Committee is to review license applications and to advise the Com- 
mission with respect to the hazards involved at any facility. 

The main reason for making this Committee a statutory committee 
was to insure that any features of new reactors would be as safe as 
possible. This subject was felt to be so important as to require a 
committee established by statute. 

Another reason prompting the insertion of the provision in the bill 
was the strong reliance placed by the insurance companies on the 
continuance of the Commission safety programs, including the con- 
tinuance of some body similar to the present Reactor Safeguard Com- 
mittee. One of the main reasons for the sources of the Commission’s 
reactor safety activities in the past has been the close scrutiny of 
AEC-built reactors and great prestige of its present Reactor Safe- 
guards Committee. The Joint Committee desired this same type of 
scrutiny and prestige to be maintained with respect to privately built 
power and testing reactors. 

Section 6 requires the Committee on Safeguards, as part of the 
administrative procedures in chapter 16 of the act, to review the ap- 
plications for licenses for those facilities which are most likely to affect 
the public. These facilities at the moment are those facilities licensed 
under section 103 (those facilities which have been found to be of 
practical value for industrial or commercial purposes), those facilities 
under 104 b (those facilities which are involved in the conduct of 
research and development activities to demonstrate the practical value 
of a type of facilities for industrial or commercial purposes), and testing 
facilities licensed under section 104 ¢ (research facilities which have 
an unusually high degree of possible hazard to the public). The 
Commission is also authorized to refer any other application under 
section 104, for even medical and research facilities, to the committee 
if it should appear to be one in which the public would have an unusual 
interest. The report of the committee is to be made public so that 
all concerned may be apprised of the safety or possible hazards of the 
facility. It is the belief of the Joint Committee that when the public 
is adequately and accurately informed that it will be in a better 
position to accept the construction of any reactors. 

Section 7 requires the Commission to hold hearings after 30 days’ 
notice for applications for licenses filed under section 103 or 104 b or 
for any application for license for testing facility filed under section 
104. Under the present provisions of section 189 a the Commission 
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is not required to hold a hearing on all applications, but merely on 
those applications for which a hearing is requested by any interested 
party. ps, , ; ; 

The provisions of sections 5, 6, and 7 apply to construction permits, 
in view of the last sentence in section 185 as quoted above, in the 
discussion of section 170 a. 


CHANGES IN Existinc Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter is printed in 
italics): 


A Britt To AMEND THE Atomic ENreray Act or 1954, as AMENDED, AND FOR 
OTHER PURPOSES 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 2 of the Atomic 
Energy Act of 1954, as amended, is amended by adding a new subsec- 
tion to read as follows: 

‘“t. In order to protect the public and to encourage the development 
of the atomic energy industry, in the interest of the general welfare 
and of the common defense and security, the United States may make 
funds available for a portion of the damages suffered by the public 
from nuclear incidents, and may limit the liability of those persons 
liable for such losses.” 

Sec. 2. Subsection 53 e. (8) of the Atomic Energy Act of 1954, as 
amended, is amended to read as follows: 

“(8) except to this extent that the idemnification and limitation 
of liability provisions of section 170 apply, the licensee will hold the 
United States and the Commission harmless from any damages 
resulting from the use or possession of special nuclear material 
by the licensee.” 

Src. 3. Section 11 of the Atomic Energy Act of 1954, as amended, 
is amended by adding thereto the following new subsections, and 
redesignating the other subsections accordingly: 

“9. The term ‘financial protection’ means the ability to respond in 
damages for public liability.” 

“n. The term ‘licensed activity’ means an activity licensed pursuant 
to this Act and covered by the provisions of section 170 a.” 

“o. The term ‘nuclear incident’? means any occurrence within 
the United States causing bodily injury, sickenss, disease, or death, 
or loss of or damage to property, or for loss of use of property arising 
out of or resulting from the radioactive, toxic, explosive, or other 
hazardous properties of source, special nuclear, or byproduct 
material.” 

“nr, The term ‘person indemnified’ means the person with whom 
an indemnity agreement is executed and any other person who may 
be liable.” 

“yu. The term ‘public liability’ means any legal liability arising 
out of or resulting from a nuclear incident, except claims under 
State or Federal Workmen’s Compensation Acts of employees of 
persons indemnified who are employed at the site of and in connec- 
tion unth the activity where the nuclear incident occurs, and except 
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for claims arising out of an act of war. ‘Public liability’ also 
includes damage to property of persons indemnified, provided that 
such property is covered under the terms of the financial protection 
required, except property which is located at the site of and used m 
connection with the activity where the nuclear incident occurs.” 


Sec. 4. The Atomic Energy Act of 1954, as amended, is amended 
by adding thereto a new section, with the appropriate amendment to 
the table of contents: 

“Sec. 170. INDEMNIFICATION AND LimITaATION oF LIABILITY.— 


“a. Each license issued under section 103 or 104 and each con- 
struction permit issued under section 185 shall, and each license 
issued under section 58, 63, or 81 may, have as a condition of the 
license a requirement that the licensee have and maintain financial 
protection of such type and in such amounts as the Commission 
shall require in accordance with subsection 170 6. to cover public 
liability claims. Whenever such financial protection is required, 
it shall be a further condition of the lincese that the licensee execute 
and maintain an indemnification agreement in accordance with 
subsection 170 ce. The Commission may require, as a further 
condition of issuing a license, that an applicant waive any immunity 
from public liability confe rred by Federal or Stete law. 

“b. The amount of financial protection required shall be the 
amount of liability insurance available from private sources, except 
that the Coramission may establish a lesser aemcunt on the basis of 
criteria set forth in writing, which it may revise from time to time, 
taking into consideration such factors as the following: (1) the cost 
and terms of private insurance, (2) the type, size, and location of 
the licensed activity and other factors pertaining to the hazard, and 
(3) the nature and purpose of the licensed activity. Such financial 
protection may include privite insurance, private contractual 
indemnities, self insurance, other proof of financial responsibility, 
or a combination of such measures. 

“ce. The Commission shall, with respect to licenses issued be- 
tween August 30, 1954, and August 1, 1967, for which tt requires 
financial protection, agree to inde mnify and hold harmless the 
licensee and other persons indemnified (other than a Government 
agency), as their interests may appear, from public liability arising 


from nuclear incidents which is in excess of the level of financial 


protection required of the licensee. The aggregate indemnity for all 
persons indemnified in connection with each nuclear incident shall 
not exceed $500,000,000. Such a contract of indemnification shall 
cover public liability arising out of or in connection with the licensed 
activity. 

“d. In addition to any other authority the Commission may have, 
the Commission is authorized until August 1, 1967, to enter into 
agreements of indemnification with its contractors for the construction 
or operation of production or utilization facilities or other activities 
involving possession of sufficient quantities of special nuclear, source 
or byproduct materials to constitute a hazard involving potential 
widespread injury to persons or property other than those employed 
or used at the site of the contract activity, for the benefit of the United 
States. In such agreements of indemnification the Commission may 
require its contractor to provide and maintain financial protection 
of such a type and in such amounts as the Commission shall deter- 
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mine to be appropriate to cover public liability arising out of or in 
connection with the contractual activity, and shall undemnify the 
persons indemnified against such claims above the amount of the 
financial protection required, in the amount of $500,000,000 in the 
aggregate for all persons indemnified in connection with such contract 
and for each nuclear incident. provisions of this subsection may 
be applicable to lump sum as well as cost type contracts and to 
contracts and projects financed in whole or in part by the Commission, 

“e. The aggregate liability for a single nuclear incident of persons 
indemnified shall not exceed the sum of $500,000,000 together with 
the amount of financial protection required of the licensee or con- 
tractor. The Commission or any person indemnified may apply to 
the appropriate district court of the United States having venue in 
bankruptcy matters over the location of the nuclear incident, and 
upon a showing that the public liability from a single nuclear inci- 
dent will probably exceed the limit of liability imposed by this section, 
shall be entitled to such orders as may be appropriate for endorcement 
of the provsions of this section, including an order limiting the 
liability of the persons indemnified, orders staying the payment of 
claims and the execution of court judgments, orders apportioning the 
payments to be made to claimants, orders permitting partial pay- 
ments to be made before final determination of the total claims, and 
an order setting aside a part of the funds available for possible latent 
injuries not discovered until a later time. 

“f. The Commission is authorized to collect a fee from all persons 
with whom an indemnification agreement is executed under this 
section. This fee shall be $80 per year per thousand kilowatts of 
thermal energy capacity for facilities licensed under section 108. 
For facilities licensed under section 104, and for construction permits 
under section 185, the Commission is authorized to reduce the fee set 
forth above. The Commission shall establish criteria in writing for 
determination of the fee for facilities licensed under section 104, 
taking into consideration such factors as (1) the type, size, and 
location of facility involved, and other factors pertaining to the 
hazard, and (2) the nature and purpose of the facility, For other 
licenses, the Commission shall collect such nominal fees as it deems 
appropriate. 

““g. In administering the provisions of this section, the Commis- 
sion shall use, to the maximum extent practicable, the facilities and 
services of private insurance organizations, and the Commission may 
contract to pay.a reasonable compensation for such services. Any 
contract made under the provisions of this subsection may be made 
without regard to the provisions of section 3709 of the Revised 
Statutes, as amended, upon a showing by the Commission that 
advertising is not reasonably practicable Be advance payments may 
be made. No fee under this subsection shall be less than $100 per 
year. 

“h., The agreement of indemnification may contain such terms as 
the Commission deems appropriate to carry out the purposes of this 
section. Such agreement shall provide that, when the Commission 
makes a determination that the United States will probably be 
required to make indemnity payments under this section, ‘the Com- 
mission shall collaborate with any person indemnified and may 
approve the payment of any claim under the agreement of indemni- 
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fication, appear through the Attorney General on behalf a the 
person indemnified, take charge of such action, and settle or defend 
any such action. The Commission shall have final authority on 
behalf of the United States to settle or approve the settlement of any 
such claim on a fair and reasonable basis with due regard for the 
purposes of this Act. Such settlement may include reasonable 
expenses in connection with the claim incurred by the person in- 
demnified. 

‘4. After any nuclear incident which will probably require pay- 
ments by the United States under this section, the Commission shall 
make a survey of the causes and extent of damage which shall forth- 
with be reported to the Joint Committee, and except as forbidden 
by the provisions of chapter 12 of this Act or any other law or execu- 
tive order, all final findings shall be made available to the public, to 
the parties involved and to the courts. The Commission shall report 
to the Joint Committee by April 1, 1958, and every year thereafter 
on the operations under this section. 

“9. In administering the provisions of this section, the Com- 
mission may make contracts in advance of appropriations and incur 
obligations without regard to section 3679 of the Revised Statutes, 
as amended. 

Sec. 5. The Atomic Energy Act of 1954, as amended, is amended 
by adding thereto a new section, making the appropriate amendment 
to the Table of Contents, as follows: 

“Sec. 29. Commirrrr ON Reactor Sarecuarps.—There is hereby 
established a Committee on Reactor Safeguards consisting of a maximum 
of fifteen members appointed by the Commission for terms of four years 
each. The Committee shall review safety studies and facility license appli- 
cations referred to it and shall make reports thereon, shall advise the Com- 
mission with regard to the hazards of proposed or existing reactor facilities 
and the adequacy of proposed reactor safety standards, and shall perform 
such other duties as the Commission may request. One member shall be 
designated by the Committee as iis Chairman. The members of the Com- 
mittee shall receive a per diem compensation for each day spent vn meetings 
or conferences, and all members shall receive their necessary traveling or 
other expenses while engaged in the work of the Committee. The provisions 
of section 163 shall be applicable to the Committee.” 

Sec. 6. Section 182 of the Atomic Energy Act of 1954, as amended, 
is amended by redesignating subsection b. as subsection c. and subsec- 
tion c. as subsection d., and by inserting the following subsection as a 
new subsection b. immediately after stiBbsction a.: 

“Src. 182. License ApPpLicaTIONs.— 

“a. Each application for a license hereunder shall be in writing and 
shall specifically state such information as the Commission, by rule or 
regulation, may determine to be necessary to decide such of the tech- 
nical and financial qualifications of the applicant, the character of the 
applicant, the citizenship of the applicant, or any other qualifications 
of the applicant as the Commission may deem appropriate for the 
license. In connection with applications for licenses to operate pro- 
duction or utilization facilities, the applicant shall state such technical 
specifications, including information of the amount, kind, and source 
of special nuclear material required, the place of the use, the specific 
characteristics of the facility, and such other information as the Com- 
mission may, by rule or regulation, deem necessary in order to enable 
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it to find that the utilization or production of special nuclear material 
will be in accord with the common defense and security and will 

rovide adequate protection to the health and safety of the public. 
Such technical specifications shall be a part of any license issued. The 
Commission may at any time after the filing of the original application, 
and before the expiration of the license, require further written state- 
ments in order to enable the Commission to determine whether the 
application should be granted or denied or whether a license should 
be modified or revoked. All applications and statements shall be 
signed by the applicant or licensee. Applications for, and statements 
made in connection with, licenses under sections 103 and 104 shall be 
made under oath or affirmation. The Commission may require any 
other applications or statements to be made under oath or affirmation. 

“bh. The Committee on Reactor Safeguards shall review each application 
under section 103 or 104 b. for a license for a facility, any application 
under section 104 c. for a testing facility, and any application under 
section 104 a. or ¢. specifically referred to it by the Commission, and 
shall submit a report thereon, which shall be made part of the record 
of the application and available to the public, except to the extent that 
security classification prevents disclosure. 

“ce. The Commission shall not issue any license for a utilization or 
production facility for the generation of commercial power under sec- 
tion 103, until it has given notice in writing to such regulatory agency 
as may have jurisdiction over the rates and services of the proposed 
activity, to municipalities, private utilities, public bodies, and coopera- 
tives within transmission Silene authorized to engage in the distri- 
bution of electric energy and until it has published notice of such 
application once each week for four consecutive weeks in the Federal 
Register, and until four weeks after the last notice. 

“d. The Commission, in issuing any license for a utilization or pro- 
duction facility for the generation of commercial power under section 
103, shall give preferred consideration to applications for such facili- 
ties which will be located in high cost power areas in the United 
States if there are conflicting applications for a limited opportunity 
for such license. Where saab conflicting applications resulting from 
limited opportunity for such license include those submitted by public 
or cooperative bodies such applications shall be given preferred 
consideration.” 

Sec. 7. Section 189 a. of the Atomic Energy Act of 1954, as 
amended, is amended by adding the following sentence at the end 
thereof: 

“Sec. 189. Hearincs anp JupiciaL Review.— 

“a. In any proceeding under this Act, for the granting, suspending, 
revoking, or amending of any license or construction permit, or appli- 
cation to transfer control, and in any proceeding for the issuance or 
modification of rules and regulations dealing with the activities of 
licensees, and in any proceeding for the payment of compensation, an 
award or royalties under sections 153, 157, 186 c., or 188, the Com- 
mission shall grant a hearing upon the request of any person whose 
interest may be affected by the proceeding, and shall admit any such 
poem as a party to such proceeding. The Commission shall hold a 

aring after thirty days notice and publication once in the Federal 
Register on each application under section 108 or 104 b. for a license for 
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a facility, and on any application under section 104 c. for a license for a 
testing facility. 
“b. Any final order entered in any proceeding of the kind specified 
in subsection a. above shall be subject to judicial review in the manner 
rescribed in the Act of December 29, 1950, as amended (ch. 1189, 64 
tat. 1129), and to the provisions of section 10 of the Administrative 
Procedure Act, as amended.” 





ANNEX A 


Unitep States Atomic Enercy Commission, 
Washington, D. C., March 22, 1957; 
Hon. Cart T. Durnam, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Mr. Dvurnuam: There is transmitted herewith a report of a 
study of the possible consequences in terms of injury to persons and 
damage to property, if certain hypothetical major accidents should 
occur in a typical large nuclear power reactor. ; 

More than two score leading experts in the sciences and engineering 
specialties participated in this study. 

We are happy to report that the experts all agree that the chances 
that major accidents might occur are exceedingly small. 

This study constitutes a part of the Commission’s continuing effort 
on a broad front to understand and resolve this problem of possible 
reactor hazards, so that we may proceed with an expanding atomic- 
energy industry with full confidence that there will be few reactor 
accidents and that such as do occur will have only minor consequences. 
This effort and the work of translating the results into affirmative, 
concrete safeguards for protection cf the public will, of course, be 
continued and expanded. 

Since the beginning of the reactor program the experts and the 
Congress and the public and the Commission have all been concerned 
with the causes of and the possible magnitude of damage from reactor 
accidents and with means of prevention. The subject was considered 
important enough to command 4 of the sixty-odd sessions of the 
International Conference on the Peaceful Uses of Atomic Energy in 
Geneva 18 months ago, which, as you will recall, we initiated. One 
conference paper in particular gave estimates of the theoretical magni- 
tude of damage. In May of last year, Dr. Libby presented to your 
committee some estimations of the possible extent of harm and damage 
should a major accident occur. 

This study has taken the form in which it is now presented to you as 
a means of responding to the committee’s specific request of last July 6. 
To produce such a study, it was necessary to stretch possibility far 
out toward its extreme limits. Some of the worst possible acaias 
tions of circumstances that might conceivably occur were included in 
the hypotheses in order that we might assess their consequences. 
The study must be regarded only as a rough estimation of the conse- 
quences of unlikely though conceivable combinations of failure and 
error and weather conditions; it is not in any sense a prediction of 
any future condition. 

This has been a ‘difficult study to make. There has fortunately 
been little reactor accident experience upon which to base estimates. 
Nuclear reactors haye been operated since December 2, 1942, with 
a safety record far_hetter than that of even the safest industry. 
More than 100 reactor years of regular operating experience have 
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been accumulated, including experience with reactors of high power 
and large inventories of fission products, without a single personal 
injury and no significant deposition of radioactivity outside of the 
plant area. There have been a few accidents with experimental 
reactor installations as contrasted with the perfect record of safety 
of the regularly operating reactors. But even these accidents did not 
affect the public. 

This record, which shows that safe operation can be achieved, is 
due to skillful design, careful construction, and competent operation. 

Looking to the future, the principle on which we have based our 
criteria for licensing nuclear power reactors is that we will require 
multiple lines of defense against accidents which might release fission 
yroducts from the facility. Only by means of highly unlikely com- 
binations of mechanical and human failures could such releases occur. 
Furthermore, the Government and industry are investing heavily in 
studies to learn more about the principles of safe reactor design and 
operation. 

Framing even hypothetical circumstances under which harm and 
damage could occur and arriving at estimations of the theoretical 
extent of the consequences proved a complex task. 

To make the study we enlisted the services of a group of scientists 
and engineers of the Brookhaven National Laboratory and of another 
group of experts, to serve as a steering committee. Through recent 
months these men have met with many additional expert advisers 
to test out judgments on the estimates arrived at. 

We are not aware of such a study having been undertaken for any 
other industry. We venture to say that if a similar study were to be 
made for certain other industries, with the same free rein to the 
imagination, we might be startled to learn what the consequences of 
conceivable major catastrophic accidents in those other industries 
could be in contrast with the actual experience in those industries. 

Remembering that this study analyzes theoretical possibilities and 
consequences of reactor accidents, we might note here the judgments 
presented on (1) possible consequences of major accidents and (2) 
the likelihood of occurrence of such major reactor accidents. 

The portion of the study dealing with consequences of theoretical 
accidents started with the assumption of a typical power reactor, 
of 500,000 kilowatts thermal power, in a characteristic power reactor 
location. Accidents were postulated to occur -after 180 days of 
operation, when essentially full fission product inventories had been 
built up. 

Three types of accidents which could cause serious public damages 
were assumed. Pessimistic (higher hazard) values were chosen for 
numerical estimates of many of the uncertain factors influencing the 
final magnitude of the estimated damages. It is believed that these 
theoretical estimates are greater than the damage which would 
actually occur even in the unlikely event of such accidents. 

For the three types of assumed accidents, the theoretical estimates 
indicated that personal damage might range from a lower limit of none 
injured or killed to an upper limit, in the worst case, of about 3,400 
killed and about 43,000 injured. 

Theoretical property damages ranged from a lower limit of about 
one-half million dollars to an upper limit in the worst case of about 
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$7 billion. This latter figure is largely due to assumed contamina- 
tion of land with fission products. 

Under adverse combinations of the conditions considered, it was 
estimated that people could be killed at distances up to 15 miles, and 
injured at distances of about 45 miles. Land contamination could 
extend for greater distances. 

In the large majority of theoretical reactor accidents considered, 
the total assumed losses would not exceed a few hundred million 
dollars. 

As to the probabilities of major reactor accidents, some experts 
held that numerical estimates of a quantity so vague and uncertain 
as the likelihood of occurrence of major reactor accidents have no 
meaning. ‘They declined to express their feeling about this probability 
in numbers. Others, though admitting similar uncertainty, never- 
theless ventured to express their opinions in numerical terms. Esti- 
mations so expressed of the probability of reactor accidents having 
major effects on the public ranged from a chance of 1 in 100,000 to 
1 in a billion per year for each large reactor. However, whether nu- 
merically expressed or not, there was no disagreement in the opinion 
that the probability of major reactor accidents is exceeding low. 

Some of the reasons for this belief follow: 

First, industry and Government are determined to maintain safety 
and protect the health and property of the public from nuclear 
hazards. The Congress has authorized, and we in the Commission 
are carrying out a program of close and careful regulation and inspec- 
tion. Thus the potential hazard of this new industry has been recog- 
nized in advance of its development and brought under a strict 
system of safety control before the occurrence of the incidents which 
in other fields have marked the birth of new industry and have subse- 
quently led to control. 

Secondly, the challenge of this new and important venture in man’s 
application of the forces of nature has attracted able and energetic 
men into the work of assuring safe design and operation. 

In the third place, multi-million-dollar efforts in research and 
development, both public and private, are directed toward identifying 
and solving safety problems. We know of no other industry where 
so much effort has been and is being spent on the definition and solu- 
tion of safety problems. 

Fourthly, the cost to the industry and Government of reactor 
accidents, even of a minor nature, would be very high—much higher 
than for accidents in other industry. Self-interest, therefore, as well 
as public interest dictates avoidance of accidents. 

To sum up, the report affirms that a major reactor accident is ex- 
tremely unlikely. To reduce the matter of assumed hazards to com- 
parative numbers, let us take the most pessimistic assumptions used 
and apply them to a case of 100 power reactors in operation in the 
United States. 

Under these assumptions, the chances of a person being killed in 
any year by a reactor accident would be less than 1 in 50 million. 
By contrast, the present odds of being killed in any year by an auto- 
mobile accident in the United States stand at about 1 in 5,000. 

We are not surprised by the contents of the report, nor are we made 
complacent. The report serves to identify areas where continued 
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research and development are needed, and areas where emphasis is 
needed in the further development of our regulatory program. It gives 
renewed emphasis to our belief that our research and development 
program and our regulatory program in the nuclear power field must 
continue with vigor to the end that the “conceivable” catastrophe 
shall never happen. 

We would appreciate your regarding the attachment as an “advance” 
report. It is being reviewed for editorial and mechanical errors and 
omissions. Copies of the report as corrected will be furnished to you 
at an early date. 

Sincerely yours, 
Harowtp S. Vance, 
Acting Chairman. 


Enclosure: Theoretical Possibilities and Consequences of Major 
Accidents in Large Nuclear Powerplants. 
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TREASURY AND POST OFFICE DEPARTMENTS AND TAX 
COURT OF THE UNITED STATES APPROPRIATION BILL, 
FISCAL YEAR 1958 


May 9, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of May 9, 1957 


Mr. Rosertson, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H. R. 4897] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 4897) making appropriations for the Treasury and Post Office 
Departments and the Tax Court of the United States for the fiscal 
year ending June 30, 1958, and for other purposes, reports the same 
to the Senate with an amendment and presents herewith information 
relative to the change made: 


Amount of bill as passed House and reported to 


PUMNGES.. 0c 0v a wircmweendiesmgeamiime ne $3, 884, 927, 000 
Amount of estimates for 1958_............-..---- 3, 965, 291, 000 
Amount of appropriations for 1957........----.-.. 3, 675, 274, 850 


The bill as reported to the Senate: 
Under the estimates for 1958......-..--.----- 80, 364, 000 


Over the appropriations for 1957..........-..- 209, 652, 150 
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Title I—Treasury Department: 


Amount of bill as passed House and reported 


a ll LATTE LETT $691, 467, 000 
Amount of estimates for 1958_..........----. 713, 831, 000 
Amount of appropriations for 1957_.......---. 648, 569, 850 


Title I, as reported to the Senate: 


Under the estimates for 1958_........._-- 22, 364, 000 
Over the appropriation for 1957_......--- 42, 897, 150 


Title II—Post Office Department: 


Amount of bill as passed House and reportea 


to Menate..bsLuseodul Aside 3, 192, 000, 000 
Amount of estimates for 1958_............--- 3, 250, 000, 000 
Amount of appropriations for 1957_........--- 3, 025, 340, 000 


Title II, as reported to the Senate: 


Under the estimates for 1958_........---- 58, 000, 000 


Over the appropriation for 1957_......--- 166, 660, 000 


Title I1I—Tax Court of the United States: 


Amount of bill as passed the House_......---- 1, 460, 000 
Amount of bill as reported to Senate__....--.- 1, 460, 000 
Amount of estimates for 1958_._......------ . 1, 460, 000 
Amount of appropriations for 1957.._.....---. 1, 365, 000 


Title III, as reported to the Senate: 


The same as the budget estimate......... .......-.----. 


Over the appropriation for 1957_......... 95, 000 
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GENERAL STATEMENT 


The bill as recommended by the Senate committee contains a total 
of $3,884,927,000. This is the same amount recommended by the 
House and a decrease of $80,364,000 under the budget estimates for 
1958 of $3,965,291,000. 

For the Treasury Department, the committee concurs in the-action 
of the House and the bill recommends an appropriation of $691 ,467,000, 
a decrease of $22,364,000 under the budget estimates for 1958 of 
$713,831,000. 

For the Post Office Department, the bill recommends an appro- 
priation of $3,192 million, the same amount as recommended by the 
House and a decrease of $58 million, under the budget estimates for 
1958 of $3,250 million. 

For the Tax Court of the United States, the bill recommends an 
appropriation of $1,460,000, the budget estimate for 1958, and the 
amount recommended by the House. 

Permanent indefinite appropriations are not carried in the bill. 
The 1958 estimates of the Treasury Department in this category are 
$8,085,923,970. This is an increase of $88,635,452 from the 1957 
estimate of $7,997,288,518. Of this total $7,300 million is for interest 
on the public debt, an increase of $100 million from the 1957 estimate 
of $7,200 million. 

Trust funds, also, are not carried in this bill. The 1958 estimate 
of the Treasury Department in this category is $10,278,122,727. 
This is an increase of $780,262,261, over the 1957 appropriation esti- 
mate of $9,497,860,466. Of the total trust fund estimate for 1958 
by the Treasury Department, an amount of $7,504,508,253 is for 
the Federal old-age and survivors insurance trust fund. This is an 
increase of $191,290,864, over the 1957 appropriation estimate of 
$7 313,217,389. 

Details of the items comprising the Treasury Department’s esti- 
mates for the general and special funds and the trust funds may be 
found in the table included in this report. 

The committee has approved House action on certain administrative 
expense limitations, providing the budget estimate of $50,000 for the 
Federal Facilities Corporation and $800,000 for liquidation of the 
Reconstruction Finance Corporation, a decrease of $115,000 under 
the budget estimate of $915,000. 
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TITLE I—TREASURY DEPARTMENT 
OFFICE OF THE TREASURER 


The budget estimate for the Office of the Treasurer is in the amount 
of $18,725,000. The House recommended an appropriation of 
$17,950,000, a reduction in the estimate of $775,000. The committee 
concurs in the action of the House as to the amount for the Office of 
the Treasurer. Included in the sum of $17,950,000 recommended by 
the committee is $12,589,000 for the procurement and transportation 
of currency and $5,361,000 for all other activities of this Office. 


INTERNAL REVENUE SERVICE 


The committee concurs with the House allowance of $325,500,000 
for this Service, which is an increase of $19,750,000 over the 1957 
appropriation and a reduction of $6 million from the estimates. 

The President included in his 1958 budget a request for approxi- 
mately $300,000 for Internal Revenue Service to be used to speed up 
the tabulation of key items in the income tax statistics. 

The committee feels that the project has great merit as was ex- 

ressed in a special staff report by the Joint Committee on Internal 
evenue Taxation entitled ‘“Expediting the Publication of Statistics 
of Income.”’ 

Within the amount allowed, the Service should be able to carry 
out this worthwhile project. 


Coast GUARD 
PROTECTION OF AMERICAN SHRIMPERS 


Although a strong case was made before the committee for funds 
with which to reactivate and operate two Navy minesweepers for 
use by the Coast Guard in furnishing protection to American shrimpers 
in the Gulf of Mexico, the committee does not recommend such funds 
at this time. 

In view of information furnished to the committee by the Secretary 
of the Treasury to the effect that one cutter is now being kept on the 
banks of Campeche at all times, and one on the Tampico banks 
approximately one-third of the time, a practice which has brought 
good results thus far, the committee felt that the recommendation of 
the Treasury Department, that additional patrol boats not be added 
at this time, should be followed. However, the committee desires 
the record to clearly show that its action is based on the assurance 
from the Treasury Department that the present level of protection 
will continue to be afforded American shrimpers in the troubled gulf 
waters off the coast of Mexico, and that the Treasury Department will 
continue to keep this matter under constant review. The committee 
will also closely follow developments in this area, and expresses the 
strong hope that the Department of State will increase its efforts to 
bring about a permanent solution to the problem through negotiations 
with the Mexican Government. 
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TRANSFER OF Funps PROVISION 


The following language provision authorizing the Secretary of the 
Treasury to make transfers from one appropriation to another has 
been included in the bill by the committee: 


Sze. 102. Not to exceed 5 per centum of any appropriation herein made to the 
Treasury Department for the current fiscal year, except for the appropriations made 
to the United States Coast Guard, may be transferred with the pba na amt she the Bureau, 
of the Budget, to any other appropriation of the Treasury Department, but no appro- 
priation shall be increased by more than 5 per centum by any such transfers, and any 
such transfers shall be reported prompily to the Committees on Appropriations of the 
Senate and House of Representatives. 
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Calendar No. 304 


85Ta ConGREss } SENATE { Reporr 
1st Session No. 298 





AUTHORIZING CONSTRUCTION, RECONDITIONING, OR 
REMODELING OF VESSELS IN GREAT LAKES SHIP- 
YARDS 


Mar 13, 1957.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 534] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 534) to amend section 702 of the Merchant Marine 
Act, 1936, in order to authorize the construction, reconditioning, or 
remodeling of vessels under the provisions of such section in ship- 
yards in the continental United States, having considered the same, 
report favorably thereon, and recommend that the bill do pass. 

The purpose of the bill is to extend to the shipyards located on the 
Great Lakes the opportunity to offer competitive bids for the con- 
struction, reconditioning, or remodeling of vessels authorized to be 
undertaken by the Maritime Administration under sections 701 and 
702 of the Merchant Marine Act, 1936. 

These two sections of title VII of that act provide that when the 
Secretary of Commerce finds and determines that implementation of 
the national maritime policy as laid down in section 101 of the act 
requires, he is authorized to have constructed ‘in domestic yards, on 
the Atlantic and gulf and Pacific coasts’’ such new vessels as he may 
determine shall be required, and to have old vessels reconditioned or 
remodeled in such yards. Chartering and sale of such vessels to 
private operators is likewise authorized. 

This bill would amend section 702 of title VII by striking out the 
words “in domestic yards, on the Atlantic and Gulf and Pacific 
Coasts” and inserting in lieu thereof the words “in shipyards of the 
continental United States.” This would merely place the shipyards 
in the Great Lakes area on an equality with those on the Atlantic, 
gulf, and Pacific coasts insofar as opportunity to compete for con- 
tracts authorized to be placed by the Maritime Administration under 
section 702 as cited above. 
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As is pointed out in the appended report of the Secretary of Com- 
merce, favoring enactment of the bill: 


When the Merchant Marine Act, 1936, was enacted, large 
oceangoing vessels could not be built on the Great Lakes be- 
cause there was no practicable means of egress to the sea for 
such vessels. With the completion of the St. Lawrence sea- 
way, this difficulty will be removed, and section 702 of the 
1936 act. should, therefore, be amended, as the bill proposes, 
so that Great Lakes shipyards will be eligible to compete for 
ship construction work in those cases in which the requisite 
findings and determinations are made and approved which 
invoke the authority of title VII.. Under the language of sec- 
tion 505 of the act, Great, Lakes shipyards are eligible to com- 
pete for ship construction work under title V. 


The Comptroller General of the United States in his report said: 


The primary result of the proposed amendment would be 
to extend to the Great Lakes shipyards the opportunity to 
offer competitive bids on such activities (as authorized under 
sec. 702) in anticipation of the opening of the St. Lawrence 
seaway to deep-draft vessels. The potential broadening of 
the competitive base on such activities appears to be a desir- 
able result, and we have no objection to the bill. 


The full text of the favorable reports from the Secretary of Com- 
merce and the Comptroller General,:together with a report from the 
Attorney General, indicating no objection to the legislation, are set 
forth below. 


Wasuineoton, March 27, 1957. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: This is in reply to your request of January 
14, 1957, for the views of this Department with respect to S. 534, a bill 
to amend section 702 of the Merchant Marine Act, 1936, in order to 
authorize the construction, reconditioning, or remodeling of vessels 
under the provisions of such section in shipyards in the continental 
United States. 

Section 701 of title VII of the Merchant Marine Act, 1936, provides 
that, if the Secretary of Commerce finds and determines that the 
national policy declared in section 101 of the act, and the long-range 
program adopted pursuant to section 210 of the act to implement 
that policy, cannot be fully realized within a reasonable time under 
titles V (construction-differential subsidy) and VI (operating-differ- 
ential subsidy) of the act, and if such finding and determination are 
approved by the President of the United States, the Secretary of 
Commerce is authorized to complete such long-range program under 
title VII of the act. 

Section 702 of title VII provides that, if the foregoing finding and 
determination are made and. approved, the Secretary of Commerce 1s 
authorized to have constructed “in domestic yards, on the Atlantic and 
gulf and Pacific coasts,’’ such new vessels as he shall determine may 
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be required to carry out the objects of the act, and to have old vessels 
reconditioned or remodeled in such yards. Other sections of title 
VII authorize the chartering and sale of such vessels to private 
operators. 

The bill would amend section 702 of title VII by striking out the 
words ‘‘in domestic yards, on the Atlantic and gulf and Pacific coasts” 
and inserting in lieu thereof ‘in shipyards in the continental United 
States.” This amendment would authorize the Secretary of Com- 
merce to have vessels built, reconditioned, or remodeled in shipyards 
on the Great Lakes, as well as in other areas of the continental Phited 
States, if the requisite findings and determinations are made and 
approved which bring the autbority of title VII into operation. 

When the Merchant Marine Act, 1936, was enacted, large ocean- 
going vessels could not be built on the Great Lakes because there 
was no practicable means of egress to the sea for such vessels. With 
the completion of the St. Lawrence seaway, this difficulty will be re- 
moved, and section 702 of the 1936 act should, therefore, be amended, 
as the bill proposes, so that Great Lakes shipyards will be eligible to 
compete for ship-construction work in those cases in which the req- 
uisite findings and determinations are made and approved which in- 
voke the authority of title VII, Under the language of section 505 
of the act, Great Lakes shipyards are eligible to compete for ship 
construction work under title V. 

The Department of Commerce recommends enactment of the bill. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this letter, 

Sincerely yours, 
Srnctarn WEEKS, 
Secretary of Commerce, 





Wasuinoton, February 6, 1957. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CuHarrMAn: Further reference is made to your letter 
dated January 14, 1957, acknowledged January 16, transmitting 
copies of S. 377 and S. 534, 85th Congress, 1st session, and requesting 
our comments thereon. S. 534 is entitled “‘A bill to amend section 702 
of the Merchant Marine Act, 1936, in order to authorize the construc- 
tion, reconditioning, or remodeling of vessels under the provisions of 
such section in shipyards in the continental United States.” 

Section 702 presently authorizes the Maritime Administrator, for 
certain purposes, to have new vessels constructed and old vessels 
reconditioned or remodeled “in domestic yards, on the Atlantic and 
gulf and Pacific coasts.’””’ The primary result of the proposed amend- 
ment would be to extend to the Great Lakes shipyards the oppor- 
tunity to offer competitive bids on such activities, in anticipation of 
the opening of the St. Lawrence seaway to deep-draft vessels. The 
potential broadening of the competitive base on such activities appears 
to be a desirable result, and we offer no objection to the bill. 

A separate report is being furnished on 8. 377. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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Untrep States DeparRTMENT OF JUSTICE, 
Orrice or THE Drepury ArrorNEY GENERAL, 
Washington, D. C., January 18, 1957. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 534) to amend 
section 702 of the Merchant Marine Act, 1936, in order to authorize 
the construction, reconditioning, or remodeling of vessels under the 
provisions of such section in shipyards in the continental United 
States. 

The bill has been examined, but since the subject matter thereoflis 
not related to any of the activities of the Department of Justice, we 
would prefer not to offer any comment concerning it. 

Sincerely, 
Wituiam P. Rogsrs, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, matter 
proposed to be omitted in brackets, existing law in which no change is 
proposed is shown in roman): 

Sec. 702. The Commission is authorized to have constructed [in 
domestic yards, on the Atlantic and Gulf and Pacific Coasts,] in 
shipyards of the continental United States, such new vessels as it shall 
determine may be required to carry out the objects of this Act, and 
to have old vessels reconditioned or remodeled in such yards: Provided, 
That if satisfactory contracts for such new construction or reconstruc- 
tion, in accordance with the provisions of this Act, cannot be obtained 
from private shipbuilders, the Commission is authorized to have such 
vessels constructed, reconditioned, or remodeled in United States 
navy yards. 

O 
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85TH CoNGRESS f SENATE Report 
1st Session No. 299 





PROVIDING TRANSPORTATION ON CANADIAN VESSELS 
TO AND WITHIN ALASKA 


May 13, 1957.—Ordered to be printed 


Mr. Maenvuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


{To accompany S. 886] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 886) to provide transportation on Canadian ves- 
sels between ports in southeastern Alaska, and between Hyder, 
Alaska, and other points in southeastern Alaska or the continental 
United States, either directly or via a foreign port, or for any part of 
the transportation, having considered the same, report favorably 
thereon, and recommend that the bill do pass. 

The bill (S. 886) would extend for an additional year, until June 30, 
1958, a waiver of the statutory requirement that vessels of United 
States registry be used to transport passengers and/or freight directly 
or indirectly between ports of the United States and the Territory of 
Alaska. 

Such waiver is necessitated by the fact that there presently is no 
American-flag service for passengers anywhere within Alaska. Like- 
wise, without this legislation, commercial interests in the Hyder, 
Alaska, area would be without service for either passengers or mer- 
chandise. Present legislation in this respect is scheduled to expire on 
June 30, 1957. 

The United States Department of the Interior recommends enact- 
ment stating— 


* * * exemption from the provisions of the 1886 and 1920 
statutes (to provide the proposed services) has been particu- 
larly necessary since October 6, 1954, when the Alaska Steam- 
ship Co. terminated all passenger service to the Territory. 
The bill permits the necessary coastal transportation of pas- 
sengers by Canadian flag vessels in southeastern Alaska. The 
Governor of Alaska has given his approval to such legislation 
as long as no domestic carrier provides passenger service. 
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The Department of Commerce recommends favorable considera: 
tion of the bill, pointing out that— 


Absence of scheduled steamship service would have an 
adverse effect on the economy of Alaska. 


The Department of State reported that it “perceives no objection 
to the enactment of the proposed legialation.” 

The Alaska Steamship Co., which operates freight service to various 
Alaskan ports, is reported in ‘the letter of the Secretar y of Commerce 
as having “no objection to the enactment of the bill.” 

The American Merchant Marine Institute, Inc., in a letter dated 
March 29, 1957, set forth in full below, stated: 


The institute has opposed, and continues to oppose in 
principle, the enactment of any legislation representing a 
departure from the historic policy of the United States to 
reserve its coastwide trade to its own vessels 


and urged that— 


* * * if, in the wisdom of your committee, any extension 
is warranted, it be limited to 1 year. 


Letters from the Government agencies are set forth below for the 
information of the Senate. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 29, 1957. 
Hon. Warren G. MacGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D, C. 


Dear Senator Maenuson: This responds to your request for the 
views of this Department on S. 886, a bill to provide transportation 
on Canadian vessels between ports in southeastern Alaska, and 
between Hyder, Alaska, and other points in southeastern Alaska or 
the continental United States, either directly or via a foreign port, 
or for any part of the transportation. 

We recommend that the bill be enacted. 

The bill, if enacted, would permit until June 30, 1958, the trans- 
portation of passengers and merchandise on Canadian vessels between 
Hyder, Alaska, and other ports in southeastern Alaska or the con- 
tinental United States, either directly or via a foreign port, and the 
transportation of passengers only on Canadian vessels between ports 
in southeastern Alaska, either directly or via a foreign port. Section 
8 of the act of June 19, 1886, as amended (47 U.S. C., sec. 289), 
prohibits the transportation of passengers in foreign vessels between 
ports in the United States. Section 27 of the Merchant Marine Act 
of 1920, as amended (46 U. S. C., sec. 883), imposes a similar prohibi- 
tion upon the transportation of merc handise. 

Legislation substantially the same as thet embodied in the bill has 
been enacted annually since 1949. The latest statute, which is iden- 
tical to the bill, except for the termination date, was Public Law 488, 
84th Congress, approved April 18, 1956 (70 Stat. 114). It permitted 
such transportation by Canadian vessels until June 30, 1957. 

Such exemption from the provisions of the 1886 and 1920 statutes 
has been particularly necessary since October 6, 1954, when the 


| 
| 
{ 


TRANSPORTATION ON CANADIAN VESSELS TO ALASKA 3 


Alaska Steamship Co. terminated all passenger service to the Terri- 
tory. The bill permits the necessary coastal transportation of pas- 
sengers by Canadian flag vessels in southeastern Alaska. The 
Governor of Alaska has given his approval to such legislation so long 
as no domestic carrier provides passenger service. 

Enactment of the bill would require no expenditure of funds by the 
United States. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 


THE SECRETARY OF COMMERCE, 
Washington, April 9, 1957. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C 


Dear Mr. CuHarrMan: This letter is in reply to your request of 
January 28, 1957, for the views of this Department with respect to 
S. 886, a bill to provide transportation on Candian vessels between 
ports in southeastern Alaska, and between Hyder, Alaska, and other 
points in southeastern Alaska or the continental United States, either 
directly or via a foreign port, or for any part of the transportation. 

The bill provides that until June 30, 1958, notwithstanding the 
statutes restricting to vessels of the United States the transportation 
of passengers and merchandise from any port in the United States to 
another port of the United States (46 U.S. C., secs. 289, 883), pas- 
sengers may be transported on Canadian vessels between ports in 
southeastern Alaska. It also provides that passengers and merchan- 
dise may be transported on Canadian vessels between Hyder, Alaska, 
and other points in southeastern Alaska or the continental United 
States, either directly or via a foreign port, or for any part of the 
transportation. 

Similar legislation was enacted in April 1956 (Public Law 488, 
84th Cong., 70 Stat. 114), but the permission therein mentioned 
expires June 30, 1957. Similar legislation has been enacted annually 
since 1949. In reporting favorably on an identical bill (H. R. 7874, 
84th Cong., 2d sess.) which was laid on the table when the Senate bill 
passed, the House Committee on Merchant Marine and Fisheries 
recommended the bill for passage, stating: 

“The committee is informed that there is no American-flag service 
for passengers anywhere within Alaska. The bill permits the neces- 
sary coastal transportation of passengers by Canadian-flag vessels in 
southeastern Alaska. The Governor of Alaska has given his approval 
to such legislation so long as no domestic carrier provides passenger 
service. Such exemption from the provisions of the 1886 and 1920 
statutes has been particularly necessary since October 6, 1954, when 
the Alaska Stored Co. terminated all passenger service to the Ter- 
ritory. Representatives from the Alaska Steamship Co. advise that 
they have no objection to the enactment of the bill. Absence of 
scheduled steamship service would have an adverse effect on the econ- 
omy of Alaska.” 
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The Department of the Interior under date of March 12, 1956, 
recommended that the said bill be enacted. (H. Rept. No. 1928, 84th 
Cong., 2d sess.) 

Conditions regarding the transportation of merchandise and pas- 
sengers to and from ports described in the proposed legislation have 
not changed materially since the enactment of Public Law 488, 84th 
Congress. 

For the foregoing reasons the Department of Commerce recom- 
mends favorable consideration of the bill. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to the committee. 

Sincerely yours, 
SincLarnR WEEKS, 
Secretary of Commerce. 


DEPARTMENT OF STATE, 
March 4, 1957. 
In reply refer to SE 942.73/1-2857 
Hon. Warren G. MacGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Senator Maenuson: Your letter of January 28, 1957, 
which received an interim reply on January 29, invited the comments 
of the Department of State on S. 886, a bill to provide transportation 
on Canadian vessels between ports in southeastern Alaska, and 
between Hyder, Alaska, and other points in southeastern Alaska or 
the continental United States, either directly or via a foreign port, 
or for any part of the transportation. This bill is identical, except 
for the date of termination, to Public Law 488, 84th Congress, and 
to similar legislation enacted previously. 

As in the past, the Department of State perceives no objection to 
the enactment of the proposed legislation. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Rosert C, Hi11, 
Assistant Secretary 
(For the Secretary of State), 


CompTroLLeR GENERAL OF THE UNtTep Statss, 
Washington, February 7, 1957. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. Cuarrman: Further reference is made to your letter of 
January 28, 1957, acknowledged January 29, requesting our comments 
on S. 886, 85th Congress, Ist session, entitled “A bill to provide trans- 
portation on Canadian vessels between ports in southeastern Alaska, 
and between Hyder, Alaska, and other points in southeastern Alaska 
or the continental United States, either directly or via a foreign port, 
or for any part of the transportation.” 
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S. 886 would extend for the 8th consecutive fiscal year what. appears 
to be the same waiver under Public Law 258, 81st Congress, of a 
prohibition against the transportation of goods or passengers in ships 
of other than American registry. 

We have no special information as to the need for or desirability 


of the proposed legislation and, therefore, we have no comment wo 
offer. 


Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Unitep States DepartTMENT oF JUSTICE, 
Orrice or THE Deputy ATToRNEY GENERAL, 
Washington, D. C., February 13, 1957. 
Hon. Warren G. Maanuson, 
c Suomen. Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator: This is in response to your request for the views of 
the Department of Justice concerning the bill (S. 886), to provide 
transportation on Canadian vessels between ports in southeastern 
Alaska, and between Hyder, Alaska, and other points in southeastern 
Alaska or the continental United States, either directly or via a foreign 
port, or for any part of the transportation. 

The bill has been examined, but since the subject matter thereof is 
not related to any of the activities of the Department of Justice, we 
would prefer not to offer any comment concerning it. 

Sincerely, 
Witiiam P. Rogers, 
Deputy Attorney General. 


AmericaAN Mercuant Marine Institutes, Inc., 
Washington, D. C., March 29, 1957. 
Senator Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Senator Magnuson: The American Merchant Marine 
Institute, an organization representing a preponderance of American- 
flag shipping, has noted with concern S. 886, which would extend for 
another year the temporary permission for Canadian vessels to 
transport merchandise and passengers between certain Alaskan ports 
and continental United States ports. 

The institute has opposed, and continues to oppose in principle, the 
enactment of any legislation representing a departure from the historic 
policy of the United States to reserve its coastwise trade to its own 
vessels. The reservation of such trade has been one of the major 
factors in the creation and maintenance of the American merchant 
marine, and any relaxation of this reservation will inevitably add to 
the problems of continuing the development and modernization of 
our fleet. 

The question as to whether or not circumstances justify the grant- 
ing of permission to Canadian vessels to carry passengers and mer- 
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chandise as proposed by the bill is for your committee to hear and 
judge. We, of course, cannot and do not favor allowing the contin- 
uation of conditions in regard to water transportation services which 
create undue hardships for shippers in the United States and Alaska. 

The American Merchant Marine Institute urges, however, that if, 
in the wisdom of your committee, any extension is warranted, it be 
limited to 1 year. The institute wishes to point out that each suc- 
cessive permission of this nature establishes a basis for further waivers. 

It is respectfully requested that this letter be incorporated in the 
record on this bill. 

Very truly yours, 
Atvin Sapiro, Vice President. 


CHANGES IN EXISTING LAW 


The legislation does not.change existing law. It merely extends for 
1 year, to June 30, 1958, the waiver of statutory restrictions regarding 
transportation to and between certain Alaskan ports. 


O 
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Mr. Green, from the Special Committee To Study the Foreign Aid 
Program, submitted the following 


REPORT 


[Pursuant to 8. Res. 285, 84th Cong., and S. Res. 35, 85th Cong.] 


I. InrrRopucTION 


The Senate Special Committee To Study the Foreign Aid Program, 
created pursuant to Senate Resolution 285, as amended, submits 
herewith its final report. 

Last July 11, the Senate created the special committee and in- 
structed it to— 


make exhaustive studies of the extent to which foreign 
assistance by the United States Government serves, can be 
made to serve, or does not serve the national interest, to 
the end that such studies and recommendations based 
thereon may be available to the Senate in considering 
foreign aid policies for the future." 


_The committee has undertaken its responsibilities with full recog- 
nition of the great significance of the question of foreign aid. It is 
aware that a number of Senators last year supported the mutual 
security legislation for the fiscal year 1957 only because of assurance 
that a special committee would examine the program most carefully 
before the Senate acted this year. Indeed, last year the Committee 
on Foreign Relations stated in its report on the Mutual Security Act: 


The committee anticipates that [problems of foreign policy 
for] the next few years may be more difficult in some respects 
than the last few. The problems are becoming subtler and 
more complex. The mutual security program must be 
adapted to meet the new circumstances. 
1 The special committee is composed of the full membership of the Senate Committee on Foreign Rela- 
tions and the chairman and ranking minority members of the Senate Committee on Appropriations and 
the Senate Committee on Armed Services. During the 84th Congress, Senator Walter P eorge served 


aschairman. During the 85th Congress, Senator Theodore Francis Green has served as chairman. [For 
chronological account of committee activities see appendix.) 
1 
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In this connection, the committee has proposed a careful 
study of the mutual security program in all its ramifications 
so that the Senate may have the results of that study before 
it next year * * *. 


In the years since the Marshall plan there has been a gradual increase 
in the number of Members of Congress who have voted against the 
complex of programs covered by the annual Mutual Security Acts, 
The chairman of the committee has pointed out in the preface of 
studies for the special committee that this increased opposition has 
been evident in the votes of the Senate. 


In 1948 there were seven votes against final passage of the 
Marshall plan. In 1956 there were 30 votes against final 
passage of the mutual security appropriation bill, equally 
divided between the two parties. 

There is serious cause for concern when foreign policy pro- 
grams.of the size and the impact of the annual mutual 
security acts do not command the support of more than two- 
thirds of the Senate. It would seem that such programs if 
they are to be successful in promoting the national interest 
should be of a kind to enlist wider congressional and public 
support. One of the reasons for the constitutional require- 
ment of a two-thirds majority for consent to ratification of 
treaties is that the Nation hen it speaks in foreign policy 
should speak with a strong, united voice. Foreign aid pro- 
grams cannot achieve their full potential unless they draw 
support from the American people. 

The trend of increasing opposition to these programs would 
seem to indicate either that their purposes have not. been 
clearly understood or that there is a growing belief that they 
have in some way failed to serve the national interest. In 
either event, the trend must be reversed either by clarifying 
the relationship between the programs and the national 
interest or by changing the programs so that they may more 
clearly serve the national interest. 


The committee has been impressed during its examination of the 
foreign aid programs by the fact that the relatively clear objectives of 
the Marshall plan to help rebuild a war-devastated Europe in 4 years 
at a cost of $17 billion have been followed by a conglomeration of 
military and e¢onomic assistance programs with multiple objectives, 
operating throughout the world, and requiring new appropriations 
year after yéar. 

Although’ the economic objectives of the Marshall plan were 
achieved on schedule and at less than the estimated cost, the threat 
of Soviet aftack on Western Europe, intensified by the Communist 
attack on South Korea in 1950, gave rise to the Mutual Security Act 
of 1951 with its primary emphasis on military assistance. During 
the subsequent period of increasmg-military assistance to Western 
Europe, moreover, there was, a gradual expansion in economic and 
military assistance programs to other parts of the world, the objec- 
tives of which were less clearly defined than the obvious need to defend 
Western Europe. 

It was against this background of uncertainty about the objectives 
of the mutual security program that the special committee undertook 
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its work. Atits first meeting on July 12, 1956, the special committee 
agreed to be guided by the following principles: 


The study is to be nonpartisan in character with no 
committee findings of any kind to be published until after 
the election; 

The committee will do its utmost to reach substantial 
agreement on its final recommendations to the end that 
they may command the widest possible support; 

Although the committee seeks the cooperation of the 
executive branch in carrying on the study, its conclusions 
must be independently arrived at; 

To the maximum extent practicable the committee will 
keep the public informed of its work; 

Although much of the material which the committee may 
need to formulate its recommendations will necessarily 
be supplied by specialists, to the maximum extent feasible 
the committee will seek the views and suggestions of the 
American public. 


The committee has been assiduous in adhering to these principles. 
It seeks now in this final report to submit recommendations upon 
which there is substantial agreement, to the end that these recom- 
mendations may command the widest possible support in the Senate 
and from the people of the United States. 

This report embodies the consensus of the views of the committee 
on the subject of foreign aid. While this means that each member 
does not necessarily support every conclusion, and recommendation, 
the committee felt. that no useful purpose would be served by sub- 
mitting a report which would tend to fragment and confuse the com- 
mittee’s findings and recommendations and thereby give an erroneous 
impression of disunity and controversy in this important area of 
foreign policy. In fact, most of the committee’s differences have been 
those of emphasis rather than substance, 


II. Past Forricn Arp AND THE NatIonaL INTEREST 


Foreign aid is not a new concept. Since World War I there have 
been occasions when the United States has found it in the national 
interest to assist foreign nations. 

During the period immediately after World War I, the United 
States loaned more than $10 billion to some 20 nations, most of which 
was not repaid. Negotiated funding agreements and the Hoover 
moratorium, in effect, canceled a large proportion of these debts, and 
thereby extended foreign aid to certain nations. Another example of 
foreign aid before World War II was the Lend-Lease Act, which gave 
the President authority “in the interest of national defense” to supply 
our potential allies with arms. Most of the material so supplied was 
used up during the war, and title to what remained was largely trans- 
ferred to recipients at a fraction of cost in postwar settlements. 

The concept of foreign aid as a clear-cut national policy is one 
which has developed for the most part since World War II. United 
States expenditures for postwar loans and grants of military and 
economic assistance have been almost $58 billion to some 60 countries. 
In approving programs ranging from the United Nations relief and 
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rehabilitation program, through Greek-Turkish aid, Philippine re 
habilitation, and down through the latest Mutual Security Act, 
Congress has authorized expenditures which it believed to be in the 
national interest, 


A. OBJECTIVES OF AID PROGRAMS SINCE WORLD WAR II 


Aid programs since World War II have been varied. They have 
included the United States contribution of $3.4 billion to the United 
Nations Relief and Rehabilitation Administration (UNRRA), the 
Greek-Turkish aid program, the interim aid program, the Marshall 
plan and the mutual security and technical assistance programs. 
Special aid programs were developed for the occupied enemy areas, 
for the Philippines, for Latin America, and elsewhere. 

The objectives of foreign aid since the end of World War II have 
included rehabilitation, restoration of economic stability in key coun- 
tries, the supplying of arms and economic aid to halt Communist 
encroachment, the rebuilding of the armed forces of allied countries 
threatened by Communist aggression, the encouragement of technical 
cooperation, the promotion of economic development and the expres- 
sion of humanitarianism. 

In most cases the fundamental objectives of each kind of aid have 
been reasonably clear. Yet, as noted later in this report, although 
one objective may be paramount in supplying aid in @ particular 
situation, the fact is that the operation of particular programs impinge 
on one another. In consequence, not only have the multiple objectives 
of postwar foreign aid programs become confused but so, too, have the 
various programs. In turn, reasons for supporting or opposing annual 
foreign aid bills have become less and less clear. 


B. THE COST OF POSTWAR AID 


As indicated in the following table, the United States since World 
War II has spent for foreign grants and credits almost $58 billion, 
thus an average of about $5 billion per year. Of this total approxi- 
mately 20 percent, or $11 billion, has been in loans (some $4 billion 
has been collected on these loans) and 80 percent, or about $47 billion, 
has been in the form of grants. 
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Summary of foreign grants and credits—By program,' postwar period, July 1, 1946, 

















through Dec, 31, 1956 (before and after Korean invasion, June 25, 1950) 
[Millions of dollars] 
Postwar period 
After Before 
Total Korean Korean 
invasion invasion 
Not gromte and eredlte . aus ccccncccccensessnsdetetectnscsdand $57, 662 $31, 315 $26, 346 
Deb Guetnbiiia hs a cebinssishieniesicd cicdandiLabescibenpenianeeahald 46, 815 29, 753 17, 062 
Cunets wih GRO cd ok cin sik ini chia Ldiplllach diced bebiallied 50,760} 31,501. 19, 259 
Si ubeetd MeN iiss cal isn cs eiibitalelsabeaiadl 36,431 | 29, 360 7,072 
Military aid: 
Military supplies and services ?3__..........-......-. 16, 629 16, 566 63 
Multilateral-construction program contributions... 384 


Other aid (economic and technical assistance): 
Famine and other urgent and extraordinary relief_.. 

Oder *+. tecuclcciens cn alec 
Caviiieie Seine. .8 isn. 50. Seine. deka 
UNRRA, post-UNRRA, and interim aid................... 


BARON sdb tithe titinddé tnitiittbnbibbniéaciitiiediiihd 


EP sis it ic ibns edinccbisiclsedbdinctbeiadeatiat 
ONO PNG iso sii dtattbadecckibaddehe 


Groeten tries eb 55 ie nttkcccstsene iiiiecsncsicde 


aii dod ds ccc ckdnbiteasielenali note ulia 
ERO DUA daub pictcccetbastssleisiesl deta oie cdc 





Philippine rehabilitation. ... .........0.6 -csiseo sees ces 
Surplus agricultural commodities through private agencies §_ 
Military equipment loans’ Jilcihabeenoaen 
Chinese military and naval aid_..............-..-.......... 
Inter-American programs........-..-........--.-....---.... 
C0 rr eS oe 
Less: Prior grants converted into credits..........-............- 
Less: Reverse grants and returns. ..........--.........-.......- 


Mutual security counterpart funds: 
BEIGE GR ncets ince oc vncisdcsséewlbicsednctbbeusdiand 
Other aid (economic and technical assistance) ........... 
Reverse lend-lease_-__._.-_-.---- WH acta t, deta 
Cash war-account settlements for lend-lease and other grants. 











Pets OF ROU Bis nse diese ccnensanshens mhtirre-enes 

Be GED DOB... cccitensdduncecccesssaannobasameomane 

WOl GHSIERIS VORIR., «.cccncceswescccncscetebousenesenswne 

OCCU OE CRUE PRED a nnn ne weg pn cosaccapeesekadestuotee 

Return of military equipment loans ?_.............-.--....- 

Bie GON. on cee peice dcwcsb i cedbced esses i aie ebbint ‘ ‘356 | 

Wow cnettte LET RA bile 12, 780 3, 446 | 9, 333 
Export-Import Bank (for own account).-....-..--..-.-.----- f 4,779 2, 128 2, 651 
Direct loans. . ..--------.-------ee---e0-2---eneee---20-- 4, 505 2, 007 2, 498 
Loans through agent banks.-.--....--.------.----------- 274 120 153 
British loan....-.-----<----------2-----2-0---000ee-¢e0-2----- S700 beep peso cee= 3, 750 
Mutual security 2_....-----------.------- dacecccssncsconeusa 2, 176 1, 186 990 
Surplus property (including merchant ships) -....----------.- 1, 492 9 1, 482 
Lend-lease (excluding settlement credits) .....-------------- 71 2 69 
QOREP i oe obs el pe en 65nd 5 inh 56s bob poecsepE Sb eemene 512 122 390 
Plus: Prior grants converted into credits_....-.-.--------------. 2, 257 1, 001 1, 256 
Less: Principal collections. -----------------------.--+---------- 4, 190 2, 885 1, 305 
Export-Import Bank (for own account)...-....------------- 2, 356 1, 724 632 
Direct loans... ...---------sccccecccecensnceeecsesesene- 2, 034 1, 551 482 
Loans through agent banks.........--...--------------- 322 173 149 
—_—_—_—S—>s Uo >——==annnaa=2sSs—=@PPS— 
Britiah lO@Nic<< cesocupeceecocnccncnncaspacconsccacsececseos 280 BD bicdetesenes . 
Mutual security ©... cnc ccwccccccccpocesescosesesesesss 60 OO fucdccceunds 4 
Surplus property (including merchant ships)....-------..--- 549 425 124 
Grants converted into credits..-...-...----------+-+-+------- 139 117 22 
Lend-lease (excluding settlement credits). ....---..----.-.-. 144 123 21 


OGhier ©, . ncccccccccecsccccccoceceseceussssunscecssneasesesce 662 155 807 
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Summary of foreign grants and credits—By program,’ postwar period, July 
1, 1945, through Dec. $1, 1956 (before and after Korean invasion, June 25, 
1950 )—Continued 


1 Grants are transfers for which no payment is expected, or which at most involve an obligation on the 
part of the receiver to extend aid to the United States or other countries to achieve a common objective, 
Credits are loan disbursements or transfers under other agreements which give rise to specific obligations to 
repay, over a period of years, usually with interest. In some instances assistance has been given with the 
understanding that a decision as to repayment will be made at a later date; such assistance is included 
in grants. Atsuch time as an agreement is reached for repayment over a period of years, a credit is estab- 
lished. Such eredits cannot, as a rule, be deducted from specific grants recorded in previous periods; 
en adjustment for grants converted into credits is made at the time of agreement. All cows returns to 
the U. 8. Government stemming from grants and crenits, other than interest, are taken into accourt in net 
grants and net credits. The measure of foreign grants and credits generally is in terms of goods delivered 
or shipped by the U. 8S. Government, services rendered by the U. 8S. Government, or cash disbursed by the 
U. 8. Government to or for the account of a foreign government or other foreign entity. The Government’s 
capital investments in the International Bank ($635 million), International Finance Corporation ($35 
million), and International Monetary Fund ($2,750 million) are not included in these data although they 
constitute an additional measure taken by this Government to promote foreign economic recovery and 
development. Payments to these international financial institutions do not result in immediate equivalent 
aid to foreign countries. Use of available dollar funds is largely determined by the managements of the 
institutions, in some instances subject to certain controls which can be exercised by the U. S. Government, 

Further definition and explanation of these data are contained in the Foreign Aid supplement to the 
Survey of Current Business, published November 1952, and in the explanatory notes to the appendixes 
of the National Advisory Council on International Monetary and Financial Problems, Semiannual! Reports 
to the President and to the Congress. 

2 Includes foreign currencies which were obtained through sale of agricultural commodities under title I 
of the Agricultural Trade Development and Assistance Act (Public Law 480, approved July 10, 1954, as 
amended) and which were available under secs. 104 (c), (d), (e), and (g) for expenditure without charge to 
6 dollar appropriation. 

* Includes mutual-security program aid for common-use items which are to be used by military forces 
of nations receiving assistance, and for direct forces support, when such assistance provided under secs. 
123 and 124 of Public Law 665, approved Aug. 26, 1954, as amended, is administered in accordance with 
ch. 1—Military assistance, of title I of that act. Cash transfers are included in “Other aid (economic and 
technical assistance)’’; see footnote 4. 

¢ Includes mutual security program aid for economic and technical assistance use from military aid appro- 
priations. Also include mutual security program aid from appropriations for common-use items which 
are to be used by military forces of nations receiving assistance, and for direct forces su rt, when such 
assistance under secs. 123 and 124 of Public Law 665 is administered in accordance with ch. 3, Defense sup. 

rt, of title I of that act. Also includes transfers of funds for forces support (for example, in Cambodia, 

aos, and Vietnam (and forces of France located in such states)) and of funds in support of production fot 
forces support. 

5 Less than $500,000. 

* Includes donations of agricultural commodities transferred through United Nations Children’s Fund 
under authority of sec. 416 of Public Law 439, approved Oct. 31, 1949, as amended by title III of Public Law 
480, approved July 10, 1954. 

7“ Military equipment loans’’ are included in this report as part of military grants; these “loans” are 
essentially transfers on an indeterminate basis, generally requiring only the return of the identical item, 
ifavailable. In essence this was the requirement pertaining to wartime lend-lease transfers of watercraft, 
which were included as grant transfers in these data. 

® Values for deliveries of materials in payment of principal reported as collected by the General Services 
Administration on deficiency and strategic materials development loans are in some instances estimated 
when first reported. Reported data have been adjusted to eliminate obvious (negative) bookkeeping 
adjustments as final values are recorded. 


Source: U. 8. Department of Commerce, Office of Business Economics, Foreign Grants and Credits by 
the United States Government, December 1956 quarter. 


Broadly speaking, of the grant aid of $47 billion, slightly over one- 
third, over $16 billion, has been for military services and supplies. 
The balance has been aid of a nonmilitary type, largely for such pro- 
grams as the Marshall plan, United Nations relief and rehabilitation, 
and defense support. 

Examination of the costs of postwar aid programs reveals some 
significant trends. In the early years after the war, most United 
States assistance was for economic purposes in Western Europe 
although at the same time a limited amount of both economic an 
military assistance was made available in the Far East. With the 
threat of Soviet-inspired military domination of Greece and Turkey 
and similar threats to Western Europe, there was a curtailment of 
economic assistance in Western Europe and a beginning of military 
assistance in that area. 

In contrast with the early years, except for Spain, the United States 

rovides only minor amounts of economic assistance to Western 
Berens at the present time; most aid to that area now being of & 
military type. As economic aid began to taper off in Western Europe, 
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however, there was a simultaneous increase in economic assistance 

rograms in southern and southeast Asia, the Middle East, and the 
Par East. Furthermore, there was an expansion of military assistance 
to certain nations in these regions. 

The figures for military assistance for the last complete fiscal year, 
1956, show that of the $3 billion actually expended worldwide for 
military assistance (supplies and services), about $1.8 billion was for 
Western Europe, some $700 million for south Asia and the Pacific area, 
and almost $400 million for the Near East and Africa. 

The figures for nonmilitary assistance in fiscal year 1956 show that 
of the $1.5 billion expended for these purposes two-thirds was concen- 
trated in the following 12 countries: Korea, Pakistan, Vietnam, India, 
Formosa, Italy, Turkey, Spain, Brazil, Israel, Iran, and Thailand. 

The average contribution of every American man, woman, and child 
to grant foreign aid programs since World War II has been $287 or 
about $26 per person per year. With respect to the impact of these 
expenditures on the United States economy, a report received by tha 
committee from one of its contractors stated: 


since 1948, the average share of our gross national product 
that has gone for foreign aid has been 1.7 percent. In 1956, 
this share dropped to around 1.1 percent. Foreign aid, in 
1956, accounted for about 6.4 percent of total United States 
Government expenditures. The average for the period 
1948-55 was 9.4 percent of the total United States Govern- 
ment expenditures. 

Foreign aid has taken about 1.5 percent of this country’s 
total industrial, agricultural and mining production during 
the last 9 years. In the absence of foreign aid, production 
in these sectors of the economy would not necessarily have 
diminished by this amount. ‘Tax reductions in the amount 
needed to support the foreign aid programs, or other Govern- 
ment programs which might have been increased, especially 
in defense, could well have offset any drop in the demand for 
United States commodities resulting from abandonment of 
foreign aid * * *, 


C. CONTRIBUTION OF POSTWAR AID TO THE NATIONAL INTEREST 


The contributions of the people of the United States to the foreign 
aid programs have been determined to be in the national interest by 
the authorization and appropriation of funds by the Congress acting 
upon the recommendation of successive Presidents. The committee 
recognizes that there are Americans who believe that these expendi- 
tures have not served the national interest and others who believe 
that they have. 

It is impossible, however, to say with certainty how much better 
off or worse off the United States is today because of these expendi- 
tures. One can only guess at what might have happened had there 
been no foreign aid for the past 11 years. One can estimate in a 
general way the impact which aid programs have had on other coun- 
tries, on their ability to maintain their independence from communism 
on the national security of the United States and on our politi 
and economic relations with other nations, 
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To cite some specific results, however, in the judgment of the com- 
mittee but for the postwar aid programs, Greece and Turkey might 
today be behind the Iron Curtain; Formosa might heve fallen to the 
Chinese Communists; Western Europe might never have recovered 
economically and many of its governments might be dominated by 
Communists; Iran might never have survived the depredations of an 
irresponsible government and the Indochina region might have fallen 
completely to the Communists. 

In the light of world conditions and the place of the United States 
in the world, the committee finds no reason to question the judgment 
of past Congresses and past administrations in supporting foreign aid, 
The men and women of both political parties who helped to work out 
and administer postwar aid programs have sought to serve the United 
States. If mistakes have been made, they have been, for the most 
part, mistakes of judgment by individuals who have labored to serve 
the national interest. 


Ill. Tue Nationat INTEREST AND THE CONTINUANCE OF FOREIGN 
AID 


Believing as it does that our foreign aid programs of the past have 
served the national interest, the committee seeks now to determine 
whether there are legitimate national interests to be safeguarded and 
advanced by the continuation of foreign aid programs, and, if so, 
what changes in these programs may now be desirable. 

There are a number of reasons why the committee believes that 
foreign aid will be needed in the future if the worldwide interests of 
the United States are to be promoted. In the first place, it is the 
purpose of the foreign policy of the United States, and foreign aid 
as a part of the policy, to help keep the world at peace so that the 
physical security and way of life of citizens of this country may be 
protected, their individual freedom and their economic well-being 
promoted, and their opportunities for spiritual growth assured. The 
achievement of these purposes requires constant concern with the 
world environment in which we live, for if the trend in the world at 
large were toward totalitarianism, then it would be only a matter of 
time until the free way of life in the United States would be critically 
threatened, 

A. THE DEFENSE NEED 


The world situation compels recognition of the fact, as demon- 
strated by the Communist attack on Korea and the inability to reach 
agreement on disarmament, that the physical security of the United 
States may be threatened by military attack. 

The committee recognizes that at the present time the strategic 
concept underlying plans to defend the United States requires that 
overseas airbases be available for our use. It recognizes further that 
agreements are necessary for the use of the territory of other nations 
in testing new weapons and for mounting radar defense facilities. 
Finally, the committee recognizes that the 42 other nations allied 
with us in mutual defense treaties must be strong enough to contribute 
to mutual defense unless the United States is to bear a disproportion- 
ate part of the military burden of preventing Communist aggression 
which threatens others as well as ourselves. 
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Since foreign aid programs assist in making bases on foreign soil 
available to the United States and help to add military strength to 
allies, their continuance is in the national interest. While it might 
be argued that allies should make themselves strong without our aid 
and should make bases available regardless of our assistance, it must 
be noted that there is an inclination in some free countries allied with 
us to divorce themselves from involvement in the conflict of the great 

owers or to feel that their power is in any event too insignificant to 

e a factor in the outcome. Our support and assistance may well 
provide the decisive element in the decision to cast their lot with us 
and other free nations in a common defense effort. 

Strictly from the point of view of the national interest, the mainte- 
nance of alliances is essential to the defense of the United States under 
present strategic concepts. Should subsequent developments suggest 
a revision of these concepts, foreign military assistance would have to 
be adjusted accordingly. ‘That time, however, does not yet appear 
to have arrived. 

B. THE ECONOMIC NEED 


A second national interest to be served by future foreign aid pro- 
grams is the long-range economic well-being of the United States. 
The future growth of this Nation, no less than others, requires an 
expanding world commerce as well as expanding sources of basic 
materials. This dual expansion depends to a considerable extent 
upon the economic development of other countries. That is espe- 
cially the case with the so-called less developed nations whose eco- 
nomic techniques and organization are far behind the economically 
advanced nations. These countries have before them the examples 
of the totalitarian and the free methods of economic development. 
It is in the interests of the United States that they choose the free 
method of development. 

To the extent that foreign aid can promote sound economic develop- 
ment in a pattern of freedom in other countries, the committee believes 
that it is desirable to provide such assistance. As pointed out later 
in this report, however, the committee believes that development 
assistance can and should be placed on a repayable basis, 


C. THE POLITICAL NEED 


A third national interest promoted by foreign aid is long-range 
political progress toward freedom in other nations and the successful 
resistance in certain critical areas to direct Communist pressure. The 
experience of the United States in the 20th century provides sufficient 
evidence of the dangers which confront this Nation when totalitar- 
ianism is on the march. We have seen the dangers of too little, too 
late. The committee believes that it is in the national interest for 
the United States to encourage political progress in other nations 
and to place stumbling blocks in the path of an expanding totali- 
tarianism which if unchecked would inevitably have serious implica- 
tions for the United States. 

At the same time, the committee recognizes that there are severe 
limits on the extent to which foreign aid can be used to influence 
either short-range or long-range political developments elsewhere. 
The idea of free political institutions may be carried like » seed from 
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one country to another, but the institutions themselves cannot be 
transplanted from one country to another. They must grow 
according to the history, the culture, and the environment of each 
country. Foreign aid may help in this process of growth, but it is 
only one of a multitude of factors involved. 


D. THE HUMANITARIAN MOTIVE 


Finally, there have been numerous times when United States 
assistance has been extended to other countries for humanitarian 
reasons. It may be expected that there will be instances in the 
future, also, when natural disasters or other unexpected conditions 
may suggest the desirability of extending assistance to the people of 
other nations in distress. The committee believes it is in the tra- 
dition of the United States to respond as we are able to situations 
requiring assistance on humanitarian grounds. 

*~ *x * * * 7. 


In summary, the committee believes that there are valid reasons 
for the United States to continue various types of foreign aid. Such 
aid, if clearly conceived and properly administered, may be expected 
to serve the interests of the United States by promoting its defense, 
by contributing to its economic growth and spiritual strength, and by 
helping to develop a world environment of freedom in which the 
American people may live in peace. 

Uncertainties have plagued the foreign aid programs in recent 

ears. The committee does not believe that the foreign policy 
interests of the United States are served by continued uncertainty as 
to the objectives and the nature of our aid programs. Such uncer- 
tainties have given rise to confusion not only among our citizens but 
to confusion among nations which look to the United States for 
leadership. 

The committee was impressed by the fact that it has received very 
few expressions of view proposing the outright abandonment of these 
programs. There have been criticisms of particular programs, but 
often those who opposed one program supported another. Some who 
were critical of military assistance, for example, supported funds for 
economic development; some who felt that economic assistance 
should be on a loan basis have urged military assistance on a grant 
basis; some who opposed economic assistance through the United 
Nations supported bilateral technical assistance programs. 

As indicated in the following pages, there are many ways in which 
foreign aid programs can and must be improved. Objectives can be 
clarified, some grant programs can be converted to loans, adminis- 
tration can be streamlined, and substantial sums can be saved. 
There may be disagreement as to details and amounts, but on the 
fundamental question of whether these programs in modified and 
improved form should be continued, there is only one answer. 

Foreign aid is necessary, and it can and must be made to serve the 
national interest, commensurate with its cost, 


oe 
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IV. Tue SHortTCOMINGS OF THE ForEIGN Arp ProcRAmMs 


A. BASIC MISCONCEPTIONS OF FOREIGN AID 


Foreign aid has come to be regarded as a single device of policy 
capable of achieving a multiplicity of objectives. Many people in 
the United States have been led to this view largely by the ambiguous 
justifications for foreign aid in the past and because foreign aid fre- 
quently has been treated both in legislation and in administration ‘as 
though it were a single device of policy. The fact is that the mutual 
security program contains many separate undertakings whose purposes 
may be, but are not necessarily, closely related. 

Foreign aid has been justified at one and the same time as the 
answer to the prevention of further Communist expansion; as a key to 
national defense; as a lid to cap explosive political situations like that 
in the Middle East; as a vehicle for the expression of our friendship 
and our humanitarianism; as a means of keeping or winning the less 
developed nations to freedom; as a principal bulwark of world peace; 
as a stimulator of trade, investment and free enterprise throughout 
the world; as the answer to the problem of agricultural surpluses and 
other lesser economic dislocations in this country. 

Foreign aid, in one form or another, has been a factor in dealing 
with all of these questions. With respect to many of them, however, 
it is at best only a minor factor. 

In the committee’s view, the ambiguity concerning the purposes of 
foreign aid and the misconception of it as a single device of policy for 
carrying a multiplicity of programs have impaired its usefulness. An 
aid program to build military strength against aggression in Western 
Europe cannot be expected, except incidentally, to fulfill other pur- 
poses. An aid program like technical assistance will have served the 
interests of the United States if in the process of helping others to 
help themselves, it promotes friendly contact and technical exchange 
between ourselves and others. If aid is primarily for support of a 
country unable to carry the burden of a large military establishment 
to resist Communist aggression, as is the case, for example, in Korea, 
that aid cannot be expected necessarily to assist economic develop- 
ment. If aid is supposed to promote economic development abroad 
to encourage the growth of free political institutions and to expand 
opportunities for trade, those purposes are more likely to be realized 
if they are not confused with defense against the threat of Com- 
munist aggression, however valid the latter objective is in its own 
right. 

Foreign aid, in short, is not an all-powerful device to be aimed at 
all things, in all nations at the same time. The misconception of it 
as such was bound to produce, as it has produced, criticism and even 
hostility abroad regarding the motives of our aid. This misconcep- 
tion was bound to result, as it has resulted, in distortions as to the 
purposes, cost, and potentialities of particular types of aid. This mis- 
conception was bound to lead, as it has led, to increasing disillusion- 
ment and hostility toward foreign aid in this country, 
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B. MILITARY AID 


About $2 billion of the $3.8 billion appropriated in the current 
fiscal year for foreign aid is for direct military aid. These expendi- 
tures to equip and train the armed forces of other countries find justi- 
fication in the national interest to the extent that this aid is a part of 
the military strategy by which we and others seek to defend ourselves 
against aggression. 

“Our defense requirements encompass much more, of course, than 
military aid to others. They include the maintenance of our own de- 
fense forces at a determined level, composition, and deployment. 
They include access to key bases in Europe and elsewhere. They 
include our participation in regional and bilateral treaties for eolleetive 
defense against aggression. They include some reliance on the United 
Nations. 

Whether or not the total strategy of the United States for defense is 
realistically adjusted to the actual dangers of military aggression, the 
committee notes that the executive branch has assured the Congress 
of the great significance of military aid in that strategy. Neverthe- 
less, there are still several matters which require consideration in 
connection with expenditures for military aid. 

The committee can see little purpose in supplying military aid 
abroad except as these activities enable us and others to provide for 
effective defense at a lower cost than would otherwise be possible, 
Expenditures on military aid must be weighed primarily against the 
return which could be expected if these funds were spent directly on 
the National Defense Establishment. ‘The committee is not satisfied 
that this principle is now being followed under present procedures, 
Military aid appears to be considered as an end in itself, insufficiently 
related to the total problem of national defense and its cost. 

Furthermore, observations presented to the committee suggest that 
military aid may also be ill adjusted to the requirements and capa- 
bilities of some recipient countries. That appears to be the case 
particularly in certain of the less developed nations. ‘There is evi- 
dence, for example, that the types of equipment supplied to some 
countries are poorly suited to terrain. It has been noted that the 
forces supported by military aid in some of these countries may be 
excessive. 

It has also been brought to the committee’s attention that military 
aid intended for defense against Communist aggression may act inad- 
vertently to stimulate rivalries among non-Communist countries, in- 
cluding those which are recipients of aid. The net result may be the 
development of competitive demands for military aid, with consequent 
unnecessary increases in the cost of the program. Finally, it has been 
noted in this inquiry that the creation of military establishments 
through military aid beyond the capacity of less developed countries 
to maintain out of their own resources stimulates demands on this 
country for additional nonmilitary aid for their economies and in some 
cases retards their economic development. 

The committee is aware that some of these apparently contradictory 
and costly consequences of military aid may inevitably result from a 
program worldwide in scope. Nevertheless, it is not satisfied that 
adequate consideration is given to these consequences in formulating 
foreign aid policy generally and military aid policy specifically. 
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Finally, the committee notes that during the course of its inquiry 
the United Kingdom announced a major readjustment downward in 
the cost and in the number of personnel of its national defense estab- 
lishment. In view of the intimate relationship in matters of defense 
between this country and the United Kingdom, it would appear that 
the British action is bound to have very deep implications for the 
strategic concepts of defense of all free nations. What the repercus- 
sion will be for the United States military aid program is not yet clear. 
The committee believes, however, that the Senate should anticipate 
that they will be of great significance. 


C. NONMILITARY AID 


In addition to military aid, mutual security legislation for the cur- 
rent fiscal year provides $1.7 billion of the total appropriation of $3.8 
billion for nonmilitary purposes. Although this nonmilitary aid is 
often cited in its entirety as ‘economic aid,” it includes several differ- 
ent programs with varying objectives. 

A total of about $150 million of nonmilitary aid, for example, goes 
for grants of technical assistance to some 50 countries. This aid is 
mostly supplied directly by the United States and to some extent by 
our contributions to the technical assistance programs of the United 
Nations and other international organizations. 

Nonmilitary aid also includes $250 million in economic development 
assistance (80 percent of which must be in the form of loans) to assist 
other countries to develop their economies or to maintain economic 
stability. ‘The present recipients are Ceylon, Egypt, India, Indonesia, 
Israel, Jordan, Lebanon, Libya, and Nepal. 

By far the largest share of nonmilitary aid, over $1.1 billion in the 
current fiscal year, goes for defense support. The recipients of this 
grant aid are Bolivia, Cambodia, China (Taiwan), Greece, Guatemala, 
Iran, Korea, Laos, Pakistan, the Philippines, Spain, Thailand, Turkey, 
Vietnam, and Yugoslavia. 

Defense support is designed to stabilize the economies of free nations 
maintaining heavy military burdens to resist the threat of international 
Communist aggression or subversion. Much of this aid is in the 
nature of a holding operation, to prevent economic conditions from 
deteriorating. Not infrequently, however, projects are undertaken 
with this assistance which resemble those financed by economic 
development assistance. 

There is little difference, except in name, in the form of much of 
defense support assistance and the form of economic development 
assistance. Aid which is of the same type is defined by the Interna- 
tional Cooperation Administration as defense support in countries 
which also receive military assistance but as economic development 
assistance in those which do not. 

Finally, nonmilitary aid for fiscal year 1957 includes budgeted 
appropriations or unprogramed special funds for the President in 
excess of $185 million to enable the executive branch to carry on a 
wide range of miscellaneous activities. These activities have included 
such programs as relief of Hungarian refugees and displaced Palestinian 
Arabs, succor of countries suffering natural catastrophes, supply of 
atomic energy reactors for peaceful purposes and payment of shipping 
costs on private gift packages sent abroad, : 
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While not exhaustive, this listing indicates that nonmilitary aid 
consists of considerably more than “economic” aid. It represents an 
intermingling of programs, with military, political, and humanitarian 
purposes as well as economic purposes. The net effect of the inter- 
mingling, especially of defense support and economic development 
assistance, is to make extremely difficult a discriminating evaluation 
of the principal components of nonmilitary aid. 

For purposes of clarity the committee has divided nonmilitary aid 
into three broad categories, each of which is treated separately in the 
conclusions expressed below. The committee makes this divisior as a 
necessary clarification and a logical step in the development of recom- 
mendations which it hopes will help to reorganize foreign aid en a 
more rational, comprehensible, and effective basis. 


1. Technical assistance (point 4) 


The technical assistance program was the subject of an exhaustive 
study by a subcommittee of the Committee on Foreign Relations 
during the 83d and 84th Congresses, under the chairmanship, first of 
Senator Hickenlooper and then of Senator Mansfield. The subcom- 
mittee made its final report to the Senate in March 1957.. 

This committee has sought to avoid going over the same ground as 
was covered by the Subcommittee on Technical Assistance Programs, 
It has received, however, ample evidence which reaffirms the unani- 
mous conclusion of that subcommittee to the effect. that the point 4 
program has served the interests of the United States with a high 
degree of effectiveness. The program has made an important contri- 
bution to other nations in public health, education, and similar basic 
fields. It has brought a return to this country in friendship, m scienti- 
fic and cultural exchange and in enlarged opportunities for trade and 
investment, 

The technical cooperation program is not without shortcomings, 
These have been pointed out in the reports of the subcommittee 
previously mentioned and reports of its individual members as well as 
in reports to this committee. 

Technical cooperation should be concerned with the basic needs of 
less developed nations. There has been some tendency in the past, 
however, to spread technical aid into other fields. Apart from this 
tendency, most of the shortcomings of the program are of an admin- 
istrative nature. With changes in emphasis and administrative im- 
provements, technical assistance can continue to serve the long-range 
interests of the United States. 


2. Development aid 

While technical assistance stands on its own, insofar as its contribu- 
tion to the national interest is concerned, the program is the pre- 
cursor and is closely related to another major type of nonmilitary 
assistance, aid for the economic development of other countries. 

Under present legislative and administrative practices, it is vir- 
tually impossible to isolate the amount of assistance that is actually 
being allocated for economic development purposes. Although title 
II in the present Mutual Security Act covers this type of aid, it is 
clear that expenditures otherwise authorized, notably for defense 
support, are also used for this purpose. 

he economic development of other independent nations is in the 

interest of the United States. If such development takes place in 
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the pattern of free institutions it is likely to be a contributing factor 
to international stability and peace. It is likely to increase the op- 
portunities for mutually advantageous trade and investment. It is 
likely to enlarge the availability of basic resources which this country 
and others will require in increasing amounts in the years ahead. 

The committee believes that if the development of other countries 
derives from a judicious use of their own resources and sound fiscal 
policies, capital provided from this country to assist in the process 
can and should ultimately be repaid. That this view of the develop- 
ment process is widely shared abroad is substantiated to some extent 
by the reiterated testimony that less developed countries prefer 
loans to grants as a form of assistance from abroad. It is supported 
by the extent to which private investment overseas has already taken 

lace over the past decade and the profitable returns which it has 
fevighst: It is supported by widespread acceptance of the proposition 
that gifts generate dependence whereas loans encourage independence. 
It is sustained by the excellent record of repayment on the develop- 
ment loans made by the International Bank and the Export-Import 
Bank. Finally, it should be noted that aid provided by the Soviet 
Union to the less developed non-Communist nations has been extended 
almost in its entirety on the basis of eventual repayment. 

While development aid has undoubtedly made some contribution, 
the committee doubts that such aid, whatever it may be called under 
the present foreign aid program, has been as effective as it might be in 
contributing to economic growth abroad. It has been a mixture of 
loans and grants without clear economic criteria for the one or the 
other. It has been provided for a variety of political, economic, and 
other purposes with inadequate regard either to the economic capacity 
or to needs of recipient countries. 

This unsatisfactory situation is likely to continue unless what is 
clearly economic development aid is isolated from other types of aid. 
It is likely to continue until development aid ceases to be advanced 
for a complex of political, military, and economic purposes, 

If aid for the economic development of free nations is valid at all 
in terms of the national interest, and the committee believes that it is, 
then it ought to be separated as far as practicable from aid for other 
ends and concentrated on development purposes. Unless this separa- 
tion is made there is little likelihood that development aid will ever 
be placed on a sound financial basis with expectation of eventual 
repayment to the United States, as the committee feels can and 
should be done. 

The committee acknowledges the view of the Secretary of State 

that a new means, such as a revolving development fund, is needed 
to provide development assistance to other nations. As the com- 
mittee understands this proposition, it will involve the extension of 
credit, in addition to that provided by the existing facilities of the 
Export-Import Bank and the International Bank and private enter- 
— to stimulate a higher rate of economic development in other 
ree countries. The committee is not satisfied, however, that the 
proposal for a revolving development fund, if this were to involve 
solely a budgetary device within the International Cooperation 
Administration, will provide the kind of businesslike arrangement 
that is needed, 
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The committee points out that the International Bank and the 
Export-Import Bank are already deeply engaged in making loans for 
development abroad on a businesslike basis. These banks supple- 
ment the international flow of capital from private sources. 

Presumably, the proposed revolving fund would operate on a non- 
competitive basis with these other facilities for moving capital abroad. 
In this connection there has been much discussion of “soft loans’ ag 
the key credit device of the proposed development fund. 

The committee cautions against visualizing “soft loans’ as a kind 
of panacea. ‘Soft loans’? must not become merely another name for 
grants and they must not be allowed to work financial havoc with 
the sound fiscal devices of international finance already in operation. 
An indiscriminate use of “soft loans’’ could have those effects. 

The committee points out that the term “soft loans” is not em- 
ployed either in banking or in legislation. Inasmuch as this term has 
been used in connection with the proposed development fund, it 
would be well to have clear what the committee understands to be 
its meaning. 

The phrase “soft loan” is not viewed by the committee as a way 
of describing a loan not expected to be repaid. To the committee 
the phrase ‘‘soft loan’? means a loan with a commitment to repay 
and a reasonable expectation that the borrower will ultimately have 
the capacity to repay. The committee envisages that such loans, 
however, may be at a lower rate of interest and extend over a longer 
a of time than is now the general practice. The committee 

elieves, nevertheless, that it is essential that any nation seeking to 
promote its economic development should accept responsibility with- 
out equivocation to repay loans whether of the “hard” or “soft’’ 
variety. 

The committee notes that one of the characteristics attached 
to the term “soft loans” is that they are loans which though made in 
dollars might be repayable in local currencies. While not ruling out 
this possibility, the committee calls attention to the fact that there 
has already been a heavy accumulation of such currencies by the 
United States Government through the sale of agricultural surpluses 
and the supply of various types of aid. There does not seem to be 
a sufficient awareness in the executive branch of the potential con- 
sequences of this accumulation. Until a better understanding is 
obtained of the implications of large local currency holdings by this 
Government, it would appear to be desirable to go slowly in adding 
to them. 

The committee suggests, further, that while “soft loans’’ may have 
general utility there are other financing devices as, for example, direct 
and indirect investment such as debenture holdings which might 
be a more suitable utilization of the proposed development fund. 
Rather than additional lending facilities, the present need may be 
for a greater use of existing facilities and for other methods of moving 
risk capital abroad in a fashion which stimulates a higher rate of 
economic activity without undermining the existing international 
credit structure. 


8. Supporting assistance 


In addition to technical assistance and economic development aid, 
there is a third broad category of nonmilitary aid now being supplied 
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under the mutual security program. It has only indirect connection 
with the purposes of either technical or development assistance. 
However, it is administered together with both and is frequently 
confused with both. This category, perhaps best described as sup- 
porting assistance, involves expenditures for what are primarily mili- 
tary, political, and humanitarian purposes. It is by far the largest 
portion of the grants provided for nonmilitary aid. The category 
includes, for example, part of what is now called defense support, 
the President’s special funds and a variety of other programs. 

Supporting assistance is designed to serve highly important national 
ends. It enables allied and friendly nations, notably those in Asia, 
to support larger defense forces than would otherwise be the case 
against the threat of communist aggression. It is a significant factor 
in forestalling communist uprisings in critical countries such as 
Guatemala. It enables the President to act with flexibility in emer- 
gency situations such as that of the political refugees during the 
Hungarian uprisings and that created by recent events in the Middle 
East. It makes possible an expression of this country’s humanitarian 
concern over situations brought about by famines or natural calamities 
in other lands as, for example, relief to Haiti after Hurricane Hazel 
in 1955. 

The need for supporting assistance arises from conditions beyond 
the control of this country. The United States did not create the 
threat of Communist aggression and it cannot abandon free people 
who, with our cooperation, have established large forces to resist 
aggression from that source. ‘The existence of such forces frequently 
necessitates supporting aid. Further, if assistance can be an effec- 
tive factor in guiding political developments toward stability and 
freedom in areas of critical importance to the security and well- 
being of the United States, it is clearly in the interests of this country 
to provide that assistance rather than to risk a greater involvement 
by waiting until conditions in those areas degenerate into chaos. 
Finally, the committee would note that no people is immune to 
natural catastrophes and it is in the religious and historic traditions 
of this country to do what we can to meet the needs of those so 
afflicted. 

Having recognized the importance of supporting assistance, the 
committee must note certain dangers inherent in its use. It is a 
characteristic of independent peoples that while they may be com- 
pelled to accept supporting assistance because of a military or political 
situation that is beyond their immediate power to control, they do 
not normally relish such assistance. They, no less than ourselves, 
ought normally to be anxious to reduce this element of dependency 
as rapidly as possible. Unless steps are taken promptly to bring 
about such a reduction, supporting assistance is likely to become 
increasingly an irritant in our relations with them. 

The committee also notes that the use of material assistance to 
influence political developments in critical areas and countries is not 
without dangers of a costly long-range involvement in the internal 
affairs of other nations. Such an involvement may not necessarily 
be either in our interests in the light of its costs or in theirs if it inhibits 
their initiative in making essential internal improvements. 

The committee emphasizes that available resources for foreign aid 
programs are not endless, Whether they will be adequate to meet 
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tthe most important needs of the Nation depends heavily on care and 
restraint in designating ‘‘critical areas’? and ‘‘emergencies” in which 
the use of supporting aid is justified in the national interest. If 
“critical areas” becomes synonymous with the entire non-Communist 
world and “emergency” situations become the commonplace, then 
this country will hardly be able to sustain such a burden. We may, 
as a result, be unable to act in crises and situations which urgently 
eall for action. 

Supporting assistance, in short, must be constantly and carefully 
adjusted to worldwide political and military realities, and this adjust- 
ment is not likely to be made unless it is kept under constant scrutiny 
by both the President and the Congress, 


D. PRESENT ADMINISTRATION OF FOREIGN AID 


‘The administration of foreign aid presents very complex and diffi- 
cult problems. It involves the coordination of Federal departments 
and agencies as well as coordination of our policies respecting several 
international organizations engaged in related activities. 

The administration of military aid requires the services overseas 
of almost 11,000 military and civilian employees of the Department 
of Defense, plus additional foreign employees recruited abroad. 

To carry on nonmilitary aid programs over 6,500 Federal personnel 
are employed in this country and abroad. In addition, the Inter- 
national Cooperation Administration employes 3,000 foreign nationals, 
About 1,300 more Americans plus local personnel and third-country 
nationals are employed under contract with private firms, organiza- 
tions, and universities. These contracts involve some $45 million a 

ear. 

United States aid programs of one kind or another operate in about 
40 countries in virtually every part of the world. Each of these coun- 
tries presents unique problems of administration. 

The committee has no desire to minimize the difficulties involved 
in administering foreign aid. It also acknowledges the expressed 
desire of the executive branch to cope with these difficulties. A great 
deal of informed criticism, however, has been and continues to be 
directed at shortcomings in the administration of aid programs. The 
criticism arises not only from private citizens but from the firsthand 
observations of members of the committee and the findings of other 
committees and Members of Congress. 

It goes without saying that foreign aid, no less than any other 
activity, will not achieve results commensurate with costs unless it 
is artfully administered. Nor will higher expenditures necessarily 
compensate for inadequacies in administration. On the contrary, 
higher total expenditures without correction of basic shortcomings 
may render the objectives of foreign aid even more elusive. 

It is the committee’s view that the present shortcomings in the 
administration of foreign aid arise from three principal causes: (1) In- 
adequacy of the coordination of aid programs; (2) ineffectiveness of 
the personnel and contracting policies of the International Coopera- 
tion Administration; and (3) deficiencies in the operation of the 
country programs. 

The committee takes cognizance of the inclination of the executive 
branch to ascribe many of the administrative shortcomings of the 
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rograms to what it regards as the inflexibility of the legislation on 
foreign aid. Part of the peotienoay of the Secretary of State, for 
example, stressed this point. This factor will be considered in a sub- 
sequent section of the report. 

The problem, however, is much broader than any existing inade- 
quacies in legislation. At heart, administrative deficiencies reflect 
the confusion, already noted, over the purposes of foreign aid. Unless 
it is clear where foreign aid fits in total foreign policy and how each 
of the parts of foreign aid are expected to serve the national interest, 
there is little likelihood that any design for the administration of 
foreign aid will achieve a high degree of effectiveness. 

During the hearings the contention was frequently made that the 
administration of foreign aid has not been allowed to settle down. 
This comment is a reference to the fact that responsibility for coor- 
dinating the principal administering agencies has been shifted over 
the years from the State Department to the White House and halfway 
back into the State Department while at the same time a series of 
operating economic aid agencies with various degrees of independence 
have come and gone. Changes of this kind undoubtedly produce 
temporary difficulties in administration. Until the foreign aid pro- 
grams find their place within the policies of the United States, how- 
ever, more changes and adjustments should be anticipated. The 
executive branch, no less than the Congress, must have sufficient 
flexibility to make these necessary changes and adjustments, 


1. Inadequacy of coordination 


As already noted, foreign aid includes military, technical, economic 
development and supporting assistance. The first, military aid, is 
now administered by the Department of Defense. The others are 
administered almost wholly by the International Cooperation Admin- 
istration, & semiautonomous agency within the Department of State. 

In recognition of the implications of both military and nonmilitary 
aid to foreign policy, the President has placed primary responsibility 
for coordination with the Secretary of State. The latter, however, 
has delegated much of this reaponsibility to the Director of the Inter- 
national Cooperation Administration. 

The committee has grave doubts whether these arrangements permit 
an adequate introduction of considerations of total foreign policy into 
foreign aid programs or provide a clear line of responsibility for these 
programs, 

In the first place, the position of the Secretary of State is ambiguous. 
The extent to which he is responsible for the policy and operations of 
nonmilitary aid is not clear, While in theory the Secretary of State 
has responsibility for both the policy and operations of the Inter- 
national Cooperation Administration, both have been delegated to 
= Director of that semiautonomous agency within the Department 
of State. 

Similarly, while it is clear that the Department of Defense adminis- 
ters the military aid program, it is not clear where responsibility lies 
for fixing the foreign policy considerations within which that Depart- 
ment operates. Presumably, this responsibility should lie with the 
Secretary of State, but it has also been delegated to the Director of 
the International Cooperation Administration, 
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Can this Director wield sufficient authority in the executive branch 
to resist the normal pressures and conflicting claims for funds which 
are to be found in any governmental undertaking as large as foreign 
aid? Can he be expected to be fully cognizant of the intricate foreign 
policy considerations which must ‘go into military aid or into the 
various types of nonmilitary aid programs which his own semiauton- 
omous agency administers? 

These, and similar questions, and the fact that the International 
Cooperation Administration apparently has principal responsibility 
for presenting annual programs of all types to the Congress, point to 
the likelihood that coordination of aid programs at the present time 
represents coordination by interagency accommodation rather than 
concerted action directed in a positive fashion in support of the 
interests of the United States. 

The interrelationship of the Department of Defense, the Department 
of State, and the International Cooperation Administration is only one 
aspect of the problem of coordination. Foreign aid bears a close 
relationship to the activities of the Export-Import Bank. The same 
is true in regard to the disposal of surplus agricultural products 
abroad by the Department of Agriculture under Public Law 480 and 
overseas activities of other departments and agencies of the executive 
branch. The committee has received indications that present ma- 
chinery for coordination of foreign aid with these related activities 
ow well be inadequate for serving fully the interests of the United 

tates. 

Finally, there is the question of coordination of the aid programs 
which this country pursues on a bilateral basis with those undertaken 
by international organizations such as the International Bank, the 
United Nations and various specialized agencies, and the Organization 
of the American States. The committee recognizes that the policies 
of these organizations are not subject to unilateral control by the 
United States. In view of the large contribution of this country to 
their resources, however, the United States delegations are not without 
considerable influence in the formulation of the policies of these 
organizations. 

The committee is not satisfied that the work of these United States 
delegations, insofar as it involves matters related to foreign aid, is 
effectively coordinated with the bilateral aid programs. The commit- 
tee has had many reports of overlapping and conflicting activities on 
the part of the international organizations and the United States 
International Cooperation Administration. 

There is little to indicate that the International Cooperation 
Administration and the United States delegations to the international 
organizations are doing as much as they should to correct this situa- 
tion. 


2. Personnel and contracting practices 

The administration of aid programs involves the employment of a 
large number of United States officials in many countries. It requires 
military and technical skills and, not infrequently, language skills. 
Further, it requires personnel adaptable to work in different cultural 
environments and sometimes in areas of considerable hazard to health. 

The reports which the committee has received indicate that the 
present methods of selection, training and assignment of personnel for 
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military aid work by the Department of Defense are more effective 
than those pursued by the International Cooperation Administration 
in connection with nonmilitary aid operations, It should be noted, 
however, that military personnel for administering aid programs are 
under military discipline and are members of a career service. They 
are drawn from the great reservoir of the regular defense departments 
so that wide possibilities of selection are automatically provided. 
Furthermore, the military services have the financial resources to per- 
mit rather extensive training, including language schooling for the 
specific foreign aid assignments. 

The International Cooperation Administration, on the other hand, 
must compete with other governmental agencies and private firms 
and organizations for the relatively scarce personnel having the 
requisite skills for operating the nonmilitary aid programs. Under 
present circumstances, it cannot offer very attractive terms of employ- 
ment, nor does it have, apparently, resources for sufficient training of 
personnel prior to assignment. 

Notwithstanding these limitations, the committee believes that the 
problems of personnel respecting nonmilitary aid are in substantial 
measure the result of past and present personnel policies of the 
administering agencies and the executive branch generally. For 
example, a policy of decentralizing control over personnel, in the 
predecessor agency, the Foreign Operations Administration, added to 
the difficulties of recruitment. This policy discouraged the practice 
of making use of technicians on temporary loan from other depart- 
ments of the Government. Such arrangements had the virtue of 
providing secure tenure in their parent agency to competent technical 

ersonnel needed on a temporary basis for foreign aid operations. 
it had helped to avoid the building up of a new duplicate bureaucracy 
in the aid agency. 

The International Cooperation Administration has used private 
firms and universities on contract to carry out parts of the aid pro- 
grams. It has not, however, made effective use of this device. The 
committee is disturbed by the number of communications it has re- 
ceived from universities which are highly critical of the ineffective 
administration of contracts. 

The contracting device, properly used, makes possible the recruit- 
ment of able personnel. It can also help to reduce Government per- 
sonnel for carrying out nonmilitary aid. It has not been so used. 

The committee takes note of the assurances received from the 
Director of the International Cooperation Administration that 
improvements are being made in personnel policies and in procedures 
to encourage greater use of contractors in the operations of the 
program. It hopes such is the case and that the improvements will 
be made promptly. The evidence presented to the committee sug- 
gests that the administration of contracts by the International Coop- 
eration Administration in the past has involved such excessive red 
tape as to discourage many private organizations and universities 
from continuing even the limited cooperation that now exists. In 
several instances universities carrying on contracts with the Inter- 
national Cooperation Administration have abandoned programs be- 
cause of unsatisfactory working relationships with the agency. 
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8. Deficiency in the operations of the country programs 

The committee has received a great deal of information critical of 
specific aspects of the operation of the aid programs overseas and 
suggestions for their improvement. These criticisms and suggestions 
are detailed in the studies and hearings already made public. What 
they add up to in effect can be summarized in the following 
conclusions: 

1. The planning of both military and nonmilitary aid for specific 
countries is not effective. Planning is frequently of a makeshift 
nature, related to preparation of “‘illustrative programs” never to be 
executed and frequently ill-suited to the needs and capabilities of 
the recipient nations. Both planning and operations are complicated 
by excessive paperwork both within the responsible agencies in Wash- 
ington and as between those agencies and the operating missions 
abroad. Delays in getting agreed programs under way are frequently 
so excessive as to inhibit their impact. 

2. Present means of providing aid normally involve grants of a 
wide variety of commodities. These commodities are sold on the 
local markets of recipient nations to generate local currencies for the 
expenses needed to maintain indigenous military forces and to sup- 
port other aid activities. The committee has received reports indi- 
cating that in countries where the standard rate of exchange is at 
sharp variance with the real value of the local currency, this tech- 
nique involves a most serious waste of aid funds. At the same time, 
it permits excessive profits to be made from this aid by a relatively 
few local inhabitants, a situation which can be seriously demoraliz- 
ing to a populace which is called upon to make deep sacrifices to 
resist Communist encroachments. Field personnel are aware of this 
problem and disturbed by it but so far agreement has not been 
reached with local governments to rectify the situation nor have 
current methods for providing aid been revised. This is a high level 
problem that should be adjusted immediately in Washington in order 
to prevent further waste of aid funds. 

3. Relations between the various United States aid agencies in the 
field leave much to be desired. In theory, all such agencies operate 
under the general supervision of the Ambassador and indeed they must 
do so if United States policy is to be effectively coordinated. In 
practice, however, there are a number of agencies abroad with per- 
sonnel greatly in excess of those in the diplomatic corps who take 
direction from and report to separate agencies in Washington. This 
means that coordination in the field, as in Washington, is likely to be 
a matter of agency accommodation rather than positive integration of 
action in support of the national interests. 

4. The size of aid missions may be excessive. This is part of & 
more general question of the magnitude of our total official represen- 
tation abroad and can hardly be considered apart from it. In fact 
the size of nonmilitary aid establishments has declined drastically in 
Europe but it has expanded at a rapid rate in certain Asian countries 
in recent years. 

E. SHORTCOMINGS IN LEGISLATION 


At the present time provision is made for foreign aid in a single 
legislative package through annual authorizations and appropriations 
within the framework of the Mutual Security Act of 1954 (as amended). 
Public Law 480 (83d Cong.) serves related purposes through the dis- 
posal of surplus agricultural products abroad. 
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The Mutual Security Act of 1954 authorizes expenditures by the’ 
President for military assistance, defense support, development 
assistance, technical assistance, and for other specialized purposes. 
It permits the preponderance of this aid to be supplied in the form of 

ants. 
eThe uses to which authorized expenditures may be put by the Presi- 
dent are indicated in broad outline in the legislation but considerable 
flexibility is permitted in transferring these funds from one purpose to 
another. The President is also allowed a special fund for use at his: 
discretion to achieve the purposes of the act. 

The act also permits the President wide latitude in establishing the 
type of administrative organization with which to carry out the foreign 
aid program. In any event, additional authority for this purpose is 
found in the Reorganization Act of 1949. 

The principal criticisms which have been directed at the mutual 
security legislation during the course of this inquiry concern the 
following: (1) The intermingling of programs with varied purposes, 
notably military and “economic” aid in the same legislation; (2) the 
failure of the legislation to permit sufficient flexibility in the adminis- 
tration of the aid programs; and (3) as a corollary, the failure of the 
legislation to permit long-range foreign aid planning and operations. 


1. Intermingling of programs 


As already noted, the term “foreign aid,” as now generally used, 
embraces a multitude of programs with varied objectives, and this has 
undoubtedly contributed to confusion at home and abroad as to the 

urposes, magnitude, and value of specific parts of foreign aid. The 
egislation, similarly, intermingles these purposes under the Mutual 
Security Act. Even though purposes are differentiated and funds for 
these purposes are isolated in specific titles and chapters of the leg- 
islation, the attempt to provide greater flexibility in administration 
and in the use of expenditures as between one title and another has 
led to an obscuring of the differences. 

The committee has received considerable testimony urging a separa- 
tion of military foreign aid from nonmilitary assistance. ‘The execu- 
tive branch has recommended, for example, that both military aid and 
that portion of defense support aid which is clearly for military support 
oe should be included in the budget of the Department of 

efense. This proposal would make possible a clearer distinction 
between military and nonmilitary aid. On the other hand, such 
legislation might result in a loss of some congressional control over 
the largest element of foreign aid by burying it in the budget of the 
Department of Defense. It would raise questions concerning the 
appropriate committee consideration in Congress with respect to this 
aid. It might also make more difficult the exercise of necessary foreign 
policy direction within the executive branch over the use of military 
aid funds. 

The committee believes that the important point in this question 
is that a distinction be drawn in legislation not only between military 
aid and nonmilitary aid but between the several distinct types of aid 
programs already delineated; namely, military aid, supporting 
aid, technical aid, and development aid. While the committee be- 
lieves that there may be merit in the proposal to place military aid 
funds with the Department of Defense, it notes that this proposal 
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deals with only one part of the problem. As indicated in its recom- 
mendations, the committee does not foreclose other approaches. 


2. Flexibility 

The committee notes that the executive branch witnesses and others 
have been highly critical of an alleged lack of flexibility in the Mutual 
Security Act and the appropriating legislation. This criticism has 
been directed principally to legislative requirements concerning the 
obligations oor expenditure of public funds. The committee is not 
aware, however, that the restrictions which apply to the use of funds 
for foreign aid are significantly more stringent than those which apply 
generally to other public funds except in the case of certain appropria- 
tions for the Department of Defense. In any event, during the course 
of the inquiry, the International Cooperation Administration did not 
contend that they were more stringent. 

The committee believes that the Congress should do what is possible 
to facilitate the administration of aid programs and will discuss fiscal 
procedures relating to this problem in a subsequent section. It does 
not believe, however, that the Congress should invite executive irre- 
sponsibility in administering foreign aid by abandoning legislative 
controls. It can see no reason for making a general exemption of 
foreign aid funds from normal fiscal controls. 

The legislation already permits transfers of substantial funds, as 
between titles of the Mutual Security Act, in the interests of flexibility. 
Further, the legislation provides a substantial sum which may be used 
at the complete discretion of the President for foreign aid purposes. 
This flexibility, while it has undoubtedly had some administrative 
advantages, has also had adverse consequences. It has contributed 
to the intermingling of specific programs of foreign aid and has made 
it extremely difficult to evaluate those programs—to separate the 
wheat from the chaff. It has also had the effect of confusing diverse 

urposes, thus contributing to misconceptions of foreign aid both at 
10me and abroad. 


8. Long range 

The committee notes that the Fairless Committee and the Inter- 
national Development Advisory Board, in recent reports to the Presi- 
dent, indicated that the national interest requires the continuance of 
foreign aid in some form or another for some time to come. Executive 
branch witnesses and a number of others who appeared before this 
committee sustained this view. The substance of these observations 
is that foreign aid should be regarded as a long-range undertaking 
and that the legislation should reflect this concept. 

The committee believes that the question of long-range aid can be 
considered in an intelligible fashion only as it is analyzed in terms of 
specific aspects of foreign aid. Long-range aid may offer advantages 
in some programs but not in others. Unless this differentiation is 
made, long range becomes a catchword with perhaps dangerous impli- 
cations for the constitutional system of checks and balances and the 
powers of the Congress, 

Accordingly, the committee reverts to its earlier classification of the 
four principal types of foreign aid now being provided: military aid, 
supporting aid, technical assistance, and development assistance. It 
reaches separate conclusions as to the applicability of the long-range 
concept for each of these types. 
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Military aid.—With respect to legislative authorizations for military 
aid, the committee believes that the need for this program stems from 
the needs of national defense which in turn are governed in large 
measure by the state of weapons development and the general inter- 
national situation. There is no doubt that a program of military aid 
is now needed. As already noted, however, it is not clear to the com- 
mittee whether military aid is well adjusted to our total strategy of 
defense. Pending clarification of this question any action by the 
Congress to provide a permanent legislative authorization for appro- 
priations for military aid would deny to the Senate the benefits of an 
annual review of military aid policy by its competent committees. 

Supporting aid.—Supporting aid as previously described in this 
report is extended for a mixture of military, economic, political, and 
humanitarian purposes. With respect to legislation affecting support- 
ing assistance the committee reaches much the same conclusion as in 
the case of military aid. It is in the national interest to continue 
to provide support to free nations in critical areas, under external and 
internal Communist pressures. However, the degree of pressure can 
change; so, too, can the areas in which it is applied. Similarly, in- 
ternal pressures in any given country can abate. The committee be- 
lieves that any changes in legislation which would deny to the Senate 
an annual review of supporting aid would raise dangers of a failure 
to adjust this aid to changing circumstances. It would raise dangers 
of an undue expansion of supporting aid programs and unnecessary 
and excessive demands on the resources of this country. 

The committee recognizes that emergencies of a political or humani- 
tarian nature may develop subsequent to the passage of authorizing 
legislation. It is for this reason that Congress already provides a 
discretionary fund for the President under existing legislation. If 
the country is to meet such emergencies in the future, this special 
fund must continue to be available to the President. 

Technical assistance.—As noted, the committee believes that the 
technical cooperation program has established its utility to the Nation 
in its own right and that this can continue to serve our interests for 
many years to come. The committee cannot see any reason for not 
making that conclusion clearer in the legislation, if the executive 
branch feels that it is necessary and useful to do so. It can also see, 
however, a value in continuing to require annual legislative authoriza- 
tions for this program, at least for the next 2 or 3 years. The com- 
mittee’s review which precedes such authorization will permit the 
Senate to observe the degree to which the recommendations of the 
Subcommittee on Technical Assistance Programs are applied in 
practice. 

Development assistance—Most of the testimony concerning the 
need for long-range aid was directed to what, in effect, is development 
assistance. It was for this purpose that the Secretary of State pro- 
posed a revolving development fund. As already noted, the com- 
mittee believes that the economic progress of other nations in the 

attern of freedom is in the national interest of the United States. 

t also believes that if this aid is provided on a sound financial basis 
it can be reimbursable. It is not likely to be placed on such a basis, 
however, as long as the legislation for development assistance is inter- 
woven, as it now is, with legislation involving primarily military, 
political, and other purposes, 











26 FOREIGN AID 


Present legislation does not permit the Congress to control ade- 
quately the amount of public funds going into development assistance. 
It is also inadequate to establish an instrumentality for providing 
development assistance, effectively administered on a businesslike 
basis, properly coordinated with the operations of the Export-Import 
Bank, United States participation in the International Bank and the 
flow of private investment capital abroad, 


V. RECOMMENDATIONS ON Fore1GN Arp PRoGRAMS 
A. CLARIFICATION OF OBJECTIVES OF POLICY 


The objectives of the various foreign aid programs should be 
separated, refined, and restated, as necessary, by the executive 
branch and the Congress. 

All foreign aid undertaken by the United States should serve the 
national interests of the United States. There are, however, diverse 
national interests involved in our relations with other nations and 
various types of foreign aid programs by which these interests may 
be served. 

The committee recommends that the following be regarded as 
appropriate objectives of foreign aid, to be pursued, as necessary, by 
separate aid programs: 

1. To increase the effectiveness of the military defense of the Nation 
and to lower its total cost to the people of the United States. 

2. To stabilize situations in other countries to the extent that such 
situations involve the critical security and political interests or the 
humanitarian concern of the United States. 

3. To promote friendly cooperation with countries seeking technical 
assistance in modernizing their societies. 

4. To encourage the evolution of free political and economic systems 
in other independent nations by assisting them, on a self-liquidating 
basis, in their economic development. 


B. MILITARY AID POLICY 


Military aid should be continued and efforts consistent with na- 
tional security should be made to reduce the rate of expenditures. 

The committee finds that military aid is essential to the national 
defense and recommends that it be continued. On the basis of its 
inquiry, it believes immediate reductions in costs are possible and 
notes that in recent weeks the President has proposed a saving of 
$500 million in his January budget estimates. The committee urges 
the President to continue to examine the budgetary estimates for 
military aid for fiscal year 1958 with a view to additional reductions. 
In this connection the committee calls attention to three specific 
questions: (1) The suitability of the level of military aid and the 
types of arms being provided to less developed countries; (2) the 
possibility that competition for arms aid among recipients is adding 
unduly to the cost of the program; (3) the possibility that, in planning 
foreign aid programs, insufficient consideration is given to the impact 
of arms aid as a factor in generating increased needs for supporting aid. 

The committee further recommends that the appropriate standing 
committees of the Senate make a broad inquiry into the present 
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relationship of military aid to the strategic:concept of the defense 
of the United States in order to determine the effectiveness of the 
interrelationship and to make recommendations on permanent policy 
with respect to military aid. 


C. NONMILITARY AID POLICY 


1. Supporting aid should be continued and efforts consistent with 
national security should be made to reduce the rate of expenditure. 

The committee believes that the continuation of supporting aid, 
which goes in large part to peoples under critical threat of Communist 
aggression or subversion, is in the national interest. It also believes 
that reductions in the budgetary estimates for fiscal 1958 are pos- 
sible, and to that end urges the President to reexamine immediately 
those estimates country by country. In this connection, it calls 
special attention to the following: (1) The question of unrealistic 
exchange rates as they affect the cost of supporting aid; (2) the ques- 
tion of the adequacy of the criteria now being employed by the execu- 
tive branch in determining areas of critical importance to the United 
States and emergency situations; and (3) the question of separating 
from what is now defense support that aid which in fact should be 
classified as development assistance. 

The committee further recommends that the Committee on Foreign 
Relations study in detail the operation of supporting aid in countries 
where it has assumed significant proportions and an apparently con- 
tinuing status, with a view to recommending measures for orderly 
reduction of such aid and, where possible, its elimination through more 
intensive economic development of such countries over a definite 
period of time. 

2. Technical assistance should be continued substantially as at 
present. 

The committee recommends full support of this program. It 
recommends further that the executive branch begin now to consider 
additional ways in which this program, now named technical co- 
operation, may actually be made more cooperative in fact. 

3. Economic development assistance should be put on a repayable 
basis through the mechanism of a development fund. 

For reasons noted in its conclusions, the committee recommends 
discontinuance of grants for development assistance, except insofar 
as technical aid may contribute to this end. It urges, further, that all 
funds for development assistance be centralized in the proposed 
development fund. The concept of this fund must not be that of a 
new name for grants or solely that of a new source of loans on easy 
terms. ‘The concept should be such as to permit the fund to sup- 
ant the lending operations of the Export-Import Bank and the 

nternational Bank, to promote the flow of private capital abroad and 
to encourage the development of private enterprise within recipient 
countries. As already noted, there are banking and financing devices 
in addition to loans which might well be encompassed in this concept. 
It is possible, for example, to envisage the revolving fund being used 
for joint investments with private enterprise or for the acquisition of 
debentures in national and regional development banks of a quasi- 
public nature established by other countries. The fund should be so 
operated as to encourage expanding participation by private enter- 
prise in international development. 
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D. ADMINISTRATION OF AID PROGRAMS 


1. Military aid should be administered by the Department of 
Sy Neg with foreign policy direction of this aid vested in the Secretary 
of State. 

Present legislation does provide for an administrative arrangement 
of this kind. In practice, the Department of Defense does carry out 
the military aid program. As noted, however, the responsibilities 
of the Secretary of State for providing foreign policy direction to 
military aid have been delegated to the Director of the International 
Cooperation Administration. The committee doubts that the Direc- 
tor is in an influential enough position to provide the type of foreign 
poe direction which must be provided if military aid is to work 

armoniously with other aspects of foreign aid and foreign policy. It 
strongly urges that the Secretary of State assume responsibility for 
giving foreign policy guidance to military aid. 

a. Responsibility for supporting aid should rest with the Secretary 
of State. 

Supporting aid must be responsive to continuing changes in the 
international situation and to events in recipient countries. Primary 
responsibility for registering and interpreting these changes into 
foreign policy rests with the Secretary of State. 

The committee is aware of the reluctance of the present Secretary of 
State to include operating functions in the Department of State. It 
is also aware of the already heavy burdens of his office in making and 
administering policy. Operating functions connected with foreign 
aid will increase these burdens. The committee notes, however, that 
the instruments of government can hardly be designed effectively if 
they must be continually reshaped to meet the changing predilections 
of changing incumbents. 

The committee does not, at this time, recommend that Congress 
insist upon a full merger of the International Cooperation Administra- 
tion with the Department of State. The logic of such a move is in any 
event already compelling such mergers in many United States diplo- 
matic posts abroad, notably in Europe. The committee believes these 
mergers are in the interest of more effective and efficient operations 
and it invites the attention of the executive branch to them. It 
suggests that the Secretary of State reexamine his position on this 
question with a view to continuing and speeding up the process of 
integration of the International Cooperation Administration into the 
Department. 

So long as the International Cooperation Administration continues 
to exist, the committee urges clarification of its present ambiguous 
status as a “semiautonomous” agency within the Department of 
State. It recommends, in this connection, that responsibility for 
supporting aid rest with the Secretary of State. 

3. Consideration should be given to separating the administration 
of technical assistance and the proposed development fund from the 
administration of other forms of foreign aid. 

These two types of aid do not normally have immediate political 
or military impact. Their long-range effect on our relations with 
other nations, however, may be of the greatest significance. If 
technical assistance and development assistance continue to be 
administered together with supporting aid, as at present, their long- 
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range purposes are likely to be obscured and their impact reduced 
by their being confused with more urgent. needs of foreign policy. 
Furthermore, the committee sees little prospect of placing all develop- 
ment assistance on a repayable basis, as can and should be done, if 
the intermingling persists. 

To make the maximum economic use of the proposed development 
fund, its operations must be closely coordinated with those of other 
sources of capital which flows abroad. The committee recommends 
therefore that consideration be given to vesting control of the proposed 
development fund in a Government corporation which would include 
on its board of directors representation drawn from the Export-Import 
Bank, from the United States directorate on the International Bank, 
from the Department of State, and from the Department of Commerce. 

4. Present coordinating arrangements for interrelating foreign aid 
policies with other activities abroad should be reexamined by the 
President and the Senate and revised as necessary to insure greater 
effectiveness. 

The committee calls attention to the fact that activities of the De- 

artment of Agriculture, the United States Information Agency, the 
Report Tapert Bank, and other agencies and departments as well as 
those of United States delegations to various international organiza- 
tions bear a close relstionstit to the administration of foreign aid. 
The committee believes that the need exists to study, clarify, and 
improve existing procedures for coordination of these various activities 
and urges both the appropriate authorities in the executive branch and 
the Pat committees of the Senate to examine this problem in 
detail. 

5. Personnel policies for foreign aid administration should be 
reexamined by the executive branch in the light of the committee’s 
other recommendations with a view to securing satisfactory conditions 
of employment for essential personnel while limiting the number of 
this personnel by utilizing, where appropriate, private contractors and 
universities and skilled personnel from other Government depart- 
ments in carrying out the aid programs. 

To the extent that the committee’s other recommendations are 
applied, the committee believes that a substantial contraction in the 
number of officials engaged in foreign aid operations can be antici- 

ated and, with it, increased effectiveness in these operations. So 
ong as foreign aid is continued, however, the need will exist for 
capable Government employees—military and civilian—of high com- 
petence in these operations. ‘These employees should have satisfac- 
tory conditions of employment and tenure as in fact those from the 
Department of Defense now have and those of the International 
Cooperation Agency would have if this agency were fully integrated 
into the Department of State. 

To minimize the number of aid personnel, the committee urges that 
maximum utilization be made of technically competent employees 
from other departments of the Government on a temporary basis in 
connection with foreign aid operations. It also urges improvement of 
present contracting procedures to encourage wider participation on the 
part of universities and private organizations and firms in these 
operations. 
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E. LEGISLATION 


1. Future legislation should make clear the distinction of purpose 
and function as between these principal categories of aid: military aid, 
supporting aid, technical assistance, and economic development 
assistance. 

The committee notes that the legislative question involved in this 
recommendation is not so much one of whether these various types of 
aid are provided for in a single piece of legislation or in two or more, 
The important point is that whatever form the legislation takes, the 
purposes of each type of aid should be clearly demarcated and expendi- 
tures of funds earmarked for each type should be directed to its 
specific purposes. Unless this is done, it will not be possible for the 
people of the United States or the Congress to understand either the 
distinct objectives or the magnitude of the various programs. It will 
not be possible to form an evaluation of their varying efficacy. It 
oc a be possible, in short, to control these programs in a responsible 
ashion. 

With particular reference to the proposal which has been made to 
place funds for military aid in the Department of Defense appropria- 
tion the committee believes that, if the President so desires, this change 
should be carefully considered. If the change is made, however, the 
committee believes that such funds should continue to be clearly 
earmarked for foreign military aid and that Congress should continue 
to authorize such appropriations annually, pending a clear determina- 
tion of the role of Dalitery aid in the batal eieatase of national defense. 

2. An economic development fund should be established to provide 
assistance on a repayable basis to other independent nations for 
economic development purposes. 

The committee does not believe that such a fund can be established 
on a businesslike basis unless it is treated apart from the other types 
of aid. The one possible exception is technical assistance, whose 
purposes while presently distinct, in the long run dovetail with those 
of economic development. 

Further, the committee believes that this fund is too important to 
be set up in haste. Interim measures may be necessary, but the fund 
should not be established in permanent form until its implications 
have been fully examined by the executive branch and the appropriate 
committees of the Congress. On the basis of its consideration of this 
question, the committee recommends that the following criteria should 
guide the formation of such a fund: 

1. All bilateral development assistance, other than that extended 
by the Export-Import Bank, should be provided through the proposed 
revolving fund. 

2. All development assistance should be extended on the basis of 
reasonable expectation of repayment. Such assistance must of course 
involve financial risks but it should not be a camouflaged form of 
grant aid. 

3. The concept of the fund’s function should be broader than the 
extension of “soft loans” as heretofore described. It should encompass 
the use of other financial devices for encouraging the flow of capital 
abroad, including joint undertakings with private enterprise and 
direct and indirect investments abroad out of the funds resources, 
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4. The policies of the revolving fund should be closely courdinated 
with those of the Export-Import ye and the positions taken by the 
United States representatives in the International Bank. To that 
end United States representation from both sources should be brought 
into the direction of the fund. 

5. The operations of the fund should help to encourage the flow of 
private capital abroad. Ideally, it aie help to bring about the 
day when private enterprise can carry the responsibility for supplying 
capital for economic development. To that end representation from 
-” prenacHnens of Commerce should be brought into the direction of 
the fund, 

6. The fund should be operated with an awareness of foreign policy 
considerations. To that end, representation from the Department of 
State should be brought into the direction of the fund. 

7. The fund’s working capital should not be provided in a lump 
sum by Congress but should be built up in an orderly fashion by 
payments into its capital over a period of years, as the needs become 
clearer and as Congress has an opportunity to determine how soundly 
it is being operated. 

VI. ConcitupiIne CoMMENTS 


The committee recognizes that the recommendations it has pro- 
posed involve far-reaching changes in the concept and the operation 
of the foreign aid programs. It recognizes that these changes cannot 
be brought about in a moment. Nevertheless, it believes they can 
and should be brought about promptly if the foreign aid programs 
are to continue to serve the national interests. 

The committee anticipates that many of its recommendations can 
find expression in the foreign aid legislation for the fiscal year, begin- 
ning July 1, 1957. It believes that there can be a clarification of the 
purposes and the types of aid programs. It believes that a beginning 
can be made on the administrative improvements which it has pro- 
posed. It believes that there can be an immediate and discriminat- 
ing reduction in aid provided on a grant basis but it warns against 
the adverse consequences inherent in indiscriminate cuts to the safety 
and the international position of the United States. 

The committee recommends, therefore, that the Senate consider 
the President’s proposals for mutual security legislation for the 
fiscal year beginning July 1, 1957, in the light of these immediate 
expectations. It is convinced that they are reasonable expectations. 

Further inquiry into certain aspects of foreign aid programs is desir- 
able and necessary. The need still remains to examine in detail the 
relationship of military aid to the strategic concepts of national de- 
fense, if not those concepts themselves. The need remains to study 
in depth the operation of supporting aid in many countries. The 
need remains to study the coordination of aid programs with various 
overseas activities of other departments and agencies of the Govern- 
ment. ‘The need remains to examine fully the financial and other 
economic implications of a revolving fund for development prior to 
its establishment in final form, the examination to include the ques- 
tion of the accumulation of large holdings of local currencies by the 
United States. The need remains to examine the question of tax 
incentives and other devices for encouraging the flow of private 
investment abroad. 

The special committee has not examined these questions in detail, 
partly out of limitations of time and because some of them fall clearly 
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within the competence of standing committees of the Senate. Despite 
these limitations, the committee is satisfied that it has substantially 
discharged the responsibility vested in it by the Senate to make a 
thorough study of the foreign aid programs. It has found that these 
programs do serve the interests of the United States but that the 
can be made to serve those interests at a lower cost, with a muc 
higher degree of effectiveness than is now the case. 

he committee wishes to make it abundantly clear that foreign 
aid is not an end in itself but is an instrument of national policy. 
The objective of our aid policy is to help create conditions in the 
world which will permit the termination of foreign aid programs, to 
the end that they will no longer constitute a burden on the American 
people. The final proof of able administration of the aid programs 
will be evidenced by the speed with which this end is achieved. 
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APPENDIX 


SumMARY oF ACTIVITIES OF THE SpecraL CommitTTexr To Stupy THE 
Foreign Arp ProGram 


The Special Committee To Study the Foreign Aid Program was 
created under the authority of Senate Resolution 285, agreed to July 
11, 1956, to make exhaustive studies of United States foreign assistance 

rograms. The committee is composed of the full membership of the 

enate Committee on Foreign Relations and the chairman and ranking 
minority members of the Senate Committee on Appropriations and the 
Senate Committee on Armed Services. The chairman of the special 
committee is the chairman of the Senate Foreign Relations Committee. 
Under this arrangement, Senator Walter F. George was chairman 
during the 84th Congress. Senator Theodore Francis Green has 
served as chairman during the 85th Congress. 

The special committee held an organizational meeting on July 20, 
1956, to set the basic lines of inquiry for the study. At that time it 
was agreed that Senator George, then chairman of the special com- 
mittee, would ask certain members to serve on an executive committee 
(or steering committee) for the purpose of getting the study underway. 
Accordingly, Senator George requested the following members to 
serve on the executive committee: Senators Green (chairman), 
Fulbright, Russell, Bridges, Smith of New Jersey, and Knowland. 

On July 28, 1956, the executive committee held a meeting and 
instructed the committee staff to make arrangements with individuals 
and organizations to assist the committee in carrying out its work. It 
was then agreed that all contractual arrangements would be subject 
to the final approval of the chairman or acting chairman of the execu- 
tive committee and one member of the minority. 


RESEARCH PROJECTS 


In order to obtain basic information on the foreign aid programs 
from independent sources, the committee concluded 12 research 
contracts with private organizations and institutions. The total cost 
for all research projects covered by these contracts was approximately 
$143,000. Each contractor has submitted a report to the committee 
and all such reports, with one exception, have been published as 
committee prints. 

The reports, together with the name of the organization or institu- 
tion which conducted the study, are as follows: 


1. The Objectives of United States Economic Assistance Programs: 
Contractor—The Center for International Studies, Massa- 
chusetts Institute of Technology. 
2. Personnel for the Mutual Security Program: 
Contractor—Louis J. Kroeger and Associates, 
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3. The Role of Foreign Aid in the Development of Other Countries: 
Contractor—The Research Center in Economic Develop- 
ment and Cultural Change, University of Chicago. 
4. The Use of Private Contractors in Foreign Aid Programs: 
Contractor—Jerome Jacobson Associates. 
5. Agricultural Surplus Disposal and Foreign Aid: 
Contractor—The National Planning Association, 
6. Administrative Aspects of United States Foreign Assistance 
Programs: 
Contractor—The Brookings Institution. 
7. American Private Enterprise, Foreign Economic Development, 
and the Aid Programs: 
Contractor—The American Enterprise Association, Inc. 
8. Foreign Assistance Activities of the Communist Bloc and Their 
Implications for the United States: 
Contractor—The Council for Economic and Industry Re- 
search, Inc. 
9. The Foreign Aid Programs and the United States Economy: 
Contractor—The National Planning Association. 
10. The Military Assistance Program of the United States: | 
Contractors—A. The policy: The Institute of War and Peace 
Studies of Columbia University. 
B. The program: Systems Analysis Corpora- 
tion. 
Military review and evaluation: A special civilian-military | 
review panel.! 
11. Foreign Aid Activities of Other Free Nations: ? ! 
ontractor—Stuart Rice Associates. 


ON-THE-SPOT SURVEYS 


The executive committee made arrangements with 10 private citi- 
zens to conduct surveys of foreign aid programs in different regions 
of the world. The individuals concerned have submitted their re- 
ports to the committee and they have been published as committee 
prints. Each individual was asked to submit a report dealing with 
the fundamental aims of American foreign policy in the area visited, 
the extent to which those aims are valid in terms of the national in- 
terest, the effectiveness or ineffectiveness of the foreign aid programs 
in advancing those aims, and the ways in which the interests of the 
United States might be promoted by changes in the programs now in 
progress or proposed for the future. 

Listed below are the regions of the world which were covered by 
the on-the-spot surveys and the individuals who undertook the 
assignments. 

1. Greece, Turkey, and Iran: 
Ambassador Norman Armour, retired 
2. Lebanon, Jordan, and Iraq: 
Hamilton Fish Armstrong, editor of Foreign Affairs 
3. South America: : 
Ambassador David K. E. Bruce 
1 Mr. Marx Leva, former Assistant Secretary of Defense, Adm. Robert B. Carney, USN (retired), Gen. 
Joseph T. McNarney, USAF (retired), Maj. Gen, Gerald Higgins, USA (retired), and Mr. 8. L, A. Marshall 


of the Detroit News. 
3 Study 11 is being printed and will be released in the near future. 
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4. Western Europe II (Portugal, Spain, France, Italy and the 
United Kingdom): 
Ambassador Jefferson Caffery, retired 
5. Korea, Japan, Taiwan (Formosa), and the Philippines: 
Dr. John A. Hannah, president of Michigan State University 
6. Western Europe I (Norway, Denmark, and Western Germany): _ 
William Randolph Hearst, Jr., president, Hearst Consoli- 
dated Publications, Inc., and editor in chief of Hearst 
Newspapers 
7. Southeast Asia (Vietnam, Thailand, Cambodia, Laos, Burma, and 
Indonesia): 
Clement Johnston, chairman of the board, United States 
Chamber of Commerce 
8. South Asia (Afghanistan, Pakistan, India, and Ceylon): 
Dr. Lewis Webster Jones, president of Rutgers University _ 
9. Central America and the Caribbean Area (Cuba, Haiti, Domini- 
can Republic, Panama, Costa Rica, Nicaragua, Honduras, 
El Salvador, Guatemala, and Mexico): 
James Minotto, former Mutual Security Agency Chief in 
Portugal 
10. Yugoslavia: 
Allan B. Kline, former president, American Farm Bureau 
Federation 


QUESTIONNAIRE TO ORGANIZATIONS WITH OVERSEAS FACILITIES 


The executive committee obtained firsthand reports from informed 
Americans working abroad who have experienced the opportunity to 
observe foreign assistance programs in the recipient countries. Some 
50 business concerns, news-reporting agencies, and religious and other 
organizations with substantial overseas personnel were asked to co- 
operate with the committee by forwarding to their representatives 
ebroad a questionnaire prepared by the staff. ‘The questionnaire was 
designed to elicit free expression of opinions on all aspects of foreign 
assistance programs as they have been observed by nonofficial 
Americans living overseas. 

The organizations assisting the committee in this project were most 
cooperative. James S. Sweet of the Legislative Reference Service of 
the Library of Congress summarized the comments received from 
representatives of the organizations. The summary has been pub- 
lished as a committee print entitled ‘Views of Private American 
Citizens Abroad on the Foreign Aid Program.” 


HEARINGS 


The special committee held public hearings beginning on March 20, 
1957, and continued such hearings through April 15, 1957. Set forth 
below is the list of witnesses who testified before the committee and 
the dates on which they appeared: 

March 20: 
Dr. Max F, Millikan, director, Center for International Studies, 
Massachusetts Institute of Technology. 
Dr. Herbert W. Robinson, president, Council for Economic and 
Industry Research, Inc. 
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March 22: 
Mr. H. Christian Sonne, chairman of the board of trustees of the 
National Planning Association. 
Dr. William T. R. Fox, director of the Institute of War and Peace 
Studies of Columbia University. 
March 25: 
Admiral Robert B. Carney (retired). 
Mr. Marx Leva, former Assistant Secretary of Defense. 
Mr. Gene Z. Hanrahan, president, Systems Analysis Corp. 
Dr. W. Glenn Campbell, director of research, the American 
Enterprise Association, Inc. 

March 27: 

Mr. William Randolph Hearst, Jr., president of Hearst Consoli- 
dated Publications, Inc., and editor in ehief of the Hearst 
newspapers. 

Former Ambassador Norman Armour. 

Mr. H. Field Haviland, Jr., senior staff member of the Brookings 
Tnstitution. 

ch 29: 

Senator Henry C. Dworshak. 

Mr. Clement Johnston, chairman of the board, United States 
Chamber of Commerce. 

Mr. James Minotto, formerly Mutual Security Ageney Chief in 
Portugal. 

April 1: 

Dr. Lewis Webster Jones, president of Rutgers University. 
. Dr. John A. Hannah, president of Michigan State University. 
April 3: 
m Mr. Eric Johnston, Chairman of the International Development 
Advisory Board 
Mr. Allan B. Kline, former president of the American Farm 
Bureau Federation 
Senator Jacob K. Javits 
April 5: 
Mr. Benjamin Fairless, Chairman, President’s Citizen Advisers 
on the Mutual Security Program 
Mr. J. Peter Grace, president of W. R. Grace & Co. 
April 8: 
Hon. John Foster Dulles, Secretary of State 
Hon. Reuben B. Robertson, Jr., Deputy Secretary of Defense 

April 10: 

Mr. John B. Hollister, Director of the International Cooperation 
Administration 

Mr. Samuel C. Waugh, President and Chairman of the Export- 
Import Bank of Washington 

April 12: 

Mr. Wallace J. Campbell, the Cooperative League of the United 
States, Washington, D. C. 

Dr. Eugene Carson Blake, president, National Council of the 
Churches of Christ in the United States, New York City 

Mr. Willard L. Russell, Russell Foundation, Houston, Tex. 

Mr. Matthew J. Kust, attorney and former legal adviser to 
oo Embassies in south and southeast Asia, Cambridge, 

lass. 

Dr. Robert Strausz-Hupe, director, Foreign Policy Research Insti- 

i ite, University of Pennsylvania, Philadelphia, Pa. 
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Mrs. Walter Laves, League of Women Voters, Washington, D. OC. 

Mr. William R. Mathews, editor and publisher, Arizona Daily 
Star, Tucson, Ariz. 

Mr. E. M. Greenwood, chairman, Mideast Settlement Committee, 
Washington, D. C. 

Mr. Paul . Weil, president, Pegasus International Corp., New 
York City 

Mr. William N. Rogers, California, Md, 

Dr. Titus Podea, New York City 

Mr. C. Stanley Lowell, Protestants and Other Americans United 

hoa for the Separation of Church and State, Washington, D. C, 
ru 15: 
fs Mr. Ray Gibbons, director, Council for Social Action, Congrega- 

tional Churches 
Mr. Norman Acton, Executive Director, United States Committee 
for UNICEF, New York City 
Mrs. Charlotte Pelissier, American Association of University 
Women, Washington, D.C. 
Mr. Bernard W eitzer, national legislative director, Jewish War 
Veterans of the United States, Washington, D. C. 
Mr. Oscar A. de Lima, American Association for the United 
Nations, New York City 
Mr. William Vogt, New York City 
Mr. Ludwig Hamburger, Washington, D. C. 
Mr. J. Harold de Veau, Washington, D.C. 
Dr. Slobodan M. Draskovich, ew York City 
Mr. James Tanham, United States Cheniber of Commerce, 
Washington, D. C. 
Mr. Cornelius J. Dwyer, National Bureau of Economic Research, 
Inc., New York City 
In addition, incorporated in the record of the committee’s public 
hearings are printed statements which were filed with the committee 
by the following individuals and organizations: 

Mr. Kenneth M. Birkhead, executive director, American Veterans 
Committee. 

Mrs. Moise 8S. Cahn, president, National Council of Jewish Women, 
New York, N. Y. 

Mr. Robert A. Fangmeier, national director, Christian Citizenship, 
the United Christian Missionary Society, Indianapolis, Ind. 

Mr. Edward F. Snyder, legislative secretary, Friends Committee on 
National Legislation, Washington, D. C. 

Mr. Louis W. Schneider, secretary, foreign service section, American 
Friends Service Committee, Inc., Philadelphia, Pa. 

Mr. Victor G. Reuther, administrative assistant to the president 
International Union, United Automobile, Aircraft & Agricultural 
Implement Workers of America (UAW). 

American Merchant Marine Institute, Ine., Washington, D. C. 

Mr. Donald Harrington, president, United World Federalists, Inc., 
Hartford, Conn. 

Mr. James R. Lawson, president, United African Nationalist Move- 
ment, New York, 

Mr, James G. Patton, ‘president, National Farmers Union. 

Mr. Charles H. Boyles, chairman, the United Christian Youth Move- 
ment, New York, N. Y. 

Mr. Ernest B. Price, Aptos, Calif. 
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Executive Committee of Church Peace Union. 

Mr. William G. Carr, executive secretary, National Education Asso- 
ciation, Washington, D. C. 

~ Andrew J. Biemiller, director, AFL-CIO Department of Legis- 
ation. 

Mr. Charles F. Edmundson, Washington, D. C. 

Mrs. Theodore O. Wedel, chairman, United Church Women, National 
Council of the Churches of Christ. 

Mrs. Lilace Reid Barnes, president, national board, Young Women’s 
Christian Association. 

Mrs. Annalee Stewart, legislative secretary, United States section, 
Women’s International League for Peace and Freedom. 

Mr. Robert McKinney, editor and publisher, the New Mexican, 
Santa Fe, N. Mex. 

ComMITTEE STAFF 


The committee sought to keep its staff to an absolute minimum 
consistent with the committee’s duties and cannot commend too highly 
the dedicated and intelligent efforts of the small group who assisted 
in the study and the preparation of this report. 

General direction of the projects was made the responsibility of the 
permanent staff of the Committee on Foreign Relations. The follow- 
ing members of that staff spent a substantial amount of time in work 
for the special committee: Carl Marcy, Pat Holt, George Denney, 
C. C. O’Day, Morella Hansen, and Mary Ann Sames. 

The committee also received assistance on a reimbursable basis 
from the Library of Congress. Francis Valeo and J. Clement Lapp 
have devoted full time to the work of the special committee. Addi- 
tional assistance was given the committee by Howard Piquet and 
Harry Lamar. 

From time to time the committee utilized the services of consultants 
ona per diem basis. Principal consultants were Henry F. Holthusen of 
New York City and Lindsay Rogers, Burgess professor of public law, 
Columbia University, New York City. 

In addition, the committee employed as clerk, Arthur Kuhl, and as 
assistant clerks, Mildred Fowlkes, Theresa Bowen, and Betty Bur- 


ahr er : 
inally, various members of the committee offered the services of 
certain of their employees to assist in various aspects of its work. 


FINANCIAL STATEMENT 


Under Senate Resolution 285, agreed to July 11, 1956, the special 
committee was authorized to expend an amount not to exceed $300,000 
in carrying out its study until January 31, 1957. The committee’s 
expenditures from these funds were $205,076.29, with a few incidental 
items still outstanding. It is expected that the committee will return 
to the contingent fund of the Senate about $95,000 of the original 
amount authorized for the initial phase of its study. 

On January 30, 1957, the Senate agreed to Senate Resolution 35 
which extended the authority of the special committee and provided 
funds in the amount of $75,000 for the age of continuing the 
study until June 30, 1957. At the time of this report the committee 


has paid out expenses in the amount of $17,532.75. 
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85TH ConGRESsS t SENATE Report 
1st Session No. 301 





RETIREMENT OF CERTAIN FORMER MEMBERS OF THE 
COAST GUARD RESERVE 


May 13, 1957.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8, 1446] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1446) to amend title 14, United States Code, so 
as to provide for retirement of certain former members of the Coast 
Guard Reserve, having considered the same, report favorably thereon 
with an amendment, and recommend that the bill as amended do pass. 


THE AMENDMENT 


On page 2, line 1, after the word “training,” add the following: “or 
who had completed at least 20 years of active service other than 
active duty for training.” 


PURPOSE OF THE BILL 


The bill, as amended, would bridge a gap in existing law because 
of which certain former members of the Coast Guard Reserve are 
denied retirement benefits, by giving them a right to retire similar 
to what they would have had had they been naval reservists with 
comparable service during the period described in the bill. During 
that period there was no provision for voluntary retirement of Coast 
Guard reservists. Since January 1, 1949, retirement benefits for 
Coast Guard reservists are the same as those of naval reservists. 
This bill, as amended, would take care of any former members of the 
Coast Guard Reserve who, after serving in the Coast Guard for less 
than 20 years, saw further service in World War II in the Coast Guard 
Reserve, to bring their total service to more than 20 years, but who 
did not qualify under then existing law for retirement. 

ty, Department, in its report dated May 7, 1957, favors 

e bill. 
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The Department of the Navy, reporting on the bill on behalf of the 
Department of Defense, under date of May 8, 1957— 


sees no objection to the enactment of legislation to permit 
the retirement of former members of the Coast Guard Reserve 
who were discharged before 1949 and who had the amount of 
service prescribed in the Naval Reserve Act of 1938 for the 
retirement of members of the Naval Reserve. 


A question as to the merits of the bill was raised by the Comp- 
troller General in his report, dated March 18, 1957, on the basis that— 


legislation conferring retired pay benefits should be enacted 
only when it is shown to be in the interest of the Government 
to confer such benefits upon a general class of members and 
not merely to confer a gratuity upon some individual or 
small group of individuals who in the past may have per- 
formed service which, on the basis of later enacted laws, or 
laws relating to other services, would form the basis for 
qualifying for retired pay benefits. 


Reports from the Government agencies are set forth in full below 
for the information of the Senate. 


TREASURY DEPARTMENT, 
OFFICE OF THE SECRETARY, 
Washington, May 7, 1957. 
Hon. Warren G. Maeanvuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Str: Reference is made to the request of your committee for the 
views of the Treasury Department on S. 1446, to amend title 14, 
United States Code, so as to provide for retirement of certain former 
members of the Coast Guard Reserve. 

The bill would add a new subsection to section 755 of title 14, 
United States Code, so as to provide that any former member of the 
Coast Guard Reserve, other than a temporary member, honorably 
discharged or discharged under honorable conditions from the Coast 
Guard Reserve after February 18, 1941, and before January 1, 1949, 
who at the time of his discharge had completed at least 30 years of 
active service in the Armed Forces other than active duty for training, 
the last 10 of which he served in the 11-year period immediately 
preceding his discharge, shall, upon his request, be placed on the retired 
list of the Coast Guard Reserve and shall be entitled to pay, only after 
being placed on the retired list, at the rate of 50 percent of his active- 
duty rate of pay at the time of discharge. 

The Treasury Department recommends that the bill be amended by 
inserting the words ‘‘or who had completed at least 20 years of active 
service other than active duty for training,’ after the word ‘‘training,” 
in line 1, page 2, of the bill. 

As so amended, the bill would give a former member of the Coast 
Guard Reserve meeting the conditions in the bill a right to retire 
similar to that that he would have had had he been a naval reservist 
with comparable service during the period described in the bill. 
During that period there was no provision for voluntary retirement 
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of Coast Guard reservists, apparently because of the then recent 
establishment of the Coast Guard Reserve. Since January 1, 1949, 
retirement benefits for Coast Guard reservists are the same as those 
of naval reservists (14 U. S. C. 755 (e)). Now a case has come to 
light of a Coast Guard reservist discharged in 1946 with 22 years’ 
active service, 18 years of which was in the Regular Coast Guard. 
He could not retire. Had he been a naval reservist he could have, 
In all fairness, he should now be given the right to retire. There may 
be other similar cases. Therefore, general legislation is desirable. 
The small cost of this legislation could easily be absorbed without 
additional appropriations. 

The naval reservist voluntary retirement laws prior to January 1, 
1949, were section 309 of the act of June 25, 1938 (52 Stat. 1183), as 
amended by section 8 (b) of the act of August 27, 1940 (54 Stat. 865), 
and section 310 of the act of June 25, 1938. Sections 309 and 310 
were codified as title 34, United States Code sections 855h and 855i 
(1946 edition), and were reenacted in essential part as section 413 
of the act of July 9, 1952. The substance of the sections is now 
codified in section 6327 of title 10, United States Code. 

The Treasury Department favors enactment of S. 1446. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to your 
committee. 

Very truly yours, 
Davin W. KENDALL, 
Acting Secretary of the Treasury. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orricre oF LeGisLATive LiAIsoNn, 
Washington, D. C., May 8, 1957. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

My Dear Mr. CuarrmMan: Your request for comment on S. 1446, 
a bill to amend title 14, United States Code, so as to provide for retire- 
ment of certain former members of the Coast Guard Reserve, has been 
assigned to this Department by the Secretary of Defense for the 
preparation of a report thereon expressing the views of the Department 
of Defense. 

The bill would authorize the retirement, with retired pay at the rate 
of 50 percent of active-duty pay, of former members of the Coast 
Guard Reserve who were discharged honorably or under honorable 
conditions between February 18, 1941, and January 1, 1949, and who 
had completed at least 30 years of active duty (other than for training) 
the last 10 of which were served in the 11-year period immediately 
preceding their discharge. 

Section 310 of the Naval Reserve Act of 1938 (52 Stat. 1183) 
authorized the payment of retired pay at the rate of 50 percent of 
active-duty pay to retired members of the Naval Reserve who had 
performed at least 30 years of active service in the Armed Forces or 
at least 20 years of such active service, the last 10 of which were per- 
formed during the 11 years immediately preceding retirement. This 
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section was repealed by the Armed Forces Reserve Act of 1952, but 
was reenacted, as section 413 of that act (66 Stat. 499), as temporary 
law to expire on January 1, 1973. This section was repealed by 
section 53 of the act of August 10, 1956 (70A Stat. 641) and reenacted 
as section 6327 of title 10, United States Code. 

The apparent intent of the bill is to permit certain former members 
of the Coast Guard Reserve to retire, with retired pay, under the 
same conditions as are provided for members of the Naval Reserve. 
It is assumed that the words ‘‘or at least 20 years of such active 
service’ were inadvertently omitted. Under the bill as written, no 
one could be retired unless he had completed 30 or more years of 
active service. 

It is understood that the bill is intended to benefit one man, but is 
written in general terms in case there are other persons in the same 
circumstances. This Department has been informed by the Coast 
Guard that the individual whom the bill was designed to benefit 
served in the Regular Coast Guard for some 18 years and then, after a 
break of about 9 months, reenlisted in the Coast Guard Reserve 
because enlistments in the Regular component were not being accepted 
at that time (1942). He was discharged in 1946. There was then no 
authority in law for the retirement of members of the Coast Guard 
Reserve for reasons other than disability. 

Section 755 (e) of title 14, United States Code, now provides that 
members of the Coast Guard Reserve shall be entitled to the same 
retirement benefits as prescribed by law for personnel of the Naval 
Reserve. This subsection is based on a provision of law enacted in 
1948. The Department of the Navy sees no objection to the enact- 
ment of legislation to permit the retirement of former members of the 
Coast Guard Reserve who were discharged before 1949 and who had 
the amounts of service prescribed in the Naval Reserve Act of 1938 for 
the retirement of members of the Naval Reserve. S. 1446 would 
serve this purpose if the words ‘‘or 20 years of such active service” 
were inserted after the comma in line 1 of page 2. Without these 
words it is believed that the intended beneficiary could not qualify 
for retirement under the bill. 

Subject to the foregoing, the Department of the Navy, on behalf of 
a srenereneyh of Defense, interposes no objection to the enactment 
of 5. 1446. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report to 
the Congress. 

For the Secretary of the Navy. 

Sincerely yours, 


R. Y. McEtroy, 
Captain, United States Navy, 
Deputy Director, Legislative Inaison. 
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ComprroLLeR GENERAL OF THE UNrrTEep STatss, 
Washington, March 18, 1957. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CHatrMAn: Your letter of March 4, 1957, requests & 
report on S, 1446, which would amend section 755 of title 14, United 
States Code, so as to provide for the retirement of certain former 
members of the Coast Guard Reserve by adding a new subsection (f) 
reading as follows: 

“(f) Any former member of the Coast Guard Reserve, other than 
a temporary member, honorably discharged or discharged under hon- 
orable conditions from the Coast Gear Reserve after February 18, 
1941, and before January 1, 1949, who at the time of his discharge 
had completed at least thirty years of active service in the Armed 
Forces other than active duty for training, the last ten of which he 
served in the eleven-year period immediately preceding his discharge, 
shall upon his request be placed on the retired list of the Coast Guard 
Reserve and shall be entitled to pay, only after being placed on the 
retired list, at the rate of 50 per centum of his active-duty rate of pay 
at the time of discharge.” 

It is understood that the bill arises out of the case of a certain 
former enlisted member of the Coast Guard Reserve who was dis- 
charged in December 1941 from the Regular Coast Guard after over 
18 years’ service and enlisted in the Coast Guard Reserve in 1942, 
and who was discharged therefrom in March 1946 after serving almost 
4 years on active duty, or a total of more than 22 years’ active service. 

The act of June 30, 1941 (55 Stat. 394), provided that enlisted men 
of the Regular Army with less than 20 years’ service who become 
permanently incapacitated for active service should be discharged, 
and those who served 20 years or more and become permanently 
incapacitated for active service due to physical disability in line of 
duty should be retired with 75 percent of the average pay he was 
receiving for 6 months prior to his retirement. By the act of May 4, 
1945 (59 Stat. 135), that act was made applicable to all former enlisted 
men of the Regular Army who were honorably discharged therefrom 
after 20 or more years’ service for permanent physical disability in- 
curred in line of duty, but the retirement pay could not be paid in 
such cases prior to that date. It does not appear that any law au- 
thorized the voluntary retirement of enlisted men of the Regular 
Army for less than 30 years of service for length of service until the 
enactment of the act of October 6, 1945 (59 Stat. 539), section 4 of 
which authorized the retirement of enlisted men of the Regular Army 
with not less than 20 or more than 29 years’ active service with 
retired pay computed on the basis of 2% percent of the average annual 
enlisted pay he received the last 6 months preceding retirement mul- 
tiplied by the number of years of active service in the Army, Navy, 
tole Corps, Coast Guard, or any component thereof. 

Under the Naval Reserve Act of 1938, enlisted men of the Regular 
Navy and Marine Corps could be transferred to the Fleet Reserve 
upon the completion of at least 20 years’ active service with retainer 

ay at one-half of the base pay received at the time of transfer (34 
J. S. C. 854¢e). Under section 309 of that. act, officers and enlisted 
men of the Naval Reserve could be placed upon the honorary retired 
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list of the Naval Reserve without pay upon reaching age 64 or, upon 
their own request, after 20 years’ service (34 U.S. C., 1946 edition, 
855h). Officers and enlisted men on that honorary retired list who 
have performed a total of not less than 30 years’ active service in the 
Army, Navy, Marine Corps, Coast Guard, and certain Reserve com- 
ponents, or who have completed not less than 20 years of such active 
service, the last 10 years of which shall have been performed during 
the 11 years immediately preceding transfer to such retired list, are 
entitled to pay at the rate of 50 percent of active duty pay (34 U.S.C., 
1946 edition, 855i). Apparently, the present bill is intended to make 
members of the Coast Guard Reserve eligible for the same benefits 
as members of the Naval Reserve were entitled to under that provision 
of law during the period from February 19, 1941, when the Coast 
Guard Reserve was first established as a military organization, until 
January 1, 1949, which apparently was the date that title III of the 
act of June 29, 1948, Public Law 810, 80th Congress, providing retire- 
ment pay for reservists generally, became effective with respect to the 
Coast Guard Reserve. In that connection, however, it is noted that 
there has been omitted from the bill the provision which would author- 
ize retirement with pay after 20 years’ service and which is necessary 
if the bill is to cover the former member whose case apparently gave 
rise to the bill. It is assumed that such omission was inadvertent. 

Officers and enlisted men of the Coast Guard could be retired for 
disability at 75 percent of pay under the acts of April 12, 1902 (32 
Stat. 100), and January 28, 1915 (38 Stat. 800), without regard to 
length of service. Officers and enlisted men of the Coast Guard with 
30 years’ service could be retired under the 1915 act with retired pay 
at 75 percent of active-duty pay (14 U.S. C., 1946 edition, 175). 
Under the act of May 24, 1939 (53 Stat. 755), enlisted men of the 
Coast Guard with 20 or more years’ service could be voluntarily or 
involuntarily retired with retired pay at 2% percent of active-duty pay 
multiplied by the number of years of active service. 

In summary, it appears that during World War II there was no 
law authorizing the voluntary retirement of enlisted members of the 
Regular Army and the Army Air Corps with pay with less than 30 
years of active service prior to the enactment of the act of October 6, 
1945, which permitted them to retire after 20 years of active service. 
Enlisted men of the Regular Navy and Marine Corps could be trans- 
ferred to the Fleet Reserve at half pay after 20 years’ active service, 
and certain members of the Naval Reserve with 20 years’ active 
service could be retired at half pay. Enlisted men of the Coast Guard 
with 20 years service could be retired at half pay. In establishing 
the Coast Guard Reserve as a military organization by the act of 
February 19, 1941, no provision was made for the retirement of its 
members, and they are not entitled to retirement with pay under title 
III of the act of June 29, 1948, upon attaining age 60 unless the last 
8 years of qualifying service was service as a member of a Reserve 
component of the armed services. 

It thus will be seen that not all enlisted members of the armed 
services with 20 years’ active service were entitled to be retired with 

ay during the period here involved. It is our view that, in general, 
egislation conferring retired-pay benefits should be enacted only when 
it is shown to be in the interest of the Government to confer such 
benefits upon a general class of members, and not merely to confer @ 








RETIREMENT OF MEMBERS OF COAST GUARD RESERVE 7 


gratuity upon some individual or small group of individuals who in 
the past may have performed service which, on the basis of later 
enacted laws or laws relating to other services, would form the basis 
for qualifying for retired-pay benefits. Hence, we are doubtful that 
the bill has sufficient merit to justify its enactment. 
Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 





Unitrep States DEPARTMENT OF JUSTICE, 
OFrFricE OF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., March 6, 1987. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 1446) to amend 
title 14, United States Code, so as to provide for retirement of certain 
former members of the Coast Guard Reserve. 

The bill has been examined, but, since the subject matter thereof 
is not related to any of the activities of the Department of Justice, 
we would prefer not to offer any comment concerning it. 

Sincerely, 
WituiaM P. Rogers, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


The bill would amend section 755 of title 14, United States Code, by 
adding a new subsection (f) reading as follows: 

“(f) Any former member of the Coast Guard Reserve, other than a 
temporary member, honorably discharged or discharged under honorable 
conditions from the Coast Guard Reserve after February 18, 1941, and 
before January 1, 1949, who at the time of his discharge had completed at 
least thirty years of active service in the Armed Forces other than active 
duty for training, or who had completed at least twenty years of active 
service other than active duty for training the last ten of which he served 
in the eleven-year period immediately preceding his discharge, shall wpon 
his request be placed on the retired list of the Coast Guard Reserve and 
shall be entitled to pay, only after being placed on the retired list, at the 
rate of 50 per centum of his active-duty rate of pay at the time of discharge.” 


O 
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ENABLING ACT TO PROVIDE FOR THE IMPLEMENTATION OF THE 
PINK SALMON TREATY BETWEEN UNITED STATES AND CANADA, 
SIGNED AT OTTAWA, CANADA, DECEMBER 28, 1956 





May 13 1957.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1806] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1806) to amend the Sockeye Salmon Fishery 
Act of 1947, having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The purpose of the bill is to provide for enabling legislation to 
carry out the provisions of a treaty signed between the United States 
and Canada at Ottawa on the 28th day of December 1956 for the 
purpose of carrying out a joint program of conservation and utilization 
of the pink salmon runs entering Puget Sound on the Pacific coast. 

The bill, in effect, provides for an amendment to the Sockeye Salmon 
Fishery Act of 1947, makes possible the preservation and management 
of the pink salmon under the coordinated program established for the 
sockeye salmon between the United States and Canada for the Fraser 
River system and Puget Sound area, and provides for the authoriza- 
tion of funds for United States participation. 

The treaty and the proposed enabling legislation has been widely 
reviewed by interested parties of the two Governments, industry, and 
by the public at large through special meetings called for the purpose 
of discussing the proposals stipulated under the treaty and by infor- 
mation presented through the press in areas affected by the legislation. 
There has been no registered opposition to the treaty now pending 
approval before the United States Senate, or to the enabling legisla- 
tion providing for implementation of the pink salmon treaty provi- 
sions. 

The treaty and the proposed enabling legislation, S. 1806, has the 
endorsement of the United States State Department, the United States 
Fish and Wildlife Service, the Governor and the Legislature of the 
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State of Washington, the domestic industry involved, and correspond- 
ing interests in British Columbia, Canada. 
our committee recommends early and favorable consideration of 
this proposed legislation. 
Reports from the Government agencies, together with several letters 
relating to this legislation, are set forth below for the information of the 
Senate. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 10, 1957. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator Macnuson: Your committee has requested a 
report on S. 1806, to amend the Sockeye Salmon Fishery Act of 1947. 

We recommend the enactment of this proposed legislation. 

The purpose of this proposal is to provide for conservation of the 
Fraser River pink salmon, as well as sockeye salmon. This would 
be accomplished by extending the application of the Sockeye Salmon 
Fishery Act of 1947 (61 Stat. 511) to include pink salmon. The 1947 
act, if amended as now proposed, will give effect to the recent protocol 
with Canada, signed in Ottawa on December 28, 1956, with respect 
to the sockeye salmon fisheries in the Fraser River system. This 
protocol was transmitted by the President on February 11, 1957, to 
the Senate for its advice and consent to ratification. Senate Executive 
C, 85th Congress, contains the text of the protocol. 

Consistently with the responsibilities vested in this Department by 
the Congress pursuant to section 8 of the Fish and Wildlife Act of 
1956, approved August 8, 1956 (70 Stat. 1119), representatives of this 
Department have participated in the negotiation of the pink salmon 
protocol. You will note from the statement of the Secretary of 
State, contained in Senate Executive C, that the International Pacific 
Salmon Fisheries Commission will have the same duties respecting 
pink salmon as it now has respecting sockeye salmon. 

We expect that the pink-salmon runs will benefit and increase in 
size under this proposal in a manner comparable to the substantial 
benefits that have resulted from the joint United States-Canadian 
management of sockeye-salmon fisheries of the Fraser River system. 
This is consistent with the program of fishery management and con- 
servation that we administer. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Ross LEerr.er, 
Assistant Secretary ofthe Interior. 


' 
' 
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DaparTMENT OF STaT#, 
Washington, May 1, 1957. 
Hon. Warren G. Maanovson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Senator Maenuson: [ refer further to your letter of April 5, 
1957, requesting a report on S. 1806, ““To amend the Sockeye Salmon 
Fishery Act of 1947.” 

The purpose of the bill is to give effect to the protocol signed at 
Ottawa December 28, 1956, between the United States and Canada to 
the convention for the protection, preservation, and extension of the 
sockeye salmon fisheries of the Fraser River system, signed at 
Washington on May 26, 1930. The protocol, when it enters into 
force, will bring the pink salmon of the Fraser River system within the 
terms of the convention. The protocol which will enter into force 
upon the exchange of ratifications with Canada is now before the 
Senate for its advice and consent to ratification. 

The Department is of the view that the S. 1806, if enacted into law, 
will adequately give effect to the protocol. As it is hoped that the 
protocol may enter into force before this year’s fishing season com- 
mences, the Department urges its early enactment. 

ate Department would suggest the following editorial amendments 
in S. 1806: 

(1) In line 8 of the first section and in line 18 of section 5, strike 
out “fishery” and substitute in lieu thereof “fisheries”. The plural 
“fisheries” is now customarily used in the descriptive title of the 
convention of 1930. See, for example, the plural “fisheries” in the 
convention title as used in the preamble to the protocol of December 
28, 1956. 

(2) In line 3 of section 2, insert “term” before “sockeye’’. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Ropsert C. Hi11, 
Assistant Secretary 
(For the Acting Secretary of State). 





State OF WASHINGTON, 
Executive DEPARTMENT, 
Olympia, March 7, 1957, 


Re House Joint Memorial No. 10 (Washington State Legislature), 
Hon. Warren G. Magnuson, 
United States Senate, Washington, D. C. 

Dear WarrEN: There is before the Congress of the United States 
for ratification the pink salmon protocol which was signed on Decem- 
ber 28, 1956. 

I have been advised that in order for the International Pacific 
Salmon Fisheries Commission to undertake these new activities, they 
will require an additional appropriation of $80,000 in United States 
funds which will be matched by Canadian funds. The United States 
appropriation requires the approval of the President, as it is new 
legislation. 


23002°—58 _ S. Rept., 85--1, vol. 2———20 
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If this fishery is to be brought under proper regulation this year 
‘by the Commission, it is essential that this appropriation be obtained 
immediately. Would you, through the proper channels, working 
together with Senator enby Jackson and Congressman Don Mag- 
nuson and other Washington delegates as you may find necessary, 
contact the President on this subject. 

Sincerely yours, 
AuBert D. Rose.uint, 
Governor. 


(In the House—By Messrs. King, Hawley, and Kink) 
House Joint Memoriat No. 10 
STATE OF WASHINGTON, THIRTY-FIFTH REGULAR SESSION 


Read first time February 4, 1957, ordered printed, and referred to 
Committee on Fisheries 


To the Honorable Dwight D. Eisenhower, President of the United States, 
and to the Senate and House of Representatives of the United States 
of America, in Congress assembled: 

We, your Memorialists, the Senate and House of Representatives 
of the State of Washington, in legislative session assembled, respect- 
fully represent and petition as follows: 

Whereas, A convention was entered into between the United States 
and the Dominion of Canada in 1930 for the purpose of expanding, 
conserving, and managing the sockeye salmon ion of the Fraser 
River system within certain waters including the Strait of Juan de 
Fuca and that portion of the Pacific Ocean lying between the forty- 
eighth and forty-ninth parallels; and 

Whereas, Pursuant to such convention the International Pacific 
Salmon Fisheries Commission was established in 1937, composed of 
representatives of the United States and the Dominion of Canada, 
with authority to investigate, regulate, and manage the sockeye 
salmon fishery of the Fraser River system within the waters described 
in the convention; and 

Whereas, a protocol was agreed upon by representatives of the 
United States and the Dominion of Canada at a conference held in 
Ottawa on October 25, 1956, amending the terms of the sockeye con- 
vention of 1930, to better achieve its objectives, by authorizing the 
International Pacific Salmon Fisheries Commission to investigate, 
regulate and manage the pink salmon fishery along with the sockeye 
alent fishery in such waters, and such protocol also increased the 
size of the commission’s advisory committee; and 

Whereas, It is important that such protocol be ratified by Congress 
as quickly as possible so that joint management of pink and sockeye 
salmon may commence prior to the coming fishing season in late 
summer of 1957; 

Now, Therefore, Be It Resolved, That we, the Senate and the House 
of Representatives of the State of Washington do hereby respectfully 
memorialize and petition the President of the United States of Amer- 
ica, and the Congress of the United States of America, to ratify the 
protocol amending the sockeye convention of 1930 which was agreed 
upon by representatives of the United States and the Dominion of 
(Canada at the conference held in Ottawa on October 25, 1956. 
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Be It Further Resolved, That copies of this Memorial be transmitted 
immediately to the Honorable Dwight D. Eisenhower, President of 
the United States, the Secretary of the United States Senate, the 
‘Clerk of the United States House of Representatives, and to each 
member of the United States Congress from the State of Washington. 





Cotumsra River Packers Association, INc., 
Astoria, Oreg., May 3, 1957. 
Hon. Warren G. Maanuson, 


Inited States Senator, Senate Office Building, 
Washington, D. C. 


Dear Senator: I have written to Senator Morse as per copy of 
letter attached, urging the early approval of the Senate to provide 
for the inclusion of pink salmon under the management of the Inter- 
national Sockeye Commission. 

I am sure you appreciate how vital this is to the sound management 
of this resource. We will appreciate anything you can do to expedite 
this action prior to the opening of the 1957 season, 

With best wishes, I am 

Sincerely yours, 
Tom Sanpoz, President. 


CotumsBia River Packers Association, INc., 
Astoria, Oreg., May 3, 1987. 
Hon. Wayne Morsg, 


United Siates Senator, Senate Office Building, 
Washington, D. C. 

Dear Wayne: It is my understanding that you are chairman of the 
subcommittee of the Foreign Relations Committee to which has been 
referred the protocol between the United States and Canada to amend 
the Sockeye Salmon Convention of 1930, whereby the pink salmon 
of the Fraser River system will be put under the terms of the 
convention. 

As you are possibly aware, our company is one of the major packers 
on Puget Sound, vith a plant at Bellingham, Wash., where we process 
the catches of Fraser River sockeye and pink salmon which are taken 
as these fish migrate through the sound. . 

The International Sockeye Commission has done outstanding work 
in restoring and managing the sockeye salmon resource of the Fraser 
River system. We are wholly in accord with the amendment to the 
convention whereby this able Commission and its staff will be in charge 
of the management of the pink salmon resource which is fished by 
both Canadian and American fishermen on the Fraser River and 
Puget Sound. 

The opening of our fishing season on Puget Sound is only some 2 
months away and we and other members of our industry are extremely 
anxious to see this protocol approved by the Senate and referred fack 
to the President. 

Anything that you may do to expedite the approval of this protocol 
by your committee and the Senate will be greatly appreciated. 
Insofar as I know, there have not been any objections raised against 
the approval of this protocol. 
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Copies of this letter are being sent to Senators Magnuson, Jackson, 
and Neuberger. 
With best wishes, I am 
Sincerely yours, 
T. F. Sanvoz, President. 





ALASKA FIsHERMAN’s UNION, 
Seattle, Wash., April 26, 1957. 
Senator Wayne Morsg, 


Senate Office Building, Washington, D. C. 

Dear Senator Morse: Your attention is called to S. 1806, a bill 
to amend the Sockeye Salmon Fishery Act of 1947. It is our under- 
standing that S. 1806 is now pending before the Committee on Inter- 
state and Foreign Commerce and that you and Senators Russell B. 
Long, of Louisiana, and George D. Aiken, of Vermont, have been 
Soceee as a committee to investigate and report on the Pink Salmon 

reaty. 

Due to the fact that we have a time element on our hands and that 
it is of extreme importance to provide for a speedy passage of the 
enabling legislation to implement the Pink Salmon Treaty which has 
been signed with Canada and which is of utmost importance to the 
fishermen on the Pacific coast because of the conservation to safe- 
guard and maintain existing salmon resources, we respectfully ask that 
you use your good offices to provide for an investigation and report 
at the earliest possible date. 

We cannot too strongly urge that this be done, as there are no con- 
troversial features present, to our knowledge, as both the industry and 
the fishermen are united in their position on this matter. 

The fishermen of Oregon are as much concerned as the fishermen of 
Washington, and if this legislation should be delayed to a point where 
the necessary offshore control would be lacking for the 1957 season, it 
could seriously impede the chances of the proper maintenance of the 
important pink salmon resources. This would adversely affect future 
runs and, consequently, the future earnings of fishermen. 

As a representative of fishermen, and knowing your interest in the 
workingmen’s problems, I would personally appreciate the earliest 
possible action, and I am sure this would be very much appreciated by 
all of the salmon fishermen. 

Yours very truly, 
GEORGE JOHANSEN, 
Secretary-Treasurer. 





Unirep States SENATE, 
CoMMITTEE ON ARMED SERVICES, 
April 15, 1957. 
Hon. Warren G. Macnuson, 
Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 

My Dear Senator: I am writing to you to request that ever 
possible consideration be given to expedite action on S. 1806, the bill 
to implement the pink salmon protocol. 

You have doubtless received many letters from fishermen in our 
State who are unanimously in favor of the bill. As you know, Gov- 
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ernor Rosellini and the State legislature have memorialized the 
Senate asking that we give our best efforts to passing the bill. The 
unanimous favor expressed by the fishing industry in its letters to 
me are a clear mandate to pass the bill as quickly as possible. 

I will be most aggramaters if you will do your best to see that the 
committee take whatever steps are necessary for a speedy hearing. 
Every good wish. 

Sincerely yours, 
Henry M. Jackson, 
United States Senator. 


AssocIATION OF Paciric FISHERIES, 
Seattle, Wash., May 7, 1957; 
Re S. 1806 and pink-salmon protocol. 
Senator WARREN G. Maanuson, 
Senator Henry JACKSON, 
Senate Office Building, 
Washington, D. C. 

Dear Senators: I have been informed that the pink-salmon proto- 
col has been referred to a subcommittee of the Committee on Foreign 
Relations of the Senate. 

I have also been informed that S. 1806, introduced by you to amend 
the Sockeye Fishery Act to include pink salmon, has been referred to 
the Committee on Interstate and Foreign Commerce of the Senate, of 
which Senator Magnuson is chairman, and that a similar bill, H. R. 
6587, has been introduced in the House of Representatives by Con- 
gressman Thor Tollefson and referred to the Committee on Merchant 
Marine and Fisheries of the House. 

It is exceedingly important to the salmon industry of the State of 
Washington that the protocol be approved as soon as possible and also 
that the foregoing enabling legislation be passed without delay. 
Time is of the essence so that the pink-salmon fisheries will come under 
the jurisdiction of the International Pacific Salmon Fisheries Com- 
mission this coming season. I am sure that you know that the pro- 
tocol received unanimous approval of the canners, vessel owners, 
fishermen’s associations and the unions involved in the salmon fishing 
and canning industry. 

I am sure you will do everything possible to expedite the approval 
of the protocol and the passage of the enabling legislation. 


Sincerely yours, 
Heratp A, O’Ner1, 
Executive Secretary, Association of Pacific Fisheries, Puget 
Sound Salmon Canners, Inc. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed 
in brackets; new matter is printed in italic; existing law in which no 
change is proposed is shown in roman): 
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[Pustic Law 255—80TH Conersss] 


[CuapreR 345—lIsr Sxssron] 
{[H. R. 3767] 
AN ACT 


To provide for the protection, preservation, and extension of the sockeye salmon 
fishery of the Fraser River system, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the “Sockeye Salmon Fishery Act of 1947’. 

Sec. 2. When used in this Act— 

(a) Convention: The word “convention” means the convention 
between the United States of America and the Dominion of Canada 
for the protection, preservation, and extension of the sockeye salmon 
fisheries [fishery] of the Fraser River system, signed at Washington 
on the 26th day of May 1930 [.], as amended by the protocol to the 
convention, signed at Ottawa on the 28th day of December 19856. 

(b) Commission: The word ‘‘Commission”’ means the International 
Pacific Salmon Fisheries Commission provided for by article II of the 
convention. 

(c) Person: The word “person” includes individuals, partnerships, 
associations, and corporations. 

(d) Convention waters: The term “convention waters’”’ means those 
waters described in article I of the convention. 

(e) [Sockeye salmon: The term “sockeye salmon” means that 
species of salmon known by the scientific name Oncorhynchus nerka.J 
Sockeye salmon and pink salmon: The term “sockeye salmon” means that 
species of salmon known by the scientific name Oncorhynchus nerka, and 
the term “pink salmon” means that species of salmon known by the 
scientific name Oncorhynchus gorbuscha. 

(f) Vessel: The word “vessel” includes every type or description of 
water craft or other contrivance used, or capable of being used, as a 
means of transportation in water. 

(g) Fishing: The word “fishing” means the fishing for, catching, 
or taking, or the attempted fishing for, catching, or taking, of any 
sockeye salmon or pink salmon in convention waters. 

(h) Fishing gear: The term “fishing gear” means any net, trap, 
hook, or other device, appurtenance or equipment, of whatever kind 
or description, used or capable of being used, for the purpose of 
capturing fish or as an aid in capturing fish. ‘ 

Sec. 3. (a) It shall be unlawful for any person to engage in fishing 
for sockeye salmon or pink salmon in convention waters in violation of 
the convention or of this Act or of any regulation of the Commission. 

(b) It shall be unlawful for any person to ship, transport, purchase, 
sell, offer for sale, import, export, or have in possession any sockeye 
salmon or pink salmon taken in violation of the convention or of this 
Act or of any regulation of the Commission. 

(c) It shall be unlawful for any person or vessel to use any port or 
harbor or other place subject to the jurisdiction of the United States 
for any purpose connected in any way with fishing in violation of the 
convention or of this Act or of any regulation made by the Commission. 
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(d) It shall be unlawful for any person or vessel to engage in fishing 
for sockeye salmon or pink salmon in convention waters without first 
having obtained such license or licenses as may be used by or required 
by the Commission, or to fail to produce such license, upon demand, 
for inspection by an authorized enforcement officer. 

(e) It shall be unlawful for any person to fail to make, keep, sub- 
mit, or furnish any record or report required of him by the Commission 
or to refuse to permit any officer authorized to enforce the convention, 
this Act, and the regulations of the Commission, or any authorized 
representative of the Commission, to inspect any such record or report 
at any reasonable time. 

(f) It shall be unlawful for any person to molest, interfere with, 
tamper with, damage, or destroy any boat, net, equipment, stores, 
provisions, fish-cultural stations, rearing pond, weir, fishway, or any 
other structure, installation, experiment, property, or facility acquired, 
constructed, or maintained by the Commission. 

(g) It shall be unlawful for any person or vessel to do any act pro- 
hibited or to fail to do any act required by the convention or by this 
Act or by any regulation of the Commission. 

Src. 4. Any person who fails to make, keep, or furnish any catch 
return, statistical record, or any report that may be required by the 
Commission, or any person who furnishes a false return, record, or 
report, upon conviction shall be subject to such fine as may be imposed 
by the court not to exceed $1,000, and shall in addition be prohibited 
from fishing for and from shipping, transporting, purchasing, selling, 
offering for sale, importing, exporting, or possessing sockeye salmon or 
pink salmon from the date of conviction until such time as any delin- 
quent return, record, or report shall have been submitted or any false 
return, record, or report shall have been replaced by a duly certified 
correct and true return, record, or report to the satisfaction of the 
court. The penalties imposed by section 5 of this Act shall not be 
invoked for failure to comply with requirements respecting returns, 
records, and reports. 

Src. 5. (a) Except as provided in section 4, any person violating 
any provision of the convention or of this Act or the regulation of the 
Commission upon conviction shall be fined not more than $1,000 or be 
imprisoned not more than one year, or both, and the court may 
prohibit such person from fishing for, or from shipping, transporting, 
purchasing, selling, offering for sale, importing, exporting, or possessing 
sockeye salmon or pink salmon for such period of time as it may 
determine. 

(b) The catch of fish of every vessel or of any fishing gear employed 
in any manner, or any fish caught, shipped, transported, purchased, 
sold, offered for sale, imported, exported, or possessed in violation of 
this Act or the regulations of the Commission shall be forfeited; and 
upon a second and subsequent violation the catch of fish shall be for- 
feited and every such vessel and any fishing gear and appurtenances 
involved in the violation may be forfeited. 

(c) All procedures of law relating to the seizure, judicial forfeiture, 
and condemnation of a vessel for violation of the customs laws and the 
disposition of such vessel or the proceeds from the sale thereof shall 
apply to seizures, forfeitures, and condemnations incurred, or alleged 
to have been incurred, under the provisions of this Act insofar as such 
provisions of law are applicable and not inconsistent with this Act. 
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(d) In cases of minor violations of the provisions of the convention 
or of this Act or the regulations of the Commission, and in cases where 
immediate arrest of the person or seizure of fish, fishing gear, or of a 
vessel, together with its tackle, apparel, furniture, appurtenances, and 
cargo, would impose an unreasonable hardship, the person authorized 
to make such arrest or seizure or any court of competent jurisdiction 
may, in his or its discretion, issue a citation requiring such person to 
appear before the proper official of the court having jurisdiction thereof 
within a specified time, not exceeding fifteen days; or in the case of 
property, post such citation upon said property and require its delivery 
to such court within such specified time. Upon the issuance of such 
citation and the filing of a copy thereof with the clerk of the appro- 
priate court the person so cited and the property so seized and posted 
shall thereupon be subject to the jurisdiction of the court to answer the 
order of the court in such cause. Any property so seized shall not be 
disposed of except pursuant to the order of such court or the provisions 
of subsection (e) of this section. 

(e) When a warrant of arrest or other process in rem, including that 
specified in subsection (d) of this section, is issued in any cause of 
admiralty jurisdiction under this section, the marshal or other officer 
shall stay the execution of such process, or discharge any property 
seized if the process has been levied, on receiving from the claimant of 
the property a bond or stipulation with sufficient sureties or approved 
corporate surety in such sum as the court shall order, conditioned to 
deliver the property seized, if condemned, without impairment in value 
(or, in the case of sockeye salmon or pink salmon, to pay its equivalent 
in money) or otherwise to answer the decree of the court in such cause. 
Such bond or stipulation shall be returned to the court and judgment 
thereon against both the principal and sureties may be recovered in 
the event of any breach of the conditions thereof as determined by 
the court. 

Sec. 6. (a) The President of the United States shall designate a 
Federal agency which shall be responsible for the enforcement of the 
provisions of the convention and this Act and the regulations of the 
Commission, except to the extent otherwise provided for in the con- 
vention and this Act. It shall be the duty of the Federal agency so 
designated to take appropriate measures for enforcement at such times 
and to such extent as it may deem necessary to insure effective enforce- 
ment and for this purpose to cooperate with other Federal agencies, 
State officers, the Commission, and with the authorized officers of the 
Dominion of Canada. 

(b) The Federal agency designated by the President for enforce- 
ment purposes may authorize officers and employees of the State of 
Washington to enforce the provisions of the convention and of this Act 
and the regulations of the Commission. When so authorized such 
officers may function as Federal law-enforcement officers for the pur- 
poses of this Act. 

(c) Enforcement of the convention and this Act and the regula- 
tions of the Commission shall be subject to and in accordance with 
the provisions of article 1X of the convention. 

(d) Any duly authorized officer or employee of the Federal agency 
designated by the President for enforcement purposes under the pro- 
visions of ‘auntie (a) of this section 6; any officer or employee of 


the State of Washington who is authorized by the Federal agency so 
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designated by the President; any enforcement officer of the Fish and 
Wildlife Service of the Department of the Interior, any Coast Guard 
officer, any United States marshal or deputy United States marshal, 
any collector or deputy collector of customs, and any other person 
authorized to enforce the provisions of the convention, this Act, and 
the regulations of the Commission, shall have power, without warrant 
or other process, but subject to the provisions of the convention, to 
arrest any person committing in his presence or view a violation of the 
convention or of this Act or of the regulations of the Commission and 
to take such person immediately for examination before an officer or 
trial before a court of competent jurisdiction; and shall have power, 
without warrant or other process, to search any vessel within conven- 
tion waters when he has reasonable cause to believe that such vessel is 
subject to seizure under the provisions of the convention or this Act, 
or the regulations of the Commission, and to search any place of busi- 
ness or any commercial vehicle when he has reasonable cause to believe 
that such place or vehicle contains fish taken, possessed, transported, 
purchased, or sold in violation of any of the provisions of the conven- 
tion, this Act, or the regulations of the Commission. Any person 
authorized to enforce the provisions of the convention and of this Act 
and the regulations of the Commission shall have power to execute any 
warrant or process issued by an officer or court of competent jurisdic- 
tion for the enforcement of this Act, and shall have power with a search 
warrant to search any person, vessel, or place, at any time. The judges 
of the United States courts and the United States commissioners may, 
within their respective jurisdictions, upon proper oath or affirmation 
showing probable cause, issue warrants in all such cases. Subject to 
the provisions of the convention, any person authorized to enforce the 
convention and this Act and the regulations of the Commission may 
seize, whenever and wherever lawfully found, all fish caught, shipped, 
transported, purchased, sold, offered for sale, imported, exported, or 
possessed contrary to the provisions of the convention or this Act or 
the regulations of the Commission and may seize any vessel, together 
with its tackle, apparel, furniture, appurtenances and cargo, and all 
fishing gear, used or employed contrary to the provisions of the con- 
vention or this Act or the regulations of the Commission, or which it 
reasonably appears has been used or employed contrary to the provi- 
sions of the convention or this Act or the regulations of the Commission. 

(e) Evidence of any regulation made by the Commission may be 
given in any court proceedings by the production of a copy of such 
regulation certified by the Secretary of the Commission to be a true 
copy and no proof of the signature of the Secretary on such certifica- 
tion shall be required. 

(f) Any authorized representative of the Commission, or any per- 
son authorized to enforce this Act and the regulations of the Commis- 
sion may inspect any licenses issued to persons or vessels engaging in 
fishing for sockeye salmon or pink salmon in convention waters and for 
this purpose may at any reasonable time board any vessel or enter upon 
any premises where such fishing is or may be conducted. 

Src. 7. (a) All agencies of the Federal Government are authorized, 
upon request by the Commission, to furnish facilities and personnel for 
the purpose of assisting the Commission in carrying out its duties of 
scientific investigation and improvement of the [fishery] fisheries as 
specified in the convention. 
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(b) None of the prohibitions contained in this Act, or in the laws 
and regulations of the States, shall prevent the Commission from con- 
ducting or authorizing the conduct of fishing operations and biological 
experiments at any time for purposes of scientific investigation, or 
shall prevent the Commission from discharging any other duties pre- 
scribed by the convention. 

Sec. 8. There is authorized to be appropriated, out of any moneys 
in the Treasury not otherwise appropriated, such sums, from time to 
time, as may be necessary to enable the commission and agencies of the 
Federal Government to carry out the provisions of the convention and 
of this Act, including purchase, operation, maintenance, and repair of 
aircraft, motor vehicles (including passenger-carrying vehicles), boats, 
research vessels, and other necessary facilities; and printing. 

Ssc. 9. If any provision of this Act is held invalid for any cause, 


such invalidity shall not affect the other provisions hereof. 

Sec. 10. This Act shall be effective thirty days from the date of its 
approval. 

Approved July 29, 1947. 








Calendar No. 308 


85TH CONGRESS SENATE Report 
Ist Session No. 303 





DEPARTMENTS OF STATE AND JUSTICE, THE JUDICIARY, 
AND RELATED AGENCIES APPROPRIATION BILL, 1958 


May 14, 1957.—Filed under authority of the order of the Senate of May 13, 1957 
and ordered to be printed 


Mr. Jounson of Texas, from the Committee on Appropriations, sub- 
mitted the following 


REPORT 


[To accompany H. R. 6871] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 6871) making appropriations for the Departments of State 
and Justice, the judiciary, and related agencies for the fiscal year 
ending June 30, 1958, and for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made: 


Amount of bill as passed House_............---.-.- $563, 799, 793 
Amount of decrease by the Senate (net)..........-.- 714, 500 
Amount of bill as reported to Senate__......-- 563, 085, 293 
Amount of appropriations, 1957_............------- 605, 765, 157 
Amount of the regular and supplemental estimates, 
£06 Gai uin btinsedeb tlc. cc cee wd BEd 665, 649, 802 
The bill as reported to the Senate: 
Under the appropriations for 1957_............- 42, 679, 864 
Under the estimates for 1958...........-..-.... 102, 564, 509 
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TITLE I—DEPARTMENT OF STATE 


For the Department of State the committee recommends a total 
appropriation of $193,478,243, which is a decrease from the budget 
estimate of $34,236,309 and which is an increase of $28,221,829 above 
the appropriation for fiscal 1957 and an increase of $13,095,500 over 
the amount approved by the House for fiscal 1958. The committce is 
convinced that with the appropriation recommended the Department 
of State can maintain its level of activities for 1957, and in some 
instances enlarge its functions. It is also convinced that if special 
efforts to achieve management efficiencies are made, the Department 
of State can effect still further savings. 


SALARIES AND EXPENSES 


The committee has approved the sum of $99,088,500, for the neces- 
sary salaries and expenses of the Department. This amount is $6 
million over the House allowance, $8,588,500 in excess of the compara- 
ble 1957 appropriation total, and $12,911,500 under the budget esti- 
mates. ‘The additional sum recommended is sufficiently larger than 
last year’s appropriations to prevent any diminishment or impair- 
ment of the functions and services performed by the State Depart- 
ment during fiscal year 1958. 

The committee intends that the State Department utilize the total 
amount recommended for salaries and expenses to provide what, in 
their judgment, is most essential and desirable to accomplish the 
missions of the State Department, and to provide a balanced program 
for personnel, allowances, training, dependent medical benefits and 
recreational facilities at hardship posts. The committee has also 
approved the departmental request for transfer of the language 
covering the transportation and storage of household and personal 
effects of certain foreign service personnel to general provisions of this 
title; an inerease to 20 in the number of vehicles purchased; and an 
increase to $5,500 in the limitation on the amount which may be paid 
for vehicles for Chiefs of Missions. 

The committee is of the opinion that many of the political and 
economic reports prepared by the Department are still unnecessary. 
It is urged that the Department continue to review these reports and 
endeavor to eliminate those which are either superfluous or duplicatory. 
In addition, the committee has favorably noted the efficiency with 
which the Passport Office is operating. It is estimated that fees 
collected in the coming fiscal year by this Office will exceed $4,600,000 
whereas the Department’s proposed budget estimate for its operation 
is only $2,202,650. Within the total sums approved by the com- 
mittee for ‘Salaries and expenses” is included the full amount of the 
Department’s budget estimate for the Passport Office. 


REPRESENTATION ALLOWANCES 


For this item the committee has approved the sum of $800,000, 
which is $200,000 above the House allowance, identical to the amount 
approved by the Congress last year, and $400,000 below the budget 
estimate. While the committee is seriously concerned about the en- 
tire problem of proper representation allowances, it did not have 
before it the information which it believed would justify any increase 
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over the allowance for the previous year. The State Department is 
requested to furnish to the Appropriations Committee a detailed study 
of the entire problem of representation, which study will show by 
country and by class of employee the amount of representation allow- 
ance and the cost over and above that allowance to the employees for 
representation purposes. In addition, this report should show by 
country and by class of employee the recommendation and justifica- 
tion of the State Department of such amount as they believe neces- 
sary for proper representation allowances in each country. 


MISSIONS TO INTERNATIONAL ORGANIZATIONS 


The committee has approved for this item the sum of $1,357,500, 
which is $7,500 above the House allowance, is $256,500 below the 
budget estimate, and is $70,500 above last year’s appropriation. The 
$7,500 increase over the House allowance approved by the committee 
is necessary to provide annualization of the positions authorized in the 
1957 appropriation for the Council of the Organization of American 
States, the Committee for Cultural Action, and the Inter-American 
Juridical Committee. 


INTERNATIONAL CONTINGENCIES 


For this item the committee recommends $1,500,000, which is the 
same amount approved by the House and by the Congress for fiscal 
1957. It is $1,100,000 malew the budget estimate. The Department 
has explained that a current practice of the Budget Bureau in breaking 
their annual authorization into quarterly amounts prevents an effec- 
tive and proper utilization of the sums provided by Congress. Ac- 
cordingly, the committee recommends that, to eliminate this handicap, 
the Budget Bureau permit the Department to make expenditures on 
an annual allotment of the total sum approved. This will afford 
greater flexibility to the Department in meeting these expenditures 
which all recognize to be unpredictable for the most part as to time 
or amount over the course of a year. 


PASSAMAQUODDY TIDAL POWER SURVEY 


For this item the committee has approved the sum of $1,344,000, 
which is $409,000 in excess of the House allowance and identical to 
the revised budget estimate. The committee believes that deferment 
of the $409,000 disallowed by the House would not be a real economy 
since it would simply extend the survey an additional year or more, 
and would result in a dislocation of the timing schedule that has been 
developed between the United States and Canada, a participant in 
this study. It is quite likely that deferment of the $409,000 expendi- 
ture would actually increase the total cost of this survey to both the 
United States and Canada, as well as delaying its orderly completion. 

In addition, the committee has approved an increase in the per diem 
allowance for technical consultants from $50 to $75 for not to exceed 
10 persons at any one time. 
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INTERNATIONAL FISHERIES COMMISSION 


For this item the committee recommends $1,654,000, the exact 
amount of the budget estimate, $54,000 more than the House allow- 
ance, and $388,413 above the 1957 appropriation. The $54,000 in- 
crease is for the purpose of allowing the expeditious completion of the 
lamprey eel project in the Great Lakes. 


INTERNATIONAL EDUCATIONAL EXCHANGE ACTIVITIES 


The committee has recommended for this item a total of $24,000,000, 
which is an increase of $6,425,000 over the House allowance and 
$6,000,000 below the budget estimate. It is $4,000,000 above the 
appropriation for 1957. In addition, the program will have the 
benefit of $3,500,000 of foreign funds which are receipts from the sale 
of surplus agricultural commodities in certain countries under Public 
ane 480. Last year, the exchange program had $1,500,000 of such 
funds. 

In making this recommendation, the committee has taken into 
consideration the necessity of balancing the interests of economy 
and the interests of proven desirable and constructive expenditures. 
There is little doubt that in carrying out the splendid objectives of the 
Smith-Mundt and Fulbright programs the Department of State could 
effectively and profitably expend the total amount requested for this 
year’s educational exchange program. However, because of the 
necessity for making reductions in Federal expenditures which do not 
impair our security through restrictions imposed on vital Federal 
activities, as contrasted with highly desirable Federal activities, the 
committee has disallowed $6,000,000 of the total restoration requested. 

The amount recommended will permit not only a continuation of 
the same level of activities in the educational exchange program as 
prevailed last year, but will also allow for some expansion in this 
program. 

The committee has also approved changes increasing the amount 
of the entertainment limitation within the United States from $1,000 
to $5,000, and administrative expense limitation from $1,275,000 to 


$1,500,000. 
TITLE II—DEPARTMENT OF JUSTICE 


The committee recommends a total appropriation of $226,380,000 
for the Department of Justice in the fiscal year 1958, which is $1,- 
475,000 below the amount approved by the House, $8,200,000 below 
the revised budget estimate and $10,036,350 in excess of the 1957 
appropriation. The reduction includes a $75,000 transfer to the 
Judiciary which was made at the mutual request of the Department 
and the Judiciary. 


SALARIES AND EXPENSES, GENERAL ADMINISTRATION 


The committee recommends for this item the amount of $3,175,000 
which is $75,000 less than the House allowance by reason of that sum 
being transferred to the Administrative Office of the Courts. 
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GENERAL LEGAL ACTIVITIES, SALARIES AND EXPENSES 


For this item the committee recommends $10,650,000, which is 
$450,000 below the budget estimate and $150,000 below the House 
allowance. The sum approved is $330,000 above the 1957 appro- 
priation. 


SPECIAL TEMPORARY ATTORNEYS AND ASSISTANTS 


The committee recommends the full budget estimate for this item, 
which represents an increase of $150,000 over the House allowance 
and the exact amount of the 1957 appropriation. 

The Attorney General presented convincing evidence of the success 
of the Department’s use of special temporary attorneys and assistants. 
Department statistics show a substantial reduction in the backlog of 
many types of litigation. In addition, it was demonstrated that the 
more expeditious handling of these matters has resulted in a net 
financial gain for the Government, largely because of a reduction in 
interest payments in cases involving monetary judgments against the 
United States. 

The committee believes that restoration of this sum enables it to 
reduce the House allowance for general legal services by the same 
amount, which it has recommended on this basis and because of 
granting the request for a limited interchange of funds, not exceeding 
5 percent. 

FEDERAL BUREAU OF INVESTIGATION 


The committee recommends a total appropriation of $101,300,000 
for the Federal Bureau of Investigation, which is $150,000 below the 
House allowance and the budget estimate. The sum approved is 
$5,790,000 above the 1957 SpprOprapan for this item and will allow 
a modest increase in personnel. 


IMMIGRATION AND NATURALIZATION SERVICE 


For this item the committee has approved an appropriation of 
$49,500,000, a reduction of $1,000,000 from the budget estimate and 
$500,000 below the House allowance. The amount approved is 
$1,950,000 in excess of the appropriation for the Service in 1957. 
The committee believes that the Immigration and Naturalization 
Service can continue to perform at its current level of operations with 
the amount provided. 


FEDERAL PRISON SYSTEM, BUILDINGS AND FACILITIES 


The committee recommends a total appropriation for this item of 
$1,000,000, which is $750,000 below the House allowance and $6,000,- 
000 below the budget estimate. The committee concurs with the 
House in its belief that the construction of maximum-security prisons 
and youth-correction buildings be deferred at this time and, in addi- 
tion, has disapproved the $750,000 allowed by the House for the 
replacement of a powerplant at the Lewisburg Penitentiary in 
Pennsylvania. While the evidence available to the committee indi- 
cates a decline in prison population over that estimated in the 1958 
budget, and while the present powerplant at the Lewisburg Peniten- 
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tiary is somewhat obsolete, it can still be used, and there appears to 
be no urgency for its replacement this year. 


GENERAL PROVISIONS 


The committee has amended section 205 of the General Provisions 
to provide for the compensation of experts and consultants at a max- 
imum amount of $75 per day. The committee has also added a new 
section, 207, which provides as follows: 


Sec. 207. Not to exceed 5 per centum of the appropria- 
tions in this title for legal activities and general administra- 
tion shall be available interchangeably with the approval of 
the Bureau of the Budget, but no appropriation shall thereby 
be increased by more than 5 per centum, and any such trans- 
fers shall be reported promptly to the Committees on Appro- 
priations of the Senate and House of Representatives. 


TITLE llI—THE JUDICIARY 


The committee recommends a total appropriation of $38,637,050 
for the various activities under the judicial branch. This sum is 
$75,000 over the House allowance but is $2,218,200 below the total 
budget estimates, and $2,315,615 over the 1957 appropriations. The 
additional $75,000 represents a transfer from the Department of 
Justice to the Office of Administrator, United States Courts as pro- 
posed in a supplemental estimate, Senate Document 35, for examina- 
tion of judicial offices. 

In concurring with the allowances of the House on the remaining 
items, the committee desires to point out with reference to the Proba- 
tion Service that while it has denied funds for additional personnel it 
is convinced that probation continues to offer the most efficient and 
economical method of treating and rehabilitating a large proportion 
of convicted persons. Testimony of judges and officials of the courts 
indicated that the percentage of probation violations between the 
fiscal years 1955 and 1956 dropped from 15.1 to 13.9 percent; also, the 
proportion of convicted defendants, exclusive of immigration defend- 
ants, increased from 37.5 percent in 1955 to 41.1 percent in 1956, and 
the proportion of presentence reports on convicted defendants rose 
from 77.5 percent to 82.8 percent during the same period. Further- 
more, it was testified that the annual cost of supervising a person on 
probation in 1956 was $118.14 as compared with $1,449.05, the cost 
if he had been imprisoned. 

Since 1955 the probation staff has been increased by 300, and of this 
number 180 were authorized for the fiscal year 1957 to improve and 
strengthen the Service. In view of accomplishments made since 1955 
the committee feels that additional personnel is not warranted at this 
time. 

The committee has also approved the increase requested in the 
provision for attendance of probation officers at meetings, 


UNITED STATES INFORMATION AGENCY 


For salaries and expenses of the Agency, the committee recom- 
mends the appropriation of $89,100,000 in the fiscal year 1958 and for 
the acquisition of a radio transmitter, $1,100,000, for a total of 
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$90,200,000. This sum is the approximate amount allowed the 
Agency in the fiscal year 1956; is $15,900,000 below the, amount 
recommended by the House, and is $53,800,000 under the original 
budget requested in the amount of $144,000,000. It also represents 
the average annual expenditure of the United States Information 
Agency for the preceding four years. 

The committee has carefully weighed the facts and the figures 
which were presented to it. There can be no question of the impor- 
tance of an information agency which takes appropriate steps to assist 
the people of other nations in obtaining a true perspective on the ideals 
and the actions of the United States. That proposition was not 
before the committee as an issue. The only real issue was whether the 
officials of USLA were prepared with plans which justified an expendi- 
ture of the taxpayer’s money of a specified amount. 

Unlike the State Department, the USIA does not have a fixed, 
historic structure which sets a floor or a ceiling on the amount of 
money which should be expended. Furthermore, its role must neces- 
sarily vary with the times. Therefore, the issue of how much should 
be spent is not a matter of fixed obligations but a matter of judgment 
which can be based only on the information which is presented to 
those who must make a decision. To serve as any useful guide, the 
information must be specific and not general. 

It is the committee’s judgment that an adequate but balanced 
program can be carried out in fiscal 1958 with the sum provided. The 
committee is perfectly willing to agree with the generality that con- 
siderably greater sums could be spent usefully in such work. But it 
does not feel justified in recommending those sums—in a period when 
economy is one of the pressing needs—without a much more precise 
and detailed justification which indicates clearly that the security of 
the United States will otherwise be weakened. 

The committee is not seeking to pass judgment on the overall 
effectiveness of the individuals of the Agency and their programs. 
Some—like the motion-picture programs and the Latin American 
radio broadcasts—impress the committee as being imaginative and 
well adapted to the needs of our times, and sufficiently proven in 
effectiveness to warrant extension by making appropriate reductions 
in other activities. For example, serious consideration should be 
given to extension of the private network radio broadcasts of station 
WRUL into Brazil, so as to insure complete radio network coverage 
of the whole of Latin America. 

Others—like the press operation—raise serious issues of competition 
with private enterprise and general effectiveness. A limitation on the 
use of funds for competitive activities has been added to the bill, and 

ithe committee recommends that the Agency carefully reappraise its 
programs and activities in order to achieve maximum effectiveness 
with the funds available by shifting funds and personnel between 
areas and mediums on the basis of greatest current need, and the 
most. advantageous mediums, 

In addition, the Agency should concentrate on improving its per- 
sonnel, particularly with respect to foreign-language proficiency. 
Furthermore, it is believed that the number of persons utilized for 
program direction and appraisal and for administration and staff 
support are excessive. The committee, therefore, recommends that 
the Agency, in balancing its program for the new fiscal year, pay 
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special attention to reappraising these functions and the personnel 
assigned to them. 

It is impossible to avoid the impression that there is considerable 
duplication and overlapping of functions between members of the 
USIA and other agencies. The committee feels strongly that there 
would be considerable economy and efficiency achieved were the 
Agency to be returned to the control of the State Department, and 
unanimously recommends that the Foreign Relations Committee 
consider legislation providing for the transfer of the United States, 
Information Agency to the Department of State. 

The committee has reinstated again this year in the bill the language 
providing that not less than $350,000 be utilized for contracts with 
private radio licensees. Apart from this direction, it is the com- 
mittee’s judgment that the Agency should have the widest: discretion 
in balancing its new penaeae within the limitations of the overall 
appropriation provided. 

The committee has approved the increase of entertainment expenses 
within the United States from $500, as allowed by the House, to 
$3,000; the increase of allowances for representation from $50,000 to 
$250,000, the budget estimate; the substitution of 15 passenger cars 
for 15 trucks at overseas installations; and provided language for the 

ayment of travel costs for the dependents of alien employees needed 

y the Voice of America in the United States. 


ITLE V—FUNDS APPROPRIATED TO THE PRESIDENT 
PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 


The committee recommends a total appropriation of $14,390,000 
for this item, an increase of $3,490,000 over the House allowance and 
a reduction from the budget estimate of $4,110,000. The -entire 
additional allowance recommended is for the Universal and Inter- 
national Exhibition of Brussels in 1958. The addition of this amount 
= provide a total for the Brussels exhibition of $8,490,000 in this 

ill. 

The Brussels exhibition is a one-time affair which gives this country 
an opportunity to demonstrate its accomplishments in the arts and 
sciences to many millions of people from foreign countries who are 
expected to visit the fair during its 6-month duration in 1958. With- 
out the additional funds recommended, it would not be possible to 
carry on a satisfactory program in the American exhibition building 
following its construction. 

The committee shares the desire of the United States Commissioner 
General that every advantage be taken of the opportunity afforded 
by the Brussels exhibition to present an outstanding program of 
American culture, including the performing arts. The committee 
concurs with the House in disapproving the expenditure of any funds 
for the purpose of publicizing this exhibition in the United States, and 
in addition is gravely concerned about the planned expenditure for 
public affairs activities abroad. It is recommended that these expend- 
itures be reexamined with the objective of effecting substantial 
reductions. 

The committee was concerned that only $310,000 was requested 
for trade fairs behind the Iron Curtain. In the opinion of the com- 
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mittee, it was felt that much more good could be accomplished if 
additional funds were utilized for this purpose. Therefore, the eom- 
mittee urges that every effort be made to have more fairs in Russia 
and the satellite countries during fiscal year 1958, and that more than 
$310,000 be used for this purpose, if possible. 

The committee has also removed the limitation imposed by the 
House on representation allowances. No funds are allowed for the 
restorations requested for any of the other programs in the President’s 
special international program for the coming fiscal year. 


COMPARATIVE STATEMENT OF APPROPRIATIONS FOR 1957 AND 
THE ESTIMATES FOR 1958 


PERMANENT AND INDEFINITE APPROPRIATIONS 














Appropriation Appropriation Increase (+-) or 
estimate, 1967 estimate, 1958 decrease (—) 
DEPARTMENT OF STATE 
Educational exchange fund, payments by 
Finland, World War I debt_.....-..---.--- $395, 700 SE, PEE otek lalcie mies = 
Payment to the Republic of Panamsa- -_---.-- 1, 988, 000 ROR ea 
Replacement of rsonal property sold 
aeend ae on weuneasuecsuasucossseque 386, 733 335, 468 —$51, 265 
Total. .-...-.------------------------- 2, 712, 433 2, 663, 168 —51, 265 





TRUST FUNDS 
{Not a charge against revenue] 





DEPARTMENT OF STATE 


Oo csatihdiiceianieeteahaibeernnstores $2, 868, 000 $2, 470, 000 —$398, 000 


United States dollars advanced from foreign 
governments, United States international 


educational exchange program. ....-.-.-.-- 300, 000 900, 000 j 0c. cccssstendind 
BORN. co ccncctccvanccctcebssoouvonce 3, 168, 000 2, 770, 000 —398, 000 
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Calendar No. 309 


85TH Conaress } SENATE { 


Report 
1st Session No. 304 





DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATION BILL, 1958 


May 14, 1957.—Ordered to be printed under authority of the order of the Senate 
of May 13, 1957 


Mr. Houiianp, from the Committee on Appropriations, submitted 
the following 


REPORT 
[To accompany H. R. 6700) 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 6700) making appropriations for the Department of Commerce 
and related agencies for the fiscal year ending June 30, 1958, and for 
other purposes, report the same to the Senate with various amend~ 
ments and present herewith information relative to the changes made: 


Amount of bill as passed House._.............-.--- $653, 685, 060 
Amount of decrease by the Senate.................-. 40, 100, 770 

Amount of bill as reported to Senate.......... 613, 584, 290 
Amount of appropriations, 1957............-------- 768, 535, 136 


Amount of the regular and supplemental budget esti- 
mates, 105i. Liwaid su nsrndvviddecdemnanednnecionsio 871, 513, 000 


The bill as reported to the Senate: 
Under the appropriations for 1957_..........-.. 154, 950, 846 
Under the estimates for 1958_.............-.-.- 257, 928, 710 
TITLE I—DEPARTMENT OF COMMERCE 


For the Department. of Commerce, the committee recommends 
$551,890,690, a reduction of $39,496,370 below the amount approved 
by the House, $251,899,310 below the budget estimates, and 
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$81,659,446 below the 1957 appropriations. It is to be noted that 
$65,000,000 of these reductions is made possible by authorizing the 
transfer of certain unexpended balances of the War Shipping Admin- 
istration liquidation fund for use in meeting liquidation of obligations 
in connection with operating-differential subsidies. The detail, with 
comparisons of the amount recommended with the appropriations for 
fiscal year 1957 and with amounts allowed by the House of Repre- 
sentatives, is shown in the accompanying summary table, showing the 
amounts allowed by title of the bill and by agency. 


Civit AERONAUTICS ADMINISTRATION 


Operation and regulation.—Thecommittee recommends $190,201,000, 
an increase of $12,453,200 over the House bill and a reduction of 
$4,799,000 in the estimate. 

The increase provided is to meet needs for the highest priority items 
of a requested restoration of $15,623,200, of which $12,203,200 was 
allowed. In addition, there is included an item of $250,000 for the 
continued maintenance of 77 intermediate landing fields. 

Language has been included to authorize purchase of 49 passenger 
motor vehicles in lieu of the 40 allowed in the House bill; and other 
language relating to aircraft operations has been allowed as requested 
in the budget estimate. : 

Establishment of air navigation facilities—The committee recom- 
mends $132,645,190, an increase of $16,083,330 over the House bill 
and a reduction of $42,354,810 in the estimate. 

The committee agrees with the House report with reference to the 
provinton of an additional $21,500,000 for the new VORTAC system 

y transfer from military appropriations and also concurs with the 
deferment of the $15,662,000 for long-range radar for the reasons 
stated by the House. 

The increase over the House bill specifically provides $10,997,000 for 
the establishment of airport surveillance radar facilities ; $3,667,330 for 
the establishment of very high frequency omniranges; and $1,419,000 
for the establishment of terminal omniranges. 

Grants-in-aid for airports.—The committee recommends $25,000,000, 
a reduction of $5,000,000 below the House bill, and $10,000,000 below 
the budget estimate. 

The committee was informed that there would remain unexpended 
approximately $17,500,000 of prior appropriations and it is felt that 
this amount with the amount herein recommended should provide 
sufficient funds for liquidation of obligations in fiscal 1958. 

Air navigation development.—The committee has approved language 
which will make available $255,000 for administrative expenses in- 
stead of the $192,000 provided in the House bill. 


BusINEss AND DEFENSE SERVICES ADMINISTRATION 


Salaries and expenses.—The committee recommends $5,682,000, an 
increase of $2,167,000 over the House bill but a reduction of $1,393,000 
in the estimate. 

The increase is provided to make possible the continuance of the 
industry divisions at what is believed to be a reasonable and adequate 
level for the mobilization planning and business service activities of 
the divisions concerned. 
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Orrice or AREA DEVELOPMENT 


Salaries and expenses.—The committee recommends $200,000, a 
reduction of $195,000 from the House bill. In view of the pending 
legislation relating to distressed areas assistance, the committee feels 
it premature and inadvisable to authorize any larger level for this 
activity now. 

Bureau or Foreign COMMERCE 


Salaries and expenses.—The committee recommends an appropria- 
tion of $2,445,000, an increase of $183,500 over the House bill and a 
reduction of $200,000 in the budget estimate. The amount allowed 
will permit the discharge of the trade promotion activities of the 
Bureau at approximately the present level of effort. 


MARITIME ACTIVITIES 


Ship construction.—The committee recommends language, the effect 
of which will be to permit utilization of funds already appropriated, 
for administrative expenses for 1958‘in the construction of 17 ships. 

Operating-differential subsidies—The committee has allowed 
$35,000,000 as an appropriation and in addition, has recommended 
language to make available by transfer $65,000,000 from War 
Shipping Administration liquidation fund which as of March 31, 
1957, had a balance of $76,928,635. For this item the House allowed 
a cash appropriation of $100,000,000. In 1947 the Congress appro- 
priated $200,000,000 in the Second Supplemental Appropriation Act, 
1948, to pay shipping claims arising prior to January 1, 1947. This 
account has been in existence for about 10 years. The record shows 
that a substantial portion will not be required for the purpose for 
which appropriated. The committee’s recommendation continues 
$10,000,000 for settlement of claims, $65,000,000 for subsidy pay- 
ments, and rescission of the balance. 

War Shipping Administration liquidation.—The committee recom- 
mends an amendment to the House bill to provide for the rescission 
of that portion of this fund not specifically extended by the language. 


Bureau or Pustic Roaps 


Forest highways-——The committee recommends $23,000,000, a 
reduction of $2,000,000 from the House bill and a reduction of 
$5,000,000 in the estimate. The committee was informed that the 
amount provided will be adequate to meet expenditure requirements 
in 1958 for the activities carried on under the authorizations granted 
in the Federal-aid highway acts. 

General provisions.—The committee recommends approval of lan- 
guage authorizing rates of not to exceed $100 per diem for temporary 
services as authorized by 5 U. S. C. 55a but has included language 
limiting expenditures for such purposes to $10,000. 


NATIONAL BurEnAvu OF STANDARDS 


Expenses.—The committee recommends $9,948,000, an increase of 
$1,039,500 over the House bill and a reduction of $1,552,000 in the 
estimate. 
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__ The increase over the House bill provides for high pricrity items 
identified by the Director of the National Bureau of Standards in his 
testimony. These increases are summarized as follows: 


Physics, electronics, and mathematics._._......_...._________.____ $343, 400° 
Chemistey end meteluréy..... .. ue cccuecocee seca 196, 800 
Mechanics ‘and structures... 2-2 ce 71, 500 
Radio sciences and cryogenic engineering._.........__....---_---- 427, 800. 

Me aticeialiietrarat neste tna tiple pene oie ae Bharti det idiedls 1, 039, 500: 


WeraTHER Bureau 


Salaries and expenses.—The committee recommends $38,252,200). 
an increase of $772,100 over the House bill and a reduction of 
$1,047,800 in the estimate. 

The additional amount allowed over the House bill provides specifi- 
cally for the following items, which according to the testimomy, were 
not allowed by the House: 


Higher-speed electronic computer for meteorological researeh__..__..- $400,000 
Restoration of base funds for researech.__.._..._..-..-----.-------- 200, 000 
Operation and maintenance of observing facilities_.............---- . 97,900 
Retirement fund contribution (base program)_-.............--.---- 74, 200 

OWN BSG VAL GOR . US LUELL . SU. ALL ee He oS 772, 100 


The committee wishes to emphasize again its concern with meteor- 
ological research. It is the sense of the committee that the amount of 
$2,804,500 recommended for research is not to be diverted for other 
purposes, as was the case in the current fiscal year. 


GENERAL PROVISIONS 


The committee recommends language section 104, whieh will pro- 
vide 14 additional supergrade positions for the Civil Aeronautics: 
Administration. The committee was informed that this authoriza- 
tion was necessary to permit recruitment and retention of key 
technical, professional, and managerial positions in the Civil Aero- 
nautics Administration. 


TITLE t11—_THE PANAMA CANAL 


Operating expenses.—The committee recommends $15,765,600, an 
increase of $117,000 over the House bill and a reduction of $782,400 
‘in the estimate. The additional amount over the House bill is to 
provide special appliances and salaries and qualified professional 
workers for sehuolitie for handicapped children. Testimony before 
the committee indicated that there are over 400 children who 
are physically or mentally handicapped requiring some special  in- 
struction and 250 known cases ‘that should be given full-time special 
‘instruction separated from normal children, 

Capital outlay.—In this appropriation request, the House disallowed 
an item for part of the cost of constructing new residences for the 
Governor and Lieutenant Governor. In taking this action the House 
report indicated that these projects should be deferred pending review 
ijbefore the appropriate committees of Congress. Testimony before 
the’ co-mittee established that the Panama Canal Company has 
substantive authority to build these houses with company’ funds 
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although an appropriation is required for the part of the costs allocable 
to the Canal Zone Government. Such costs include site preparation, 
utility connections, landscaping, etc. In view of the statutory au- 
thority for the construction of~these houses, the committee recom- 
mends the appropriation. 

The present residence of the Governor is a frame structure built 
in 1904. The Governor testified that the present structure can be 
rebuilt for about $110,000. The committee considers that the duties 
of the Governor as the representative of the United States Govern- 
ment in the Canal Zone require the provision of a residence at least 
as adequate as the present structure and that replacement or recon- 
struction of the residence is necessary to eliminate expensive main- 
tenance costs. The committee also considers that the compan 
should complete the quarters program by building the planned resi- 
dence for the Lieutenant Governor. Accordingly the committee 
has increased the appropriation for capital outlay of the Canal Zone 
Government costs for replacing or rebuilding the Governor’s residence 
and building a new house for the Lieutenant Governor. 

The entire appropriation for Canal Zone Government is reimbursed 
to the Treasury from revenues or by the Panama Canal Company. 

The committee recommends approval of language authorizing rates 
of not to exceed $100 per diem for temporary services as authorized 
by title 5, United States Code, section 55a. In section 203, where 
this amendment appears, the bill provides a limitation of $15,000 for 
such services. 


TITLE N1I—INDEPENDENT AGENCIES 
Apvisory COMMITTEE ON WEATHER CONTROL 


Salaries and expenses.—The committee recommends $250,000. This 
is a reduction of $60,000 in the budget estimate. The House bill made 
no allowance for this item. 

The committee in making the above recommendation understands 
that the amount allowed will provide sufficient funds for the prepara- 
tion of a final report and that the agency will be completely liquidated 
by July 30, 1958. 

Crvit Arronautics Boarp 


Salaries and expenses.—The committee recommends $5,725,000, an 
increase of $469,600 over the House bill, and the same amount as the 
budget estimate. The amount allowed will permit the Board to con- 
tinue to make progress in its economic regulation activities with par- 
ticular regard to accounting and audit activities as well as the field 
of safety regulation. 

Payments to air carrier:.—The committee recommends $37,228,000, 
a reduction of $1,526,000 from the House bill and a reduction of 
$5,112,000 in the estimate. 

It is believed that the amount recommended will be adequate for 
requirements for such payments in 1958 in view of the approval of 
certain fare increases approved for Hawaiian carriers and other factors 
tending to reduce air carrier subsidies. 
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Tartrr ComMMISsION 


Salaries and expenses.—The committee recommends $1,700,000, an 
increase of $60,000 over the House bill and the amount of the budget 
estimate. The committee recognizes the importance of the Commis- 
sion and is aware of the workload involved in supplying information 
to the Congress. Testimony given in the course of the hearings re- 
vealed that in the face of growing workload the Tariff Commission 
has been understaffed. 


TITLE IV—GENERAL PROVISIONS 


The committee recommends deletion of section 401 (b) which would 
prohibit use of management consultants. Statements from the De- 
partment of Commerce and the Panama Canal Company were pre- 
sented in the hearings urging this deletion. 





i 
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Calendar No. 310 


85TH CoNnGREss } SENATE Reporr 
1st Session No. 305 





INCREASING RETIRED ANNUITIES OF CERTAIN CIVILIAN MEM- 
BERS OF THE TEACHING STAFFS OF THE UNITED STATES NAVAL 
ACADEMY AND THE UNITED STATES NAVAL POSTGRADUATE 
SCHOOL 





May 15, 1957.—Ordered to be printed 





Mr. Srennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R, 5832] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 5832) to increase the retired annuities of the civilian members 
of the teaching staffs of the United States Naval Academy and the 
United States Naval Postgraduate School, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the proposed legislation is to authorize increases 
for certain civilian members of the teaching staffs of the United States 
Naval Academy and United States Naval Postgraduate School who 
were retired prior to October 1, 1956, and to their survivor annuitants, 
to the same extent that retirement annuities were increased by Public 
Law 369 of the 84th Congress (August 11, 1955) for persons retired 
under the Civil Service Retirement Act, as amended. 


SCOPE OF LEGISLATION 


The only persons within the scope of this legislation are the civilian 
faculty members of the above-named institutions who were on the 
retired list on October 1, 1956, and the survivor annuitants of these 
members. Beginning October 1, 1956, civilian faculty members of the 
two schools are retired under the Civil Service Retirement Act pur- 
suant to Public Law 854 of the 84th Congress. (approved July 31, 
1956). Those members on the retired list prior to the October date 
continue to receive their annuities under the act of January 16, 1936, 
which provides for contributions by the civilian faculty mémbers of 
the Teachers’ Insurance and Annuity Association of America, together 
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with certain contributions by the Department of the Navy from 
appropriated funds. This latter group therefore did not benefit from 
the legislation which extended retirement increases to persons on the 
civil-service retirement list. 


AMOUNT OF INCREASES 


The bill authorized an increase for the retired civilian faculty 
members and their survivor annuitants to the same extent that in- 
creases were authorized for persons retired under the Civil Service Act 
pursuant to Public Law 369 of the 84th Congress, (April. 11, 1955). 
Thé bill provides that no arinuity with the proposed increases could 
exceed $4,104 annually. There would be a total of 2 annuities which 
would be increased annually from between $100 to $200, 13 between 
$200 and $300, and 10 between $300 and $400. 


NUMBERS AFFECTED 


There would be a total of 25 persons affected by this legislation, 
22 retired members and 3 widows. ‘There are six otherretired members 
who were on the retired rolls prior to October 1, 1956. These 6 
members would not be affected, however, since they are already 
receiving annuities in excess of $4,104. 


FUTURE INCREASES 


Section 3 of the bill provides that the retired civilian faculty mem- 
bers who were not brought under the civil-service retirement system 
will in the future receive the benefits of any increases which are author- 
ized for persons retired under the Civil Service Retirement Act and 
their survivors. This section will therefore remove the necessity for 
special legislation in the future for this small group of retired faculty 
members. 

ESTIMATED COST 


The maximum cost of this legislation for the next fiscal year is 
$6,858. This amount would decrease annually as annuitants leave the 
list. 

DEPARTMENTAL RECOMMENDATIONS 


The proposed legislation is a part of the Department of Defense 
legislative program for 1957 and its enactment is recommended by the 
Department of Defense, and the Bureau of the Budget interposes no 
objection as indicated by the following attached letter which is hereby 
made a part of this report. 

DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 4, 1957. 


The PRESIDENT OF THE SENATE, 
United States Senate, Washington, D. C. 

My Dear Mr. Presipen?: There is enclosed a draft of proposed 
legislation to increase the retired annuities of the civilian members of 
the teaching staffs of the United States Naval Academy and the 
United States Naval Postgraduate School. 








INCREASING RETIRED ANNUITIES OF TEACHING STAFFS 3 


This proposal is a part of the Department of Defense legislative 
program for 1957 and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the con- 
sideration of the Congress. The Department of the Navy has been 
designated as the representative of the Department of Defense for 
this legislation. It is recommended that this proposal be enacted by 
the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to authorize increases in 
the annuities received by retired civilian members of the teachin 
staffs of the Naval Academy and the Naval Postgraduate Schoo 
comparable with those given by Public Law 369, 84th Congress, 
approved August 11, 1955 (69 Stat. 692), to persons retiring under the 
Civil Service Retirement Act of May 29, 1930, as amended. 

Section 402 of Public Law 854, 84th Congress, approved July 31, 
1956 (70 Stat. 763), brought the civilian members of the teaching 
staffs of the Naval Academy and the Naval Postgraudate School under 
the Civil Service Retirement Act as of October 1, 1956. Those Civilian 
members of the teaching staffs of the Naval Academy and Naval 
Postgraduate School, however, who were retired before October 1, 
1956, continue to receive their retired annuities under chapter 607 
of title 10, United States Code, the provisions of law under which these 
civilian faculty members received retirement annuities before they 
were brought under the Civil Service Retirement Act. 

Publie Law 371, 84th Congress, approved August 11, 1955, provided 
a cost-of-living increase for the civilian faculty members of the 
Naval Academy and the Naval Postgraduate School, then on the 
retired list, comparable with the increases given by the act of F ebruary 
28, 1948 (62 Stat. 52) and the act of July 16, 1952 (66 Stat. 722) to 
persons retired under the Civil Service Retirement Act. The increases 
granted by Public Law 371 affected the annuities of only 10 of the 
31 retired faculty members because of the limitation in the law that 
no annuity should be increased beyond $2,160 a year. 

Public Law 369, 84th Congress, provided increases in the annuities 
of persons retiring under the Civil Service Retirement Act of May 29, 
1930, in accordance with the following schedule: 


Annuity not Annuity in 


in excess of excess of 
If annuity commences between— $1,500 to be | $1,500 to be 
increased increased 
by— by— 

Asem: SD. 2000 geek Dat SB, TONG: ncintidiistucnsniintnctibitilienicenbiintbghion 12 percent._..| 8 percent, 
eS CE Se ee ea er 10 percent...| 7 percent, 
ee ST Be RS EL REI A ET 8 percent._..| 6 percent. 
Se 2, TORE, 0G T0002, BO ixctcvccccdedssctnvutdantbiiatinntemetinianalll 6 percent....| 4 percent. 
Se Ee SE TE, TN cnn atrach.aewncniccndalasmmaianiaciiddemamemnaietal 4 percent....| 2 percent. 
ouuy 5, £000; en Dee. Bhs TOW... .ciccsccnnceddatcvickbbaucenstsbboctnbuaaieah 2 percent....| 1 percent. 





These increases could not exceed the sum necessary to increase the 
annuity to $4,104 and when added to the annuities of the retired 
employ ees’ could not operate to increase the annuities of their sur- 
vivors. Provision was made, however, for corresponding increases in 
survivor annuities. 
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The proposed legislation would provide for the civilian faculty 
members of the Naval Academy and Naval Postgraduate School, who 
are receiving their retirement annuities under chapter 607 of title 10, 
United States Code, the same increases as were provided by Public 
Law 369, 84th Congress, for employees retired under the Civil Service 
Retirement Act before July 1, 1955. No civilian faculty members 
were retired under chapter 607 of title 10, United States Code after 
June 30, 1955. The proposed legislation would also provide the same 
increases in the annuities of the survivors of these civilian faculty 
members as is provided by Public Law 369 for the survivors of employ- 
ees retired under the Civil Service Retirement Act. 

As the civilian faculty members who were retired before July 1 
1955, will not receive the benefits of any legislation which is enacted 
to increase the annuities of employees who have been retired under the 
Civil Service Retirement Act and their survivors, this proposed legis- 
lations contains a provision which would make any such legislation 
enacted in the future applicable to these petired’ civilian faculty 
members and their survivors, 


COST AND BUDGET DATA 


Enactment of this proposed legislation will result in no appreciable 
increased cost to the Department of Defense. 
Sincerely yours, 
Cuarues S. THomas, 
Secretary of the Navy. 


O 
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AUTHORIZING THE SECRETARIES OF THE MILITARY 
DEPARTMENTS TO FURNISH STEVEDORING AND 
OTHER SERVICES TO COMMERCIAL VESSELS 


May 15, 1957.—Ordered to be printed 


Mr. Russg.u, from the Committee on Armed Services, submitted 
the following 


REPORT 


(To accompany H. R. 2797] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2797) to amend title 10, United States Code, to authorize the 
Secretary of a military department to furnish stevedoring and terminal 
services and facilities to commercial steamship companies, and for 
other purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this legislation is to authorize the military depart- 
ments to furnish stevedoring and terminal services to commercial 
steamship companies engaged in carrying cargo sponsored by the 
Department of Defense and to permit payments for such services to 
be reimbursed to the appropriation or fund initially charged. 


BACKGROUND OF THE BILL 


When commercial ships scheduled to carry Department of Defense 
cargo arrive at Navy piers, they may require eencerias or terminal 
services. Under existing law the Department of the Navy requires 
that such ships make an advance deposit of sufficient sums of money 
to cover the cost of such services. The services are for the benefit 
of commercial shipping companies but must be ee the 
Department of Defense in order to expedite transportation of military 
cargo. 

The services performed by the military departments for which 
collection is made from the steamship companies are services to be 
only those that are required for the transportation of Department of 
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Defense cargo and passengers. In all cases they are directly related 
to and necessary for the transportation of supplies and personnel for 
which the Department of Defense is responsible and are a necessary 
corollary to the military department’s general authority to provide 
for the transportation of its supplies and personnel. 

The cost of these services at their own terminals is included in the 
ocean transportation rates negotiated and paid by the Military Sea 
Transportation Service and, in turn, is ultimately charged against the 
applicable appropriations of the military departments available for 
ocean transportation. In many cases, however, the cargo is loaded 
onto or discharged from the commercial vessels at terminals or depots 
of the military departments at which the necessary services for the 
vessels must be provided by the military departments concerned, 
either directly or through their stevedoring contractors. 

The services to these vessels are not furnished by the military 
departments except in instanees where it is impracticable or contrary 
to the interest of the Government to require the steamship company 
to obtain them for commercial sources. 

These services are properly chargeable to the commercial steamship 
company because the ocean transportation rates negotiated by the 
Military Sea Transportation Service with the steamship company are 
are based on these services being at the expense of the steamship 
companies. 

EXAMPLE OF NEED FOR LEGISLATION 


Quite frequently the scope of the services which may be furnished 
for the convenience of the carrier may not be ascertainable in time 
to obtain an advance collection during the normal business week. 
For example, based on best estimates a carrier may deposit $1,000 for 
services which would be sufficient to cover services furnished on a 
Thursday or Friday. However, owing to bad weather or other delays 
at a prior port of loading the vessel may not dock until Saturday and 
therefore require services throughout Saturday and Sunday. All 
hours involve overtime premium payment. The $1,000 originally 
deposited may not be sufficient to reimburse the Government for all 
‘cost incurred and it is necessary to contact the carrier for the purpose 
of supplementing the advance deposit based on a new estimate of 
cost. Normally the administrative office of steamship companies is 
closed on Saturday and Sunday and it is usually impossible to obtain 
additional funds over the weekend. Under existing laws it is necessary 
for the Navy to terminate shiploading operations when the amount 
deposited in special accounts have been expended. At this point lack 
of funds on deposit prevents the Government from fulfilling its obli- 
gations to the vessel under the terms of space shipping contracts. 


AMENDMENTS TO THE ORIGINAL BILL BY THE HOUSE 


The bill was amended in the House to indicate the specific provision 
of law which now renders doubtful the legal authority to perform the 
services contemplated by this bill by making reference to section 3678 
of the Revised Statutes (31 U.S. C. 628) instead of using the term 
“Notwithstanding any other provision of law.” The House also in- 
serted the word ‘‘vessels’”’ in place of ‘‘commercial steamship compa- 
nies” in order to make clear that the bill applies only to vessels which 
are carrying cargo and passengers sponsored by the military depart- 
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ment and has no application to other vessels under the same owner- 
ship which are not so engaged. 


FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 


DEPARTMENTAL RECOMMENDATION 


H. R. 2797 is a part of the legislative program for the Department of 
Defense for the 85th Congress as is evidenced by letter dated January 
8, 1957, from Acting Secretary of the Navy Thomas S. Gates, Jr., 
which is set out below and made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 


My Dear Mr. Speaker: There is enclosed herewith a draft of 
legislation to amend title 10, United States Code, to authorize the 
Secretary of a military department to furnish stevedoring and ter- 
minal services and facilities to commercial steamship companies, and 
for other purposes. 

This proposed legislation is part of the Department of Defense 
legislative program for 1957. The Bureau of the Budget has advised 
that there is no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has 
been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to authorize the military depart- 
ments to furnish stevedoring and terminal services to commercial 
steamship companies engaged in carrying cargo sponsored by the 
Department of Defense and to permit payments for such services to 
be reimbursed to the appropriation or fund initially charged. 

Under certain circumstances, the Department of the Army has 
furnished such services at its expense and credited payments received 
therefor to the appropriation affected. The Department of the Navy 
also furnishes such services but requires the steamship companies 
to make an advance deposit sufficient to cover the cost of such services. 
However, the Department of the Navy has found that in most cases 
it is not feasible to require an advance to cover the cost of such 
services, since the extent of the services required varies considerably 
under different circumstances and cannot be predicted in advance 
for any particular shipment. 

The services performed by the military departments for which 
collection i is made from the steamship companies are services that are 
required for the transportation of Department of Defense cargo and 
passengers. In all cases they are directly related to and necessary 
for the transportation of supplies and personnel for which the Depart- 
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ment of Defense is responsible and are a necessary corollary to the 
military department’s general authority to provide for the transpor- 
tation of its supplies and personnel. 

Commercial steamship companies require certain terminal services 
in carrying out their shipping contracts, charters, and bills of lading. 
The cost of these services is included in the ocean transportation 
rates negotiated and paid by Military Sea Transportation Service and, 
in turn, is ultimately charged against the applicable appropriations 
of the military departments available for ocean transportation. In 
many cases, however, the cargo is loaded onto or discharged from the 
commercial vessels at terminals or depots of the military departments 
at which the necessary services for the vessels must be provided by 
military departments concerned, either directly or through their 
stevedore contractors. These vessels services are not furnished by 
military departments except in instances where it is impracticable or 
contrary to the interest of the Government to require the steamship 
company to obtain them from commercial sources. These services 
are properly chargeable to the commercial steamship company, |be- 
cause the ocean transportation rates negotiated by Military Sea 
Transportation Service with the steamship company are based on 
these services being at the expense of the steamship company. 

Enactment of the proposed legislation would authorize the military 
departments to provide these services and to credit such payments 
therefor to the appropriation or fund concerned. 


COST AND BUDGET DATA 


Inasmuch as the proposed legislation provides that funds received 
would be reimbursed to the appropriation or fund initially charged, 
this legislation would cause no increase in the budgetary requirements. 

Sincerely yours, 
Tuomas S. Garss, Jr., 
Acting Secretary of ‘the Navy. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed in parallel columns the text of 
provisions of existing law which would be amended by the various 
provisions of the bill. 


EXISTING LAW THE BILL 
Title X, United States Code 
* * » * +. 


Sec. 2632. Transportation to and 
from certain places of employ- 
ment 

* * * * * 

(c) To provide transportation 
under subsection (a), the depart- 
ment may— 

* * 6 7 * 
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EXISTING LAW 


(d) Fares received under sub- 
section (a), and proceeds of the 
leasing or chartering of equipment 
under subsection (c) (3), shall be 
covered into the Treasury as mis- 
cellaneous receipts. 

* * * * * 


Section 3678, Revised Statutes 
(31 U. S. C. 628) 


Except as otherwise provided by 
law, sums appropriated for the 
various branches of expenditure in 
the public service shall be applied 
solely to the objects for which they 
are respectively made, and for no 
others. 


THE BILL 


That title 10, United States Code, 
is amended by inserting the fol- 
lowing new section after section 
2632: 


“§$ 2633. Terminal services, fur- 
nish to commercial steamship 
companies 


“Notwithstanding the provi- 
sions of Section 3678 of the Re- 
vised Statutes (31 U. S. C. 628), 
the Secretary of the military de- 
partment, under such regulations 
as he may prescribe, may furnish 
stevedoring and terminal services 
and facilities at fair and reasonable 
rates to commercial steamship 
companies engaged in carryin 
cargo and passengers ammaed 
by his department. Collections 
received for such services and fa- 
cilities shall be reimbursed to the 
appropriation or fund initially 
charged.” 

Src. 2. The analysis of chapter 
157, title 10, United States Code, 
is amended by inserting the fol- 
lowing item: 


“2633. Terminal services, furnish 
to commercial steamship com- 
panies.” 


O 
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AUTHORIZING LAND CONVEYANCE TO THE STATE OF 
WYOMING COMPRISING A PART OF FRANCIS E. 
WARREN AIR FORCE BASE 





. 
May 15, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany §S. 358] 


The Committee on Armed Services, to whom was referred the bill 
(S. 358) to authorize the conveyance to the State of Wyoming of 
about 37.75 acres of land comprising a part of Francis E. Warren Air 
Force Base, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize and direct the Secretary of 
the Air Force to convey to the State of Wyoming approximately 
37.75 acres of land comprising a part of the Francis E. Warren Air 
Force Base. 

BACKGROUND 


y 


Fort Francis E. Warren is an Air Transport Command installation 
located about 1 mile northeast of Cheyenne, Wyo., and comprising 
approximately 7,500 acres. The Department of the Air Force cur- 
rently has an investment exceeding $23 million at this base. The 
37.75 acres involved are located along the eastern boundary of Fort 
Francis E. Warren and are currently leased to the State of Wyoming 
which uses the land as a site for State highway department office 
buildings. It is estimated that the 37.75 acres have a current value of 
approximately $19,000. 


FISCAL DATA AND CONDITIONS OF CONVEYANCE 


The bill provides that the Secretary of the Air Force is authorized 
and directed to convey to the State of Wyoming this property at its 
fair market value. The terms of the conveyance will include all right, 
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title, and interest of the United States in and to the 37,75 acres, sub- 
ject to such other terms as the Secretary of the Air Force may consider 
to be in the public interest. 

Enactment of this bill will not involve any expenditure of funds of 
the Department of Defense. 


DEPARTMENTAL RECOMMENDATION 


“Neither the Department of the Air Force, for the Department of 
Defense, nor the Bureau of the Budget has any objection to S. 358, 
as evidenced by the letter dated / A pril 18, 1957, from Secre tary of the 
Air Force Quarles, which is set out below and made a ‘part ‘of this 
report: 

DEPARTMENT OF THE A$r Force, 
Orricr OF THE SECRETARY, 
Washington, April 18, 1957; 
Hon. Ricnarp B. RusseEtt, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CHarrMAN: Reference is made to your request for the 
views of the Department of Defense with respect to S. 358, a bill to 
authorize the conveyance to the State of Wyoming of about 37.75 
acres of land comprising a part of Francis E. Warren Air Force Base. 
The Secretary of Defense has delegated to this Department the respon- 
sibility for expressing the views of the Department of Defense. 

This bill would authorize the transfer of approximately 37.75 acres 
of land along the east boundary of Francis E. Warren Air Force Base, 
Wyoming, from the Air Force to the State of W yoming. ‘This prop- 
erty is presently leased to the State of Wyoming and is used as a site 
for State highway department office buildings. 

The Department of Defense has no foreseeable requirement for 
this property and its proposed transfer to the State of Wyoming will 
not adversely affect plans for Francis E. Warren Air Force Base. For 
this reason, the Department of the Air Force on behalf of the Depart- 
ment of Defense has no objection to the transfer of this property from 
the Air Force to the State of Wyoming. 

The enactment of this bill will not involve the expenditure of funds 
of the Department of Defense. As indicated in the legislation, con- 
veyance of the land will be at fair market value. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to the Congress. 

Sincerely yours, 
Donatp A. QUARLES. 


O 
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TRANSFERRING FROM THE SECRETARY OF THE NAVY TO’ THE’ 
SECRETARY OF THE INTERIOR, CERTAIN DUTIES RELATING TO 
THE SAN DIEGO AQUEDUCT, CALIFORNIA 


May 15, 1957.—Ordered to be printed 





Mr. Jackson, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H, R, 2781] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2781) to amend the act entitled “An Act to authorize the 
Secretary of the Navy to enlarge existing water-supply facilities for 
the San Diego, Calif. area in ‘order to insure the existence of an 
adequate w ater supply for naval installations and defense production 
plants in such area,” approved October 11, 1951, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize transfer of the administration 
of a contract relating to the San Diego aqueduct from the Department 
of the Navy to the Department of the Interior. 


BACKGROUND OF THE BILL 
History 

Following an interdepartmental study of ways to relieve a critical 
water shortage in the city of San Diego and nearby communities, the 
President in 1945 instructed the Department of the Navy to begin 
construction of the first barrel of an aqueduct that would transfer 
Colorado River water to the areas in need. On October 17, 1945, the 
Department of the Navy and the city of San Diego entered into a 
contract under the terms of which the city agreed to eee the aqueduct 
when it was completed and the city had an option to purchase the 
aqueduct at the true cost as determined according to the contract. 
Public Law 482 of the 80th Congress ratified this action and author- 
ized the completion of the first barrel of the project. The city of San 
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Diego subsequently assigned its rights in the contract to the San Diego 
County Water Authority. 

Public Law 171 of the 82d Congress authorized the Navy to con- 
struct the second barrel of the aqueduct. That law also authorized 
the Navy to enter into an amendment of the original contract to 
include the second barrel and to grant the San Diego County Water 
Authority the right to purchase the second barrel over a 40-year 
period, with annual payments being one-fortieth of the true cost of 
the project plus interest. 

Possession of the first barrel was turned over to the San Diego 
County Water Authority on January 1, 1952. The second barrel was 
completed in February 1955, at which time possession was turned 
over to the authority. 


Features of the bill 


The construction of the San Diego aqueduct was considered essen- 
tial to an adequate water supply for the naval installations and the 
defense production plants in the San Diego area. The aqueduct 
brings water to the San Vicente Reservoir in San Diego County at a 
capacity of 165 cubic feet per second. 

Neither this bill nor the act that it amends establishes any new right 
of any kind for the use of Colorado River water in the State of Cali- 
fornia. The act of October 11, 1951, Public Law 171, 82d Congress, 
which this bill amends, has a specific provision that all diversions of 
water from the Colorado River through the authorized works shall be 
subject to and controlled by the Colorado River compact, the Boulder 
Canyon Project Act, the California Self-Limitation Statute, and the 
Mexican Water Treaty. ‘That act also provides that it “shall in no 
way increase the total quantity of water to the use of which the State 
of California is entitled and limited by the said compact treaty and 
statutes.” 

Upon a final determination of the true cost of the second barrel, 
a schedule of the annual payments of principal and interest will be 
prepared. Thereafter, the administration of the contract, barring 
defaults or other unanticipated eventualities, will consist largely of 
receiving payments from the authority and of transmitting them to 
the Treasury for covering into miscellaneous receipts. Upon com- 
pletion of the payments almost 40 years in the future, documents of 
title will have to be executed on behalf of the Government and de- 
livered to the San Diego Water Authority. 

Since the administration of such a contract is a nonmilitary activity, 
the Department of the Navy is desirous of transferring the adminis- 
tration of the contract to the Department of the Interior. The com- 
mittee was advised that the Department of the Interior had indicated 
its willingness to accept this responsibility, 


COST 
Enactment of this bill should result in no cost to the Government. 
DEPARTMENTAL RECOMMENDATIONS 


Printed below and hereby made a part of this report is a letter 
dated January 8, 1957, from the Secretary of the Navy indicating that 
this measure is part of the legislative program of the Department of 
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Defense and that the Bureau of the Budget has no objection to its 
consideration. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1957. 
Hon. Sam Raysurn. 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Spraxer: There is enclosed a draft of proposed 
legislation to amend the act entitled “An act to authorize the Secre- 
tary of the Navy to enlarge existing water-supply facilities for the 
San Diego, Calif., area in order to insure the existence of an adequate 
water supply for naval installations and defense production plants in 
such area,” approved October 11, 1951. 

This proposal is a part of the Department of Defense legislative 
program for 1957 and the Bureau of the Budget has advised that there 
would be no objection to the presentation of this proposal for the 
consideration of the Congress. The Department of the Navy has been 
designated as the representative of the Department of Defense for 
this legislation. It is recommended that this legislation be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to authorize the transfer 
of the administration of the contra:t, which provided for the con- 
struction of the San Diego aqueduct, from the Department of the 
Navy to the Department of the Interior. 

In 1945 the Department of the Navy commenced construction of 
the first barrel of the San Diego aqueduct and on October 17, 1945, 
entered into contract NOy-13300 with the city of San Diego by which 
that city agreed to lease the aqueduct with an option to purchase at 
the “true cost’? thereof as determined under the contract. The con- 
tract was subsequently assigned to the San Diego Water Authority. 
The project was initiated on instructions from the President, following 
the report of an interdepartmental committee that had completed a 
study of the proposed construction of facilities to transfer Colorado 
River water to relieve a critical shortage in the supplies for the city 
of San Diego, Calif., and nearby communities (S. Doc. 249, 78th Cong., 
2d sess. (1944)). Congress subsequently ratified the foregoing action 
and authorized the completion of the aqueduct (act of April 15, 1948 
62 Stat. 171). In 1951 the Department of the Navy was authorized 
to construct the second barrel of the aqueduct, to enter into an amend- 
ment to contract NOy-13300 to include the second barrel, and to 
grant to the San Diego Water Authority the right to purchase the 
same over a 40-year period upon certain terms and conditions (act of 
October 11, 1951, 65 Stat. 404). 

On January 1, 1952, possession of the first barrel was turned over 
to the San Diego Water Authority pursuant to the contract and on 
February 28, 1955, the construction of the second barrel having been 
completed, possession thereof was also turned over to the authority. 
A final determination of the “true cost” of the second barrel will 
soon be ascertained. At that time a schedule of the payments of 
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ptincipal and interest to be made by the San Diego Water Authority 
will be prepared. Thereafter, the administration of the contract, 
barring defaults or any other. unanticipated eventualities, will con- 
sist principally of the receipt of payments from the authority and 
the transmittal thereof to the Treasury for covering into miscellaneous 
receipts. Upon completion of the payments, the necessary docu- 
ments of title will have to be executed on behalf of the Government 
and delivered to the San Diego Water Authority. At this time 
the Department of the Navy is desirous of effecting the transfer of 
the administration of the contract, as well as of the aqueduct, to 
the Department of Interior. While the act of October 11, 1951, 
supra, authorized the Secretary of the Navy to construct the second 
barrel, the act made no provision for the transfer of administration 
upon the completion of the aqueduct. Accordingly, enabling legis- 
lation is considered necessary to effect such a transfer, 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 84th Congress on June 11, 1956, 
as part of the Department ¢ Defense legislative program for 1956, 
It w as introduced as H. R. 11814. 


COST AND BUDGET DATA 


The enactment of this proposed legislation would cause no apparent 
increase in budgetary requirements. 
Sinc erely yours, 
Tuomas S. Gates, Jr., 
Acting Secretary of the Navy. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows: New matter is printed in italics, existing law in 
which no change is proposed is shown in roman. 


Act or Ocroser 11, 1951 (Pustic Law 171, 82p Cona.; 65 Strat, 
404-406) 


Be it enacted by the a nate and House of Representatives of the United 
States of America in Congress assembled, That, subject to the pro- 
visions of section 3 of this Act, the Secretary of the Navy, under the 
direction of the Secretary of Defense, is authorized and directed to 
provide for— 

(1) such enlargement of the existing aqueduct extending from 
the west end of the San Jacinto tunnel of the Metropolitan Water 
District of Southern California to the San Vicente Reservoir in 
San Diego County, California, as may be necessary to increase 
the rated capacity of such existing aqueduct from eighty-five 
cubic feet per second to not less than one hundred and sixty-five 
cubic feet per second, or 

(2) the‘construction of a new aqueduct paralleling such exist- 
ing aqueduct and having a rated capacity of not less than eighty 
cubic feet per second. 
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Sue. 2. The use of all water diverted through said works, from.the 
Colonie River shall. be subject to and controlled by the, Colorada 
River Compact, the Boulder Canyon Project Act, the California, Self- 
Limitation, Statute and the Mexican Water Treaty and. shall, be 
included within and shall in no way increase the total quantity, of 
water to the use of which the State of California is entitled and limited 
by said compact, statutes, and treaty. 

Sec. 3. No construction shall be undertaken under the authority of 
section 1 of this Act and no funds shall be expended for the preparation 
of plans or specifications for any such construction unless and until 
the Secretary of the Navy has entered into a contract with the San 
Diego County Water Authority amending the contract (NOy-13300) 
of October 17, 1945 (prowiding for the completion of such existing 
aqueduct), to provide— 

(1) for the computation of the true cost of the work performed 
under the authority of section 1 of this Act in the same man- 
ner as provided for determining true cost in such contract of 
October 17, 1945; 

(2) for the repayment of the true cost of the work performed 
under the authority of section 1 of this Act, together with interest 
on such amount computed at the rate certified by the Secretary 
of the Treasury to be the average rate paid by United States on 
its long-term loans, within a period of forty years after the com- 
pletion and delivery to the San Diego County Water Authority 
of possession of the works constructed under the authority of 
this Act: Provided, That repayment shall be made in annual 
installments of not less than one-fortieth of the true cost due when 
computed as herein prescribed plus annually accrued interest; 

(3) that the use of all water diverted through said works from 
the Colorado River shall be subject to and controlled by the Colo- 
rado River Compact, the Boulder Canyon Project Act, the Cali- 
fornia Self-Limitation Statute and the Mexican Water Treaty 
and shall be included within and shall in no way increase the 
total quantity of water to the use of which the State of Cali- 
fornia is entitled and limited by the said compact, treaty, and 
statutes; 

(4) for the conveyance by the United States to the San Diego 
County Water Authority of title to the works constructed 
(including all rights-of-way and other interests ia land used in 
connection with such works) under such contract of October 17, 
1945, together with the works constructed under the authority of 
section 1 of this Act, upon repayment of the true cost of such 
works, including interest, computed as hereinabove set forth; and 

(5) that after the effective date of this contract the member 
agencies of the San Diego County Water Authority, their suc- 
cessors or assigns as the distributors of the water, shall furnish 
to the Government on a preferential basis and at a rate no higher 
than that charged other users of comparable quantities of water, 
a quantity of water sufficient to meet the requirements of Govern- 
ment activities located and to be located in the area served by such 
agencies. 

Src. 4. For the purpose of enabling him to carry out the provisions 
of the first section of this Act, the Secretary of the Navy is author- 
ized to acquire lands and rights pertaining thereto, or other interests 
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therein, including the temporary use thereof, by donation, purchase, 
exchange of Government-owned lands, or otherwise. 

Sec. 5. The United States and the San Diego County Water 
Authority and their respective permittees, licensees, and contractees 
and all users and appropriators of water of the Colorado River diverted 
or delivered through the existing aqueduct and the enlargement or 
addition thereto shall observe and be subject to the Colorado River 
Compact, the Boulder Canyon Project Act, the California Self- 
Limitation Statute and the Mexican Water Treaty in the diversion, 
delivery, and use of water of the Colorado River, anything in this 
Act to the contrary notwithstanding, and such condition and cove- 
nant shall attach as a matter of law whether or not set out or referred 
to in the instrument evidencing such permit, license, or contract and 
shall be deemed to be for the benefit of and be available to the States 
of Arizona, California, Colorado, Nevada, New Mexico, Utah, and 
Wyoming and the users of water therein or thereunder by way of suit, 
defense, or otherwise in any litigation respecting the waters of the 
Colorado River. 

Sec. 6. The Secretary of the Navy is authorized to provide for the 
construction of the whole or any part of the work authorized by the 
first section of this Act (1) by contract, (2) by the use of facilities 
and personnel of the Navy Department, or (3) by the use of the 
facilities and personnel of any other department or agency of the 
United States with which an agreement may be entered into to per- 
form or to have performed the whole or any part of such work. 

Sec. 7. The appropriation of such sums as may be necessary to 
carry out the provisions of this Act is hereby authorized. 

Sec. 8. This Act and all works constructed hereunder shall be sub- 
ject to and controlled by the Colorado River Compact dated November 
24, 1922, and proclaimed effective by the President June 25, 1929; the 
Boulder Canyon Project Act approved December 21, 1928; the Cali- 
fornia Limitation Act approved by the Governor of California March 
4, 1929; and no right or claim of right to the use of the waters of the 
Colorado River shall be aided or prejudiced hereby. 

Szc. 9. As soon as practicable after completion of construction of the 
work authorized by the first section of this Act, the Secretary of the Navy 
and the Secretary of the Interior shall make such interdepartmental and 
other arrangements and enter into such contracts and amendments to 
existing contracts as they may find necessary or desirable for the purposes 
of effecting (1) the transfer to the Secretary of the Interior on behalf of 
the United States of jurisdiction over the aqueduct, and of the adminis- 
tration of the contract numbered NOy-13300 of October 17, 1945, and of 
all contracts amendatory thereof or supplementary or collateral thereto; 
and (2) the substitution and designation of an appropriate official of the 
Department of the Interior for the Secretary of the Navy and for the 
Contracting Officer therein. 

O 
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AUTHORIZING THE SALE OF DEGAUSSING EQUIPMENT 
BY THE NAVY TO PRIVATELY OWNED MERCHANT 
SHIPS 


May 15, 1957.—Ordered to be printed 





Mr. Jackson, from the Committee on Armed Services, submitted 
the following 


REPORT 
[To accompany H. R. 4285] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 4285) to authorize the sale of degaussing equipment by the 
Department of the Navy to the owners or operators of privately 
owned merchant ships of United States registry, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 4285 is to authorize the sale of degaussing 
equipment by the Department of the Navy to the owners or operators 
of privately owned merchant ships of United States registry. The 
proceeds from such sales shall be credited to the current appropriation 
or fund concerned. 

BACKGROUND OF THE BILL 


There is no existing law which would allow the Department of the 
Navy to sell degaussing equipment to owners or operators of privately 
owned merchant ships. 


Degaussing equipment 

Degaussing equipment consists of various electrical devices, mag- 
netic coils, switches, and the like, which when installed on ships affords 
protection against magnetic mines, 
Use during and after World War II 

During World War II a great number of magnetic mines were 
planted about the oceans of the world and to insure the safety of our 
merchant fleet degaussing installations were placed on a large number 

86006 
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of our merchant ships. After World War II a number of private 
owners who acquired these vessels decided to retain the degaussing 
installations on ships and have kept them in operating condition, 
This practice of maintaining the degaussing equipment in operating 
condition was encouraged by the Navy as the danger from magnetic 
mines planted during the war still continues to exist in certain areas 
of the world. 

Some of the components in the degaussing equipment are of special 
design and are not available commercially. These components are 
available, however, in Navy stock, and it would be in the national 
interest to sell them to the owners of merchant vessels. In the event 
of future mobilization it would be necessary to install degaussing on 
merchant vessels; however, if private owners could purchase the 
necessary components now to maintain degaussing equipment in 
operating condition then we would have a sizable merchant fleet al- 
ready equipped with degaussing, thus making the first stages of 
mobilization more orderly, both from a produc tion and a financial 
viewpoint. When owners of private vessels are unable to buy neces- 
sary components to keep their degaussing equipment in operating 
condition, it is possible that they may decide to remove the equip- 
ment from their ships rather than retain an inoperable system aboard. 


AMENDMENTS MADE BY THE HOUSE 


The House amended the original bill by striking out the term 
“Navy prices” on page 1, and inserting ‘“‘prices which represent the 
current or estimated replacement cost to the Navy.” The degaussing 
equipment which the Navy has in stock was purchased at widely 
spaced intervals and the prices for such equipment varied from one 
procurement to another. The House felt that this variation in price 
should be reflected in the payments made by the merchant ship 
owners. 

The second amendment authorized the Navy to reimburse the 
appropriate appropriation or fund which was used to purchase the 
degaussing equipment. Without this authority, the proceeds from 
such sale would go back into the Treasury as m iscellaneous receipts, 


FISCAL DATA 


Enactment into law of this measure would not involve the expendi- 
ture of any Federal funds. 


DEPARTMENTAL DATA 


This measure is a part of the legislative program of the Department 
of Defense for the 85th Congress as is evidenced by letter dated 
January 28, 1957, from Secretary of the Navy Charles S, Thomas 
which is set out below and made a part of this report. 





SALE OF DEGAUSSING ‘EQUIPMENT BY THE NAVY 8 


DEPARTMENT OF THE Navy, 

OFFICE OF THE SECRETARY, 
Washington, D: C., January 28, 1957. 
Hon. Sam Raysurn, " 

Speaker of the House of Representatives, 

Washington, D. C. 

My Dear Mr. Speaker: There is forwarded herewith a draft of 
legislation to authorize the sale of degaussing equipment by the De- 
partment of the Navy to the owners or operators of privately owned 
merchant ships of United States registry. 

This proposal is part of the Department of Defense legislative pro- 
gram. for 1957, and it has been approved by the Bureau of the Budget. 
The Department of the Navy has been designated as the representa- 
tive of the Department of Defense for this legislation. It is recom- 
mended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is as indicated in the title. 
Degaussing equipment consists of various electrical devices, magnetic 
coils, switches, and the like, which when installed on ships affords 

rotection against magnetic mines. During World War II degaussing 
installations were placed on a number of merchant vessels. These 
installations were made as part of the merchant-vessel defense-installa- 
tion program. ‘The major special items of degaussing equipment were 
furnished by the Navy under appropriations designated as ‘Defense 
installation, merchant vessels, Navy,’ and the installation work was 
done under the Maritime Administration. 

At the end of World War II a number of private owners who 
acquired these vessels decided to retain the degaussing installations 
on the ships and they have kept them in operating condition. This 
maintenance has been encouraged by the Navy inasmuch as the danger 
from magnetic mines planted during the war still continues to exist 
in certain areas. Moreover, in the event of future mobilization the 
maintenance of the maximum number of degaussing installations 
would be in the national interest. 

Some of the components in the degaussing installations are of 
special design and are not available commercially. These compo- 
nents are available, however, in Navy stock. Accordingly, when 
private shipowners are in need of these special components they apply 
to the nearest naval shipyard to purchase them. Under present law, 
however, there is no sulheeitey which permits such a sale by the Navy. 
Because of the lack of these special components, the private ship- 
owner may find his installation inoperable and may have it removed. 
A number of requests for such purchases have been received in the 
past by the Department of the Navy. 

It is therefore considered to be in the interest of national defense 
that special degaussing equipment, available in sufficient quantities 
in Navy stock but not available commercially, be sold at Navy prices 
by Navy field activities to private shipowners for installation aboard 
their vessels. 
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COST AND BUDGET DATA 


_ The enactment of this legislation would cause no apparent increase 
in budgetary requirements for the Department of Defense. 


Sincerely yours, 


CHANGES IN 


Cuarues S. THomas, 
Secretary of the Navy. 


EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, there is printed in parallel columns the text of provi- 
sions of existing law which would be amended by the various provi- 


sions of this bill. 


EXISTING LAW 


(Title X, United States Code) 


* * * * + 


Src. 7229. Purchase of fuel 
In buying fuel, the Secretary of 
the Navy may, in any manner he 
considers proper, buy the kind of 
fuel that is best adapted to the 
purpose for which it is to be used. 
* + * * * 


THE BILL 


That title 10, United States Code, 
is amended— 
(1) by inserting after sec- 
tion 7229 a new section read- 
ing as follows: 


“§ 7230. Sale of degaussing equip- 
ment 


The Secretary of the Navy, 
under such regulations as he pre- 
scribes, may sell at prices which 
represent the current or estimated 
replacement cost to the Navy, to 
owners or operators of privately 
owned merchant ships of United 
States registry, degaussing equip- 
ment available from Navy stock 
but not readily available com- 
mercially, in order to promote the 
installations, repair and mainte- 
nance of degaussing equipment 
on American vessels. Collections 
received from such sales shall be 
reimbursed to the current appro- 
priation or fund concerned. 
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EXISTING LAW THE BILL 


(2) by inserting at the end 
of the section analysis of 
chapter 631, title 10, United 
States Code, a new item read- 
ing as follows: 


“7230. Sale of degaussing equip- 
ment.” 
Sec. 7291. Classification 
The President may establish, 
and from time to time modify, as 
the needs of the service require, a 
classification of naval vessels. 
* * * * * 


O 
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THIRD SUPPLEMENTAL APPROPRIATION BILL, 1957 
Mar 15, 1957.—Ordered to be printed 


Mr. Haypen, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H, R. 7221] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 7221) making supplemental appropriations for the fiscal year 
ending June 30, 1957, oa for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made. 


Amount of bill as passed House__--..-.....---.---.- $79, 840, 788 
Amount of increase by Senate committee_.......-.--- 62, 501, 257 

Amount of bill as reported to Senate_........-- 142, 342, 045 
Total estimates considered by the Senate_.........--. 181, 699, 320 


Under budget estimates...........-.---.---«- 39, 357, 275 
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CuaptTer I 
DEPARTMENT OF AGRICULTURE 
AGRICULTURAL CONSERVATION PRoGRAM SERVICE 
EMERGENCY CONSERVATION MEASURES 


The committee amendment inserts language recommended by the 
House in H. R. 4249, Urgent Deficiency, 1957. The amendment 
recommends an appropriation of $15,000,000 to carry out emergency 
wind erosion practices, and related land treatment measures arising 
from other natural disasters. 

The conferees on H. R. 4249 had agreed to this item, as an appro- 
priation in lieu of the budget estimate which requested authority to 
use $25,000,000 of unexpended balances from the “Agricultural Con- 
servation Program Service.” 


EMERGENCY RANGE CONSERVATION 


The committee recommends the following provision which was 
requested in 8. Doc. 36: 

For expenses necessary to carry out the provisions of the Act of April 25, 1957 (Publie 
Law 85-25), to remain available until December 31, 1958, $25,000,000, to be deriwed 
from funds available for purposes of the Soil Bank Act under section 120 of that Act 
(70 Stat. 197). 

The language proviso authorizes transfer of $25,000,000 from funds 
available for purposes of the Soil Bank Act, to remain available until 
December 31, 1958. These funds will be used to provide assistance 
to farmers and ranchers who carry out measures to preserve grassland 
under provisions of the recently approved Deferred Grazing Act. 


Farmers’ Home ADMINISTRATION 
DISASTER LOAN REVOLVING FUND 


The committee recommends inclusion of the provision which was 
in H. R. 4249 to increase the limitation in the revolving fund by not 
to exceed $15,000,000 for emergency feed and seed assistance in desig- 
nated drought areas. This item as agreed to by the conferees is 
$10,000,000 less than the budget estimate of $25,000,000. 


LOAN AUTHORIZATIONS 


The committee recommends inclusion of the provision to provide 
$26,000,000 additional loan authorization, for farm ownership loans, 
under title I of the Bankhead-Jones Act, as amended. This is the 
amount of the budget estimate and was agreed to by the conferees 
on H. R. 4249. 


3 
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Cxrapter II 
PANAMA CANAL COMPANY 


Panama Canal Bridge-—The committee recommends the appropria- 
tion of $1,000,000, the amount of the estimate, for work preliminary 
to the construction of a high-level bridge across the Panama Canal at 
Balboa, Canal Zone, as authorized by the act of July 23, 1956. 





CuaprTer III 
DEPARTMENT OF DEFENSE—MILITARY FUNCTIONS 
DEPARTMENT OF THE ARMY 
MILITARY PERSONNEL, ARMY 


The committee recommends for appropriation the budget estimate 
of $27,444,000 by transfer from Rammmade and production,” 
Army. This item is contained in Senate Document No. 36 and was 
not considered by the House. The Department of Defense has indi- 
cated that the amount requested is the net increase in costs resulting 
from increased price factors and recent legislation which cannot be 
absorbed within the funds available. 
The language requested is as follows: 


DEPARTMENT OF THE ARMY 
MILITARY PERSONNEL 


For an additional amount for “Military personnel’, $27,444,000, to be derived by 
transfer from the appropriation for ‘‘Procurement and production”, Army. 
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CuapterR IV 
AMERICAN BATTLE MONUMENTS COMMISSION 


The committee recommends the insertion in the bill of the language 
authorizing use of funds for “Construction of memorials and ceme- 
teries” for the purposes of the act of April 2, 1956, as agreed to during 
the conference on the urgent deficiency bill, H. R. 4249, in order to 
allow planning to begin on the proposed Pershing Memorial. 


6 





CuHapTerR V 
INDEPENDENT OFFICES 


Civit Service Commission 


EMPLOYEES’ LIFE INSURANCE FUND 


The committee recommends an increase of $76,500 in the limitation 
for administrative expenses, which includes the costs of assuming 
life-insurance agreements of the remaining 9 employee beneficial asso- 
ciations by August 17, 1957, as required by law. 

Also recommended is the language to make available $23,000 of 
such funds in 1958, since it is anticipated that these funds will be 
needed after July 1 in order to complete the assumption of the re- 
maining associations by the deadline date. 

The committee is advised that any further delay in assuming the 
remaining agreements may result in these nine associations being 
placed in a precarious financial position, that some of the associations 
are already liquidating part of their assets in order to pay claims to 
survivors due to their lack of cash occasioned by their inability to 
compete with the Federal insurance program. 

The committee is further advised that it would be an absolute 
impossibility to separate the beneficiaries between those retired and 
those who are still in Government service and to attempt to take over 
the agreements of only those who retired prior to the Federal program. 

The committee believes that equity to all concerned requires the 
approval of funds to allow the completion of the job of taking over 
the agreements from the employee beneficial associations. 


GENERAL SERVICES ADMINISTRATION 


OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 


The committee recommends an increase of $10,000 in the travel 
limitation, in order to provide sales assistance to Federal agencies in 
connection with the disposal of surplus personal property, as requested 
in a supplemental estimate submitted to the Senate in Senate 
Document No. 36 in the amount of $15,000. 


Hovusinc AND Home Finance AGENCY 


FEDERAL FLOOD INDEMNITY ADMINISTRATION 


The committee recommends an appropriation of $14,000,000, 
instead of the requested amount of $50,000,000, to provide for a 
program of direct flood insurance as authorized by the Federal Flood 
Insurance Act of 1956. These funds will cover contract operating 
expenses, including compensation to private insurance organizations 
for the writing, management, servicing, and adjustment of such 
insurance. The committee is advised that the development of the 
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flood indemnity program has now reached the point where it is 
neeessary to enter into final contract negotiations with the private 
insurance organizations, and funds are required to pay for the services 
to be rendered by them. No provision is made for the reinsurance 
or loan contract programs which are also authorized by the act. 

In denying the additional $36 million, requested for the payment 
of losses under the direct flood insurance program, the committee is 
advised that the Administrator would exercise the authorization 
under the act to borrow such funds from the Treasury only if needed, 
in case the premium income is insufficient to pay losses. 

The committee believes it is important to get the direct insurance 
program started promptly, in order to allow a thorough trial of the 
planned program during the time until June of 1959 when the Federal 
Government contributes the full amount of the subsidy, and to pro- 
vide a basis of some experience and adequate time for the legislatures 
of the States to take appropriate action for dividing the subsidy equally 
with the Federal Government, after June of 1959. 


VETERANS’ ADMINISTRATION 
INPATIENT CARE 
The committee recommends an additional amount of $2 million 
for inpatient care, to be derived by transfer, instead of the $3 million 
requested in the supplemental estimate, for the purpose of allowing 


the Administration to pay wage-board pay increases which cannot 
be otherwise absorbed. 





Cxuapter VI 


DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
ACQUISITION OF STRATEGIC MINERALS 


The committee recommends the allowance of the budget estimate 
of $30,000,000 for the acquisition of strategic minerals under the pro- 
visions of Public Law 733 of the 84th Congress. The recommendation 
of the committee is in the same form as this item was approved by 
the Senate in the urgent deficiency appropriation bill by a vote of 
64 to 17. 

In recommending approval of this item in the urgent deficiency bill, 
the committee stated in its report (S. Rept. No. 65, 85th Cong.): 


The committee considered funds for this program during 
the latter part of the last session of Congress. In recom- 
mending an appropriation of $25,000,000, the committee 
stated in its report (S. Rept. No. 2770, 84th Cong.): 

“The budget estimate for this program—$91,670,000— 
the estimated cost of the program for 2% years. It is the 
view of the committee that the sum recommended is ade- 
quate to carry out the program through January of 1957. 
The committee expects the Department to submit a supple- 
mental request for funds, through the Bureau of the Budget, 
when additional funds are required.” 

In recommending the initial appropriation ($21,000,000 
was agreed to in the conference committee) the committee 
gave its approval to the intent of the authorizing act, which 
is to grant interim relief to the producers of tungsten, asbes- 
tos, acid-grade fluorspar, and columbium-tantalum until such 
time as a long-range nondefense minerals policy is submitted 
to and acted on by the Congress. 

* * * - . 


It is the view of the committee that if this program is dis- 
continued at this time the resulting loss to many of the pro- 
ducers will be so great that they will not be able to recover. 
The effect of such action would be directly opposite to the 
intent of Public Law 733, which was to maintain our domes- 
tic sources of these minerals, 


The above quoted paragraphs still represent the views of the com- 
mittee with respect to funds for this program. 
9 
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Bureav or InpIAN AFFAIRS 
RESOURCES MANAGEMENT 


The committee recommends the allowance of the budget estimate 
of $283,000. The increase of $150,000 over the House allowance is the 
amount of a supplemental estimate submitted in Senate Document 
No. 36 that was not considered by the House. The total amount of 
the recommendation is to be derived by transfer from the appropria- 
tion ‘Education and Welfare Services, Bureau of Indian Affairs, 1957.” 

The $150,000 increase over the House allowance is required to 
allow the Bureau of Indian Affairs to contract for appraisals of tribal 
lands on the Agua Caliente (Palm Springs), California Indian Reser- 
vation in order to comply with a decision of the United States Court 
of Appeals pertaining to the equalization of allotments of tribal lands 
to individual Indians. 


Fish AND WILDLIFE SERVICE 
GENERAL ADMINISTRATIVE EXPENSES 


The committee recommends concurrence in the House allowance 
of $75,000 for administrative expenses of the Fish and Wildlife 
Service. The recommendation is a decrease of $164,000 in the supple- 
mental estimate of $239,000. The amount recommended is to be 
derived by transfer from funds available to the Fish and Wildlife 
Service. 

In making this recommendation the committee does not approve 
the reorganization of the Fish and Wildlife Service as presented in 
the supplemental estimate or the budget for fiscal year 1958. There- 
fore, the committee directs that no new regional offices be established 
and that no additional regional directors or assistant regional directors 
be appointed until the Congress has passed the Department of the 
Interior and related agencies appropriation bill for fiscal year 1958, 


INDEPENDENT OFFICES 
ALEXANDER HAMILTON BICENTENNIAL COMMISSION 


The committee recommends the allowance of $15,000 for the ex- 
penses of the Alexander Hamilton Bicentennial Commission. The 
amount recommended is the balance of the authorization for this 
Commission. 





Cuapter VII 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Orrice oF EDUCATION 


GRANTS FOR STATE COMMITTEES ON EDUCATION BEYOND THE HIGH 
SCHOOL 


In view of the fact that there is pending before the committee an 
appeal from the Department for the restoration of operating funds 
for the President’s Committee on Education Beyond the High School, 
disallowed by the House in its consideration of the regular 1958 bill, 
the committee deems it advisable to consider the two items together, 
and will retain the budget estimate for this item for action in connec- 
tion with H. R. 6287, making appropriations for fiscal year 1948. 


Pusuic HEeEAttu SERVICE 
HOSPITALS AND MEDICAL CARE 


The Department did not request restoration of the $76,000 reduction 
effected by House action, but did appeal for a rewording of the limita- 
tion written in by the House ‘‘of which $580,000 shall be available 
only for the cost of hospitalization of dependents and retired personnel 
under the Dependents’ Medical Care Act, Public Law 569, 84th 
Congress.” 

The committee recommends the substitution of the words, “pay- 
ments for medical care” in lieu of the words ‘‘the cost of hospitaliza- 
tion’ as the latter are more restrictive and would not permit the 
financing of certain care authorized by the cited act, 


ForrIGN QUARANTINE SERVICE 


The committee recommends the inclusion of the provision authoriz- 
ing the 24-hour quarantine inspection of carriers, identical to that 
contained in House Joint Resolution 310, passed by the Senate on 
April 17, which in turn was patterned on the compromise effected in 
the committee of conference on the urgent deficiency appropriation 
ver H. R. 4249, neither of which pending bills has been enacted into 
aw. 
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Cuapter VIII 
PUBLIC WORKS 
DEPARTMENT OF THE INTERIOR 


SOUTHEASTERN POWER ADMINISTRATION 
OPERATION AND MAINTENANCE 


The committee recommends the allowance of $35,000 for ‘Operation 
maintenance, Southeastern Power Administration.’”?’ The recommen- 
dation is a decrease of $10,000 below the supplemental estimate of 
$45,000. The recommended allowance is to be derived by transfer 
from “Operation and maintenance, Southwestern Power Adminis- 
tration.” 

The funds recommended are required to meet contractual commit- 
ments of the agency for the purchase of electric power and wheeling 
charges under its contracts with the private utilities in the area, 


DeEpaRTMENT OF DerenseE—Civit Functions 
DEPARTMENT OF THE ARMY 
RIVERS AND HARBORS AND FLOOD CONTROL 
CONSTRUCTION, GENERAL 
The committee recommends the following amendment: 


Rivers 4anp Harzors anv Froop ConrroLn 
CONSTRUCTION, GENERAL 


That portion of title III of the Act of July 2, 1956 (Public Law 641, Eighty-fourth 
Congress, 70 Stat. 474, 480), that pertains to the purchase of lands and improvements 
tn the Buford-Trenton Irrigation District in lieu of protecting said Buford-Trenton 
Irrigation District in connection with development, construction, and operation of the 
Garrison Dam and Reservoir project on the Missouri River, is amended to read as 
follows: 

“That in lieu of protecting the East Bottom of Buford-Trenton Irrigation District, 
the sum of $1,621,791 of the funds herein or hereafter appropriated for the Garrison 
Dam and Reservoir project on the Missouri River shall be available for the purchase 
of lands and improvements in and contiguous to the Buford-Trenton Irrigation Dis- 
trict, exclusive of tracts numbered H. H. 8170 and H. H. 3168, and not to exceed 
$2,000,000 shall be available to the Corps of Engineers for protection of the intake 
structure of the pumping plant in Zero Bottom and for the construction of bank protec- 
tion to prevent erosion in the Missouri River-adjacent to the Buford-Trenton irrigation 

oject. The substitution of land acquisition for protection shall be made and the 
Dateline of the Army shall acquire such land and improvements tf all of the land- 
owners, except Lester G. Larson, the heirs of Louis Morin, Junior, and the heirs of 
A. Desjarlais, on or before September 15, 1957, have offered to sell their property on the 
terms agreeable to said landowners, and within the amount provided for such land 
acquisition: Provided, That the Chief of Engineers, United States Army, is authorized 
to acquire by condemnation proceedings, in the appropriate United States district 
court, tract 208 C of the Buford-Trenton project, i ilams County, North Dakota, 
according to the recorded plat thereof shies tract is owned by Lester G. Larson, the 
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ublic domain allotment of A. Desjarlais, now deceased, described as Government 
ots 5 and 8 in section 19 and Government lot 1 in section 30, township 158 north of 
range 102 west of the fifth principal meridian, North Dakota, and the public domain 
allotment of Louis Morin, Junior, now deceased, described as the west half southwest 
quarter, section 16, and the north half southeast quarter, section 17, township 158 
north, range 102 west, fifth principal meridian, North Dakota, in connection with the 
construction and operation of the Garrison Dam and Reservoir: Provided further, 
That in the event land acquisition is undertaken in lieu of protection of the East 
Bottom, that in recognition of the increased per acre annual operation and maintenance 
cost of the remaining lands in the Buford-Trenton Irrigation District, the construction 
charge obligation assignable to the remaining lands of said district pursuant to the 
Act of October 14, 1940 (54 Stat. 119), as amended, and the proposed contract between 
the United States and the Buford-Trenton Irrigation District, approved as to form 
February 23, 1955, shall be nonreimbursable, and the Secretary of the Interior is 
authorized and directed to enter into a contract with the Buford-Trenton Irrigation 
District to transfer operation and maintenance responsibility for project works con- 
structed by the Bureau of Reclamation for the benefit of the Buford-Trenton Irrigation 
District to such district.” 











Cuapter IX 
DEPARTMENT OF STATE 


SALARIES AND EXPENSES 


The committee recommends an appropriation of $1,000,000 which is 
an increase of $499,600 over the House bill and a reduction of $200,000 
in the revised estimate These additional funds are required to 
finance salary adjustments under Public Law 828. The committee is 
not authorizing additional funds for payments to deputy chiefs of 
missions for official residence allowances and for medical care for 
dependents as it expects the Department to finance this request out of 
funds already available to the Department of State in fiscal year 1957. 


DEPARTMENT OF JUSTICE 
LeGcat ACTIVITIES AND GENERAL ADMINISTRATION 
SALARIES AND EXPENSES, UNITED STATES ATTORNEYS AND MARSHALS 


Language has been included in the bill by the committee authoriz- 
ing the transfer of not to exceed $300,000 to this appropriation from 
any other appropriations available to the Department of Justice for 
the fiscal year 1957. 


Funps APPROPRIATED TO THE PRESIDENT 
PRESIDENT’S SPECIAL INTERNATIONAL PROGRAM 


The committee recommends an appropriation of $1,500,000 for this 
purpose, an increase of $200,000 over the House bill and the full 
amount of the budget estimate. 
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CuapTrer XI 
LEGISLATIVE BRANCH 


SENATE 


The committee recommends that the following paragraph be added 
to the bill: 


SENATE 


For payment to Jean K. McCarthy, widow of Joseph R. McCarthy, late a Senator 
from the State of Wisconsin, $22,500. 


CONTINGENT EXPENSES OF THE SENATE 


The committee recommends an additional $30,000 for Senate 
kitchens and restaurants to enable the contractor to comply with the 
directive of the Senate Rules Committee that increases in wages of 
Nationwide’s employees in the Senate restaurant facilities be granted. 


STATIONERY 


It is recommended by the committee that the following paragraph 
be added to the bill: 


There is hereby established within the Contingent Fund of the Senate a revolving 
fund which shall consist of (1) the unexpended balance of the appropriation “‘Con- 
tingent Expenses, Senate, Stationery, fiscal year 1957’, (2) any amounts hereafter 
appropriated for stationery allowances of the President of the Senate and of Senators, 
and for stationery for use of committees and officers of the Senate, and (3) any un- 
deposited amounts heretofore received, and any amounts hereafter received as proceeds 
of sales by the stationery room of the Senate. Any moneys in the fund shall be avail- 
able until expended for use in the same manner and for the same purposes as funds 
heretofore appropriated to the Contingent Fund of the Senate for stationery, e cept 
that (1) the balance of any amount appropriated for stationery for use of committees 
and officers of the Senate which remains unexpended at the end of any fiscal year and 
(2) allowances which are not available for obligatzon due to vacancies or waiver of en- 
titlement thereto, shall be withdrawn from the revolving fund 


The Secretary of the Senate recently directed a survey of the 
operations of the Senate Stationery Room. Representatives of the 
Committee on Rules and Administration and the General Accounting 
Office participated in the discussions and it was unanimously agreed 
that a revolving fund would improve procurement practices as well 
as eliminate difficulties encountered because of the fiscal year limita- 
tions involved in the present operation. This transition from fiscal 
year accounting to revolving fund, if approved, will in no way affect 
the procedure on allowances or appropriations provided presently. 
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GENERAL PROVISION 
The following provision is recommended for inclusion in the bill: 


GENERAL PROVISION 


fotwithstanding the provisions of any other law, the unexpended balances of 
appropriations for the fiscal year 1955 and succeeding fiscal years which are subject 
to disbursement by the Secretary of the Senate or the Clerk of the House of Representa- 
tives shall be withdrawn as of June 30 of the second fiscal year following the year for 
which provided. Unpaid obligations chargeable to any of the balances so withdrawn 
or appropriations for prior years shall be liquidated from any appropriations for the 
same general purpose, which, at the time of payment, are available for disbursement. 


Enactment of this language will eliminate the necessity of main- 
taining accounts in the Treasury and in the General Accounting Office 
and will provide authority for the payment of claims against current 
appropriations. 

ARCHITECT OF THE CAPITOL 


CAPITOL BUILDINGS 


The committee has included an item of $8,000 to cover the cost of 
the salaries of 5 elevator operators at the rate of $3,200 per annum 
each for the 6-month period December 28, 1956 to June 30, 1957 to 
operate the 2 additional elevators installed in the Senate wing of the 
Capitol. 

The committee recommends that the following paragraph be added 
to the bill: 

Not to exceed $25,000 of the amount of $60,000 under the heading “Capitol Butld- 
ings’ continued available for the fiscal year 1957 in the Legislative Branch Appro- 
priation Act, 1957, for the installaiion of two additional elevators in the Senate wing 
of the Capitol, is hereby made available for expenditure without regard to section 8709 
of the Revised Statutes, as amended, for repairs and improvements to the two elevators 
tn the Senate wing located adjacent to the two additional elevators, and is continued 
available until June 30, 1958. 

The proposed amendment makes available not to exceed $25,000 
of an unobligated balance for the purpose of repairs and improvements 
to the 2 elevators located adjacent to the 2 new elevators, so as to 

lace all 4 of the elevators at the main east front entrance to the 
Senate wing in first-class modern condition. 


SENATE OFFICE BUILDING 


The committee recommends an appropriation of $17,000 for salaries 
and expenses of the Senate Office Building to pay retroactive pay in- 
creases to Senate Office Building wage-board employees under the 
Architect of the Capitol, effective December 2, 1956. 





Cuapter XII 


CLAIMS FOR DAMAGES, AUDITED CLAIMS AND 
JUDGMENTS 
The committee recommends an appropriation of $1,709,157 for the 
ayment of claims for damages, audited claims, and judgments. 
etails with respect to these items appear in Senate Document No. 
38. 
i? 
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Calendar No. 316 


85TH CoNGRESS } SENATE ; Report 
1st Session No. 311 





PROVIDING FOR THE ISSUANCE OF CHECKS AND CONTINUATION 
OF ACCOUNTS WHEN THERE IS A VACANCY IN THE OFFICE OF 
THE DISBURSING OFFICER FOR THE POST OFFICE DEPARTMENT 


May 15, 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany 8S. 916] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 916) to provide for the issuance of checks and 
continuation of accounts when there is a vacancy in the office of the 
disbursing officer for the Post Office Department, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment, and recommend that the bill do pass, 


PURPOSE 


S. 916 is to provide needed authority for the orderly continuance of 
accounts and the issuance of checks when a vacancy occurs in the 
position of disbursing officer in the Post Office Department. 


STATEMENT 


The bill authorizes the continuance of accounts and the issuance of 
checks in the name of the disbursing officer for the Post Office Depart- 
ment, in the case of his death, resignation, or separation from office, 
until the last day of the second month following the month in which 
the vacancy occurred. 

The bill relieves the former disbursing officer, his estate, or surety 
from any liability that might arise from the continuation of accounts 
or issuance of checks in hisname. The Post Office Department is fully 
protected, however, by the provision which holds the assistant dis- 
bursing officer and his surety responsible for any action taken in the 
name of the disbursing officer. 

The Treasury has had similar authority for many years and it has 
served to facilitate the work of that Department. 

The Post Office Department states that the legislation will have no 
material effect on revenues or expenditures, but urges early enactment 
in the interest of improved administrative practices and procedures. 
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2 ISSUANCE OF CHECKS FOR POST OFFICE DEPARTMENT 
AGENCY VIEWS 


Following are the views of the Post Office Department: 


OrFICcE OF THE PosTMASTER GENERAL, 
Washington, D. C., January 11, 1957. 
Hon. Ricuarp M. Nrxon, 
President of the United States Senate. 


Dear Mr. Presipent: Transmitted herewith, for consideration 
by the Congress, is a legislative proposal “‘to provide for the issuance 
of checks and continuation of accounts when there is a vacancy in 
the office of the disbursing officer for the Post Office Department, 
and for other purposes.” 

The act of December 24, 1942, as amended by the act of August 1, 
1947 (5 U.S. C., see. 249b), made provision for the issuance of checks 
and the continuation of accounts in the name of the chief disbursing 
officer or any regional disbursing officer of the Division of Disburse- 
ment, Treasury Department, in the case of the death, resignation, or 
separation from office of such officers. The issuance of checks and the 
continuation of accounts in the name of the former chief disbursing 
officer and regional disbursing officers is made until the last day of 
the second month following the month in which such death, resigna- 
tion, or separation occurs. 

A similar provision of law should be enacted to facilitate the con- 
tinuance of accounts and the issuance of checks in the event of a 
vacancy in the position of a disbursing officer for the Post Office 
Department. 

At the present time checks are issued from signature plates in the 
name of the present disbursing officer for the Post Office Department, 
at the 15 regional offices and at headquarters, by assistant disbursin 
officers. Control is exercised by a designation of separate interna 
symbol numbers and by the serial numbers on the checks. 

The attached legislative proposal will authorize the continuance 
of accounts and the issuance of checks in the name of the disbursing 
officer for the Post Office Department, in the case of his death, resigna- 
tion, or separation from office, until the last day of the second month 
following the month in which such death, resignation, or separation 
shall occur. The legislative proposal also will relieve any former 
disbursing officer for the Post Office Department, his estate, or surety 
from liability from such continuation of accounts or issuance of checks 
in his name. The Government will be protected, however, by the 
provision which holds the assistant disbursing officers and their 
sureties responsible under their bonds. 

This Department urges the early enactment of the attached legisla- 
tive proposal. 

It is not believed that the enactment of the legislation will have 
any material effect on the revenues or expenditures of this Department. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this legislation to Congress. 

Sincerely yours, 
Maurice H. Stans, 
Acting Postmaster General. 


O 





Calendar No. 318 


85TH CoNGRESS } SENATE | Report 
1st Session No. 313 





AUTHORIZING THE PAYMENT FROM THE EMPLOYEES’ LIFE 
INSURANCE FUND OF EXPENSES INCURRED BY THE CIVIL 
SERVICE COMMISSION IN ASSUMING AND MAINTAINING THE 
ASSETS AND LIABILITIES OF CERTAIN BENEFICIAL ASSOCIA- 
TIONS 


May 15, 1957—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany §. 1740] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1740) to authorize the payment from the employ- 
ees’ life insurance fund of expenses incurred by the Civil Service 
Commission in assuming and maintaining the assets and liabilities 
of certain beneficial associations, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


S. 1740 amends section 5 (c) of the Federal Employees’ Group Life 
Insurance Act of 1954 to authorize the Civil Service Commission to 
use money out of the insurance reserve fund for the payment of 
expenses incurred in carrying out Public Law 356, approved August 
11, 1955, relating to the assumption of the assets and liabilities of 
certain beneficial associations, 


STATEMENT 


When the Federal Employees Group Life Insurance Act of 1954 was 
still under consideration, it was recognized that its enactment would 
jeopardize the future of most Federal employee beneficial associations. 

In full recognition of that fact, Congress incorporated into the bill 
& provision suggested by the Civil Service Commission designed to 
solve the problem. Unfortunately, the provision was found to be both 
unworkable and of doubtful legality. It was unworkable because of a 
number of technical problems not anticipated at the time of enactment. 
It was of doubtful legality because even if it had been found to be 
workable, only the policies of former Federal employees would be 
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continued in force in accordance with the terms under which they were 
obtained, whereas the policies of current employees would be discon- 
tinued or the premiums raised to a prohibitive level. 

In recognition of both the unworkability and doubtful legality of 
the provision in question, Congress amended the Federal Employees’ 
Group Life Insurance Act of 1954 on August 11, 1955, to authorize and 
direct the Civil Service Commission to take over the assets and 
liabilities of the beneficial associations. Such action was taken to 
assure the continuation and protection of insurance policies held by 
both former and present employees alike. 

Since the act of August 11, 1955, the Commission has assumed the 
assets and liabilities of 16 beneficial associations with some 50,000 
policyholders. There remain to be taken over 9 associations with 
slightly over 90,000 policyholders. 

It is with respect to these 9 associations and their 90,000 policy- 
holders that the problem exists which this bill would overcome. 

First, under present law the Commission has only until August 17, 
1957, in which to complete the job. 

Second, the Commission is without funds with which to perform 
the job it is directed by Jaw to accomplish. 

Therefore, unless prompt action is taken many of these 90,000 
policyholders stand to sufier irreparable damage and in all likelihood 
the Government will be the defendant in a great number of suits. 

S. 1740 would authorize the Commission to draw on the insurance 
reserve fund as necessary to complete the assumption of the assets 
and liabilities of the remaining 9 associations. The Civil Service 
Commission estimates that the amount of funds required would not 
exceed $180,000. 

CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (new matter is printed in italics; 
existing law in which no change is proposed is shown in roman): 


FeprerAL Empioyees’ Group Lire Insurance Act or 1954 


Sec. 5. (a) * * * 

(b) * * * 

(c) The sums withheld from employees under subsection (a) and 
the sums contributed from appropriations and funds under subsection 
(b) shall be deposited in the Treasury of the United States to the 
credit of a fund which is hereby created. Said fund is hereby made 
available without fiscal year limitation for premium payments under 
any insurance policy or policies purchased as authorized in sections 7 
and 10 of this Act, and for any expenses incurred by the Commission 
in the administration of this Act within such limitations as may be 
specified annually in appropriation acts, except that such fund shall be 
available, without regard to any such limitations, for payment of any 
such expenses incurred in assuming and maintaining the assets and 
liabilities of associations referred to in section 10: Provided, That appro- 
priations available to the Commission for salaries and expenses for 
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the fiscal year 1955 shall be available on a reimbursable basis for 
necessary administrative expenses of carrying out the purposes of 
this Act until said fund shall be sufficient to provide therefor. The 
income derived from any dividends or premium rate adjustments 
received from insurers shall constitute a part of said fund. 


O 
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Calendar No: °319 


851TH ConGREss } SENATE { Report 
1st Session No. 314 





AMENDING SECTION 505 OF THE CLASSIFICATION ACT, AS 
AMENDED, TO AUTHORIZE THE ESTABLISHMENT OF FIVE 
SUPERGRADE POSITIONS IN THE NATIONAL SECURITY COUNCIL 





May 15, 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany S. 1884] 


The Committee on Post Office and Civil Service, to whom was re- 
ferred the bill (S. 1884) to amend section 505 of the Classification Act, 
as amended, to authorize the establishment of five supergrade positions 
in the National Security Council, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


S. 1884 would authorize the transfer of five existing supergrade 
positions from the Central Intelligence Agency to the National Secu- 
rity Council. 

STATEMENT 


When the executive pay bill was under consideration last year, a 
serious effort was made to bring together under one authority and 
ceiling all supergrade positions in the Federal service. Except for a 
few isolated cases, that effort was successful and an overall ceiling was 
established. However, the fruits of that effort will be lost quickly 
unless the situation is guarded closely. 

In the instant case H. R. 5788, an act, “making appropriations for 
the Executive Office of the President * * *, and for other purposes” 
as sent to the Senate, contained language authorizing the five super- 
grade positions in question. On Apri 15, 1957, the Senate Appropria- 
tions Committee was notified of the introduction of this bill and in- 
formed that a point-of-order would be raised if the appropriation bill 
contained the provision when it reached the Senate. That notice 
was served on the Appropriations Committee for two reasons: First, 
because the matter involved is clearly within the jurisdiction of the 
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Committee on Post Office and Civil Service; and, secondly, if adequate 
control is to be exercised to assure that the pay of Federal positions is 
kept in balance it is essential that each such action be considered in a 
proper legislative manner. 

The five supergrade positions involved currently exist in the Central 
Intelligence Agency and are filled by personnei of the Operations 
Coordinating Board. Under Executive Order 10700 of February 25, 
1957, the staff of the Operations Coordinating Board is to be trans- 
ferred and placed within the structure of the National Security Council 
on July 1, 1957, or on such later date as appropriated funds become 
available. Accordingly, S. 1884 does not increase the number of 
existing supergrade positions or change in any respect the rate of pay 
of such positions. 

AGENCY VIEWS 


Reports of the Central Intelligence Agency and the National 
Security Council, the two agencies involved in the transfer of the 
positions in question, follow: 


Executive OFFICE OF THE PRESIDENT, 
Nationa Security Covuncit, 
Washington, May 7, 1257. 
Hon. Ourn D. Jounston, 
Chairman, Senate Post Office and Civil Service Committee, 
Washington, D. C. 

Dear Senator Jounston: I wish to acknowledge the receipt of 
vour letter of April 23, 1957, requesting views and comments on the 
bill which was referred to as S. 1916 but which we subsequently ascer- 
tained was intended to be identified as S. 1884. 

The additional positions which would be authorized for the National 
Security Council under S. 1884 are the same positions which under 
present authorization are established in the Central Intelligence 
Agency and are currently filled by personnel of the Operations Coordi- 
nating Board. The need for the authorization provided in S. 1884 is 
prompted by the fact that under Executive Order 10700 of February 
25, 1957, the staff of the Operations Coordinating Board is to be 
transferred and placed within the structure of the National Sec urity 
Council on July 1, 1957, or on such later date as funds may be appro- 
priated therefor. ‘Thus the proposed legislation would not have the 
net effect of increasing the number of present positions but would 
authorize the continued establishment of the positions now filled by 
personnel of the Oper ‘ations Coordinating Board. 

The provisions of S. 1884 are practic ally identical with the request 
for these positions as contained in the fiscal year 1958 budget estimates 
for the National Security Council which were submitted to the 
Congress. However, it is recognized that it is a matter for the Con- 
gress to determine whether authority for the positions requested 
should be provided in appropriation language or in S. 1884, and accord- 
ingly this office expresses no views as to the means by which such 
authorization would be effected. The attention of the committee is 
respectfully invited to the desirability of authorizing the National 
Security Council to establish the positions by July 1, 1957, on the 
assumption that appropriations are made available to the Council for 
the support of the Operations Coordinating Board for the next fiscal 
year beginning on that date. 
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Advice has been received from the Bureau of the Budget that it 
interposes no objection to the comments set forth herein. 
Sincerely, 
James S. Lay, Jr., 
Executive Secretary. 


CENTRAL INTELLIGENCE AGENCY, 
OrFricE oF THE DIRECTOR, 
Washington, D. C., April 30, 1957. 
Hon. Ourn D. Jonnston, 


Chairman, Senate Post Office and Civil Service Committee, 
Washington, D. C. 

Dear Mr. CHatrMAn: I refer to your letter of April 23, 1957 
requesting the comments of this Agency on S. 1884, a bill to amend 
section 505 of the Classification Act of 1949, as amended. This bill 
authorizes 2 additional positions in grade 18, 1 additional position in 
grade 17, and 2 additional positions in grade 16 of the general schedule 
for the National Security ouneil. 

These positions replace the positions which were originally estab- 
lished in the Central Intelligence Agency for the specific assignment 
of personnel to the Operations Coordinating Board. Executive Order 
10700, dated February 25, 1957, establishes the Board within the 
structure of the National Security Council. The provisions of this 
order become effective on July 1, 1957, except that if funds appropri- 
ated for the National Security Council are not available on that date 
for the support of the Board, the provisions shall become effective on 
such later date as funds are appropriated and become available. 

The National Security Council in presenting its 1958 budget esti- 
mates to the Congress included language almost identical to that 
contained in S. 1884. We are in agreement with the objectives of the 
bill, but take no position as to the method by which the objectives 
should be scene by the Congress. 

The Bureau of the Budget has advised that it interposes no objection 
to the submission of this report. 

Sincerely, 
ALLEN W. DvuLLEs, 
Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
orted, are shown as follows (new matter is printed in italics, existing 
aw in which no change is proposed is shown in roman): 


Section 505 or THE CLASSIFICATION Act oF 1949, as AMENDED 


(f) The National Security Council is authorized, subject to the pro- 
cedures prescribed by this section, to place two additional positions in 
grade 18, one additional position in grade 17, and two additional positions 
in grade 16 of the general schedule. Such positions shall be in addition 
to the number of positions authorized to be placed in such grades by 
subsection (6). 

O 
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DESIGNATING THE EAST 14TH STREET HIGHWAY BRIDGE OVER 
THE POTOMAC RIVER AT 14TH STREET IN THE DISTRICT OF 
COLUMBIA AS THE ROCHAMBEAU MEMORIAL BRIDGE 


May 15, 1957.—Ordered to be printed 


Mr. Brsiz, from the Committee on the District of Columbia; 
submitted the following 


REPORT 


[To accompany S. 768] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 768) to designate the east 14th Street highway bridge 
over the Potomac River at 14th Street in the District of Columbia 
as the Rochambeau Memorial Bridge, after full consideration, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

he purpose of this bill is to designate the east 14th Street highway 
bridge over the Potomac River from a point near 14th Street in the 
District of Columbia, to a point in Virginia, as the “Rochambeau 
Memorial Bridge.” After enactment of this legislation, any law, 
regulation, map, document, record, or other paper of the United States 
in which such bridge is referred to shall be held to refer to such bridge 
as the “Rochambeau Memorial Bridge.” 

The year 1956 was the 175th anniversary of the year in which Lt. 
Gen. Jean-Baptiste Donatien de Vimeau Count de Rochambeau 
crossed the Potomac River near the site of the present bridge on his 
way to aid General Washington’s forces at what was to be the Battle 
of Yorktown. 
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EXEMPTING THE SALE OF MATERIALS FOR CERTAIN WAR 
MEMORIALS IN THE DISTRICT OF COLUMBIA FROM THE 
DISTRICT OF COLUMBIA SALES TAX ACT 


May 15, 1957.—Ordered to be printed 


Mr. Bis, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 1576) 


The Committee on the District of Columbia, to which was referred 
the bill (S. 1576) to exempt the sale of materials for certain war 
memorials in the District of Columbia from the District of Columbia 
Sales Tax Act, after full consideration report favorably thereon with- 
out amendment and recommend that the bill do pass. 

The purpose of this bill is to amend section 128 of the District of 
Columbia Sales Tax Act, as amended (Public Law 76, 81st Cong.), so 
as to exempt from sales tax, sale of materials to be incorporated 
permanently in any war memorial authorized by Congress to be 
erected on public grounds of the United States. This exemption 
shall apply only with respect to sales taking place on and after January 
1, 1957. 

The Fiscal Affairs Subcommittee held a hearing on this bill on April 
10, 1957, at which time representatives of the Society of the First 
Division and the Memorial Association of the First Division, AEF, 
Inc.; the Memorial Committee of the Second Division Association, 
Inc., and the Society of the Third Infantry Division, were present 
and testified as to the need for this legislation. It was pointed out 
that these organizations have been or are in the process of erecting war 
memorials authorized by Congress to be erected on public grounds of 
the United States in the District of Columbia. 

The District of Columbia Sales Tax Act provides that a ‘“‘semipublic 
institution means any corporation, and any community chest, fund or 
foundation organized exclusively for religious, scientific, charitable, or 
educational purposes, including hospitals, no part of the net earnings 
of which inures to the benefit of any private shareholder or individual. 
For the purpose of this title an organization or institution which does 
not embrace the generally recognized relationship of teacher and stu- 
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dent shall be deemed not to be operated for educational purposes,” 
There is no provision in the Sales Tax Act for the exemption of a trans- 
action made between two nonexempt parties because the transaction 
takes place on Government ground or because the property involved 
may be located on Government ground. 

The Office of the Assessor, Sales and Use Tax Division, has deter- 
mined that these organizations do not comply with the Sales Tax Act 
as organizations organized exclusively for religious, scientific, chari- 
table, or educational purposes, and therefore they would have to pay a 
sales tax on the sale of materials to be used for war memorials in the 
District of Columbia. .This bill would exempt such sales from the 
District of Columbia Sales Tax Act. 

The bill has the approval of the Board of Commissioners of the 
District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the.Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


(63 Stat. 112) 


Src. 128. Gross receipts from the following sales shall be exempt 
from the tax imposed by. this title: 

(a) Sales to the United States or the District or any instrumentality 
thereof, except sales to national banks and Federal savings and loan 
associations. 

(b) Sales to a State or any of its political subdivisions if. such 
State grants a similar exemption to the District. As used in this 
subsection, the term ‘State’? means the several States, Territories, 
and possessions of the United States. 

(c) Sales to a semipublic institution: Provided, however, That such 
sales shall not be exempt unless (1) such institution shall have first 
obtained a certificate from the Assessor stating that it is entitled to 
such exemption, and (2) the vendor keeps a record of the sales price 
of each such separate sale, the name of the purchaser, the date of 
each such separate sale, and the number of such certificate, 

(d) (1) Repealed, 

(2) Repealed. 

(e) Sales of motor-vehicle fuels upon the sale of which a tax is 
imposed by the Act entitled ‘‘An Act to provide for a tax on motor- 
vehicle fuels sold within the District of Columbia, and for other pur- 
poses’, approved April 23, 1924, as amended or as may be hereafter 
amended. 

(f) Sales of property purchased by a utility or public-service com- 
pany for use or consumption in furnishing a commodity or service: 
Provided, That the receipts from furnishing such commodity or service 
are subject to a gross-receipts or mileage tax in force in the District 
during or for the period of time covered by any return required to be 
filed by the provisions of this tile. 

(g) Sales of newspapers and publications of semipublic institutions 
as Jefined in section 118, 
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(h) Casual and isolated sales by a vendor who is not regularly 
engaged in the business of making sales at retail. 

(i) Sales of livestock, poultry, seeds, feeds for livestock and poultry, 
fertilizers, lime, and land plaster used for agricultural purposes. 

(j) Sales of food or beverages of any nature if made in any car 
composing a part of any train or in any aircraft or boat operating 
within the District in the course of commerce between the District 
and a State. 

(k) Sales of goods made pursuant to bona fide contracts entered 
into before the date of approval of this Act: Provided, That there is 
a contract in writing signed by the purchaser and vendor which 
imposes an unconditional liability on the part of the purchaser to buy 
the goods covered thereby at a fixed price and without escalator clause, 
and an unconditional liability on the part of the vendor to deliver 
a definite quantity of such goods at the contract price. 

(1) Sales of natural or artificial gas, oil, electricity, solid fuel, or 
steam, directly used in manufacturing, assembling, processing, or 
refining. 

(m) Sales which a State would be without power to tax under the 
limitations of the Constitution of the United States. 

(n) Sale of motor vehicles and trailers which are subject to the 
provisions of title III of the District of Columbia Revenue Act of 
1949. 

(o) Sales of medicines, pharmaceuticals, and drugs whether or not 
made on prescriptions of duly licensed physicians and surgeons and 
general and special practitioners of the healing art. 

(p) Sales of crutches, wheel chairs for the use of cripples and 
invalids, and, when designed to be worn on the person of the purchaser 
or user, artificial limbs, artificial eyes, and artificial hearing devices; 
sales of false teeth by a dentist and the materials used by a dentist 
in dental treatment; sales of eyeglasses, when especially designed or 
prescribed by an ophthalmologist, oculist, or optometrist for the per- 
sonal use of the owner or purchaser; and sales of artificial braces and 
supports designed solely for the use of crippled persons. 

(q) Sales of cigarettes. 

(r) Sales of material to be incorporated permanently in any war 
memorial authorized by Congress to be erected on public grounds of the 
United States. 

O 
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ELIMINATING THE FINANCIAL LIMITATION ON REAL AND PER- 
SONAL ESTATE HOLDINGS OF THE AMERICAN HISTORICAL 
ASSOCIATION AND TO EXEMPT FROM! TAXATION CERTAIN 
PROPERTY OF SUCH ASSOCIATION IN THE DISTRICT OF COLUM- 
BIA 





May 15, 1957.—Ordered to be printed 


Mr. Braue, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany S. 1586] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1586) to eliminate the financial limitation on real and 
personal estate holdings of the American Historical Association and 
to exempt from taxation certain property of such association in the 
District of Columbia, after full consideration, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of this bill is twofold. It would eliminate the financial 
limitation of $500,000 on real and personal estate holdings of the 
American Historical Association, and would exempt from taxation 
certain property of such association in the District of Columbia. 

The charter of the American Historical Association was approved 
by Congress under an act of incorporation approved January 4, 1889, 
and the association was authorized to hold real and personal estate in 
the District of Columbia to an amount not exceeding $500,000. Asa 
result of the devaluation of the dollar in the 1930’s and the existing 
general prosperity of the country, the securities now held by the 
association have a market value of about $650,000. In addition, it 
owns real estate valued at about $40,000, which is used entirely for 
nonprofit, educational, and historical purposes. 

The bill would exempt from District of Columbia real estate taxes, 
the real property situated in square 817, described as lot 23, owned, 
occupied, and used by the American Historical Association, so long 
as the same is so owned and occupied, and not used for commercial 
purposes. This property is located at 400 A Street SE., and the land 
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and building is assessedrat $9,923. The current rate of tax is $2.30 
per hundred, and the tax loss to the District of Columbia would be 
$228.22 annually, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed i is shown in roman): 


(25 Stat. 640) 


CHAP. 20.—-AN ACT TO INCORPORATE THE AMERICAN HISTORICAL 
ASSOCIATION 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That Aridrew D. White, of 
Ithaca, in the State of New York; George Bancroft, of W ashington, 
in the District of Columbia; Justin Winsor, of Cambridge, in the State 
of Massachusetts; William.F. Poole, of Chicago, in.the State of Illinois; 
Herbert B. Adams, of Baltimore, in the State of Maryland; Clarence 
W. Bowen, of Brooklyn, in the State of New York, their associates and 
successors, are hereby created in the District of Columbia a body 
corporate and politic, by the name-of the American Historical Associ- 
ation, for the promotion of historical studies, the collection and 
preservation of historical manuscripts, and for kindred purposes 
in the interest of American history and of history in America. Said 
association is authorized to hold real and personal estate in the 
District of Columbia so far [only as may be necessary to its lawful 
ends to an amount not exceeding five hundred thousand dollars] as 
may be necessary to its lawful ends, to adopt a constitution, and to make 
by-laws not inconsistent with law. Said association shall have its 
principal office at Washington, in the District of Columbia, and may 
hold its annual meetings in such places as the said incorporators shall 
determine. Said association shall report annually to the Secretary of 
the Smithsonian Institution concerning its proceedings and the con- 
dition of historical study in America. Said Secretary shall communi- 
cate to Congress the whole of such rep sorts, or such portion thereof as 
he shall see fit. The regents of the Smithsonian Institution are 
authorized to permit said association to deposit its collections, man- 
uscripts, books, pamphlets, and other material for history in the 
Smithsonian Institution or in the National Museum; at their discre- 
tion, upon such conditions and under such rules as they shall prescribe. 

Approved, January 4, 1889. 
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PERMITTING ANY STATE OF THE UNITED STATES OR ANY POLIT- 
ICAL SUBDIVISION OF ANY SUCH STATE TO PURCHASE FROM 
THE DISTRICT OF COLUMBIA REFORMATORY AT LORTON, VA., 
GUN MOUNTINGS AND CARRIAGES FOR GUNS FOR USE AT HIS- 
TORIC SITES AND FOR MUSEUM DISPLAY PURPOSES 


May 15, 1957.—Ordered to be printed 


Mr. Biste, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 2018] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 2018) to permit any State of the United States or any 
political subdivision of any such State to purchase from the District 
of Columbia Reformatory at Lorton, Va., gun mountings and carriages 
for guns for use at hostoric sites and for museum display purposes, 
after full consideration, report thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of this bill is to permit the sale of gun mountings and 
carriages for guns for use at historic sites and for museum display 
purposes to any State of the United States or any political subdivision 
of any such State from the District of Columbia Reformatory at 
Lorton, Va. 

The District of Columbia Reformatory at Lorton, Va., has de- 
veloped a craft of manufacturing replicas of historic gun mountings 
and carriages, using prison labor to produce these items. Under 
existing law, sales of these gun mountings and carriages for guns are 
limited to departments and institutions of the Federal Government 
and of the District of Columbia. H. R. 2018 would extend the 
category to all the States and political subdivisions thereof, for use at 
historic sites and for museum display purposes. Receipts from such 
sales shall be deposited to the credit of the working capital fund 
established for the industrial enterprises at the workhouse and reform- 
atory of the District of Columbia. Any profits revert to the general 
revenues of the District of Columbia government. 

This legislation has the approval of the Commissioners of the 
District of Columbia. 
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AMENDING THE ACT ENTITLED “AN ACT TO PROVIDE ADDI- 
TIONAL REVENUE FOR THE DISTRICT OF COLUMBIA, AND FOR 
OTHER PURPOSES,” APPROVED AUGUST 17, 1937, AS AMENDED 





May 15, 1957.—Ordered to be printed 





Mr. Brae, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 6258] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 6258) to amend the act entitled “An act to provide 
additional revenue for the District of Columbia, and for other pur- 
poses,” approved August 17, 1937, as amended, after full considera- 
tion, report favorably thereon with an amendment and recommend 
that the bill as amended do pass. 

The amendment is as follows: 


Strike all after the enacting clause and insert in lieu thereof the fol- 
lowing: 


That subsection (b) of section 3 of title IV of the Act entitled “An Act to pro- 
vide additional revenue for the District of Columbia, and for other purposes’, 
approved August 17, 1937 (50 Stat. 681), as amended (sec. 40-103 (b), D. C. 

ode), is amended by striking Class C of such subsection and inserting in lieu 
thereof the following: 

“Class C. For each trailer, when the manufacturer’s shipping weight of the 
chassis, plus the weight of the body, is less than five hundred pounds, $8; five 
hundred pounds or more but less than one thousand pounds, $12; one thousand 
pounds or more but less than one thousand five hundred pounds, $20; one thou- 
sand five hundred pounds or more but less than two thousand five hundred 
pounds, $32; two thousand five hundred pounds or more but less than three thou- 
sand five hundred pounds, $46; three thousand five hundred pounds or more but 
less than six thousand pounds, $60; six thousand pounds or more but less than 
eight thousand pounds, $74; eight thousand pounds or more but less than ten 
thousand pounds, $92; ten thousand pounds or more but less than twelve thousand 
pounds, $122; twelve thousand pounds or more but less than sixteen thousand 
pounds, $152; sixteen thousand pounds or more, $182: Provided, That in deter- 
mining the total weight of a trailer subject to the provisions of this class C, there 
shall be excluded, in computing such weight, the weight of any special equipment 


which is subject to taxation as tangible personal property under subsection (e) of 
this section.” 


25002°—58 5S. Rept., 85-1, vol. 2 


27 














2 AMENDING ACT TO PROVIDE ADDITIONAL REVENUE FOR D. ©, 


Sec. 2. Subsection (b) of section 3 of title IV of said Act approved August 17 
1937 (50 Stat. 681), as amended (sec. 40-103 (b), D. C. Code), is amended by 
inserting between classes D and F the following: 

“Class E. For each motor vehicle classified by the Commissioners or their 
designated agent as an antique motor vehicle on the basis of a finding that such 
vehicle was manufactured prior to January 1, 1930, and is owned solely as a 
collector’s item, with its use limited to participation in club activities, exhibits 
tours, parades, and similar uses, but in no event for general transportation, $5,” 

Sec. The first proviso of paragraph (c) of section 3, chapter 6, of title 40 of 
the Code of Laws of the District of Columbia, 1951 edition, relating to issuance 
of congressional tags, is amended by inserting after the phrase ‘“‘to the electiv, 
officers and disbursing clerks of the Senate and the House of Repersentatives” 
a comma and the words “‘the Chief Clerk of the Senate, the Parliamentarian of 
the Senate, the Deputy Sergeant-at-Arms, Auditor, and Procurement Officer of 
the Senate’’. 

The purpose of this bill is to amend the act of August 17, 1937, so 
as to reduce the fee for a small trailer to an amount more in keeping 
with the size and character of the vehicle. Under existing law, the 
fees for the small 2-wheel trailers used principally to carry luggage 
and other personal belongings range from $12 to $26. The $26 fee, 
however, is greater than the $22 fee required for the registration of a 
passenger motor vehicle weighing up to 3,500 pounds. In view of 
this, the $26 fee for a small trailer would appear excessive. Accord- 
ingly, this bill would alleviate such inequity. 

The bill also contains a provision which would amend the act of 
August 17, 1937, in such manner as to relieve the owner of an “an- 
tique motor vehicle” from the payment of the usual motor vehicle 
fee of $22 or $32, as the case may be, and substitute in lieu thereof a 
fee of $5. This would be accomplished by inserting a “class E” in 
subsection (b) of section 3 of title IV of the act of August 17, 1937, 
establishing a fee of $5 for a motor vehicle found to be manufactured 
prior to January 1, 1930, and owned solely as a collector’s item, with 
its use limited to participation in club activities, exhibits, tours, 
parades, and similar uses, but in no event for general aon 

A provision is also in the bill which would include the Chief Clerk 
of the Senate, the Parliamentarian of the Senate, and the Deputy 
Sergeant at Arms of the Senate, with those other officers of the Senate 
and House of Representatives presently authorized to be issued con- 
gressional tags. 

This legislation has the approval of the Board of Commissioners of 
the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


(50 Stat. 681; 64 Stat. 793) 


Sec. 3. (a) There shall be levied, collected, and paid for each regis- 
tration year for each motor vehicle or trailer required to be registered 
hereunder, the registration fee provided in this section. 

(b) Class A. For each gasoline-propelled passenger vehicle, includ- 
ing passenger vehicles licensed under paragraph 31 (d) of section 7 of 
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the District of Columbia Appropriation Act for the fiscal year endin 
June 30, 1903, approved July 1, 1902, as amended by the Act o 
Congress approved July 1, 1932— 

(1) When wholly equipped with pneumatic tires, the manufacturer’s 
shipping weight of which is less than three thousand five hundred 
pounds, $22; three thousand five hundred pounds or more, $32. 

(2) When wholly or partially equipped with other than pneumatic 
tires, double the above fees. 

Class B. For each gasoline-propelled truck, tractor, and passenger- 
carrying vehicle for hire having a seating capacity of eight passengers 
or more in addition to the driver or operator, with the exception of 
passenger vehicles licensed under paragraph 31 (b) of section 7 of the 
District of Columbia Appropriation Act for the fiscal year ending 
June 30, 1903, approved July 1, 1902, amended by the act of Congress 
approved July 1, 1932— 

(1) When wholly equipped with pneumatic tires, the manufacturer’s 
shipping weight of the chassis, plus the weight of the cab and body, 
is less than three thousand pounds, $40; three thousand pounds or 
more but less than four thousand pounds, $44; four thousand pounds 
or more but less than five thousand pounds, $52; five thousand pounds 
or more but less than six thousand pounds, $60; six thousand pounds 
or more but less than seven thousand pounds, $68; seven thousand 
pounds or more but less than eight thousand pounds, $74; eight 
thousand pounds or more but less than nine thousand pounds, $84; 
nine thousand pounds or more but less than ten thousand pounds, 
$96; ten thousand pounds or more but less than twelve thousand 
pounds, $122; twelve thousand pounds or more but less than fourteen 
thousand pounds, $142; fourteen thousand pounds or more but less 
than sixteen thousand pounds, $172; sixteen thousand pounds or 
more, $202: Provided, That in determining the total weight of a 
vehicle subject to the provisions of this clause, there shall be excluded, 
in computing such weight, the weight of any special equipment which 
is subject to taxation as tangible personal property under subsection 
(e) of this section. 

(2) When wholly or partially equipped with other than pneumatic 
tires, double the above fees. 

[Class C. For each trailer, when the manufacturer’s shipping 
weight of the chassis plus the weight of the body is less than three 
hundred pounds, $12; three hundred pounds or more but less than 
five hundred pounds, $16; five hundred pounds or more but less than 
one thousand pounds, $26; one thousand pounds or more but less 
than two thousand five hundred pounds, $36; two thousand five 
hundred pounds or more but less than three thousand five hundred 
pounds, $46; three thousand five hundred pounds or more but less 
than six thousand pounds, $60; six thousand pounds or more but less 
than eight thousand pounds, $74; eight thousand pounds or more but 
less than ten thousand pounds, $92; ten thousand pounds or more 
but less than twelve thousand pounds, $122; twelve thousand pounds 
or more but less than sixteen thousand pounds, $152; sixteen thousand 
pounds or more, $182: Provided, That in determining the total weicht 
of a trailer subject to the provisions of this class C, there shall he 
excluded, in computing such weight, the weight of any special equip- 
ment which is subject to taxation as tangible personal property under 
subsection (e) of this section. ] 
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Class C. For each trailer, when the manufacturer’s shipping weight 
of the chassis, plus the weight of the body, is less than five hundred pounds, 
$8; five hundred pounds or more but less than one thousand pounds, $12; 
one thousand pounds or more but less than one thousand five hundred 
pounds, $20; one thousand five hundred pounds or more but less than 
iwo thousand five hundred pounds, $32; two thousand five hundred pounds 
or more but less than three thousand five hundred pounds, $46; three 
thousand five hundred pounds or more but less than siz thousand pounds, 
S60; six thousand pounds or more but less than eight thousand pounds, 
874; eight thousand pounds or more but less than then thousand pounds, 
$92; ten thousand pounds or more but less than twelve thousand pounds, 
$122; twelve thousand pounds or more but less than sixteen thousand 
pounds, $152; sixteen thousand pounds or more, $182: Provided, Than in 
determining the total weight of a trailer subject to the provisions of this 
class C, there shall be excluded in computing such weight, the weight of 
any special equipment which is subject to taxation as tangible personal 
property under subsection (e) of this section. 

Class D. For each motorcycle, motor bicycle, motor tricycle, and 
motor wheel, $12.00. 

Class E.. For each motor vehicle classified by the Commissioners or their 
designated agent as an antique motor vehicle on the basis of a finding that 
such vehicle was manufactured prior to January 1, 1930, and is owned 
solely as a collector’s item, with its use limited to participation in elub 
activities, exhibits, tours, parades, and similar uses, but in no event for 
general transportation, $5. 

Class F. For dealers’ identification tags, first three sets of tags, $50, 
and $10 for each additional set. 

(c) When application for registration of any motor vehicle or trailer 
or for registration as a dealer or for issuance of dealers’ identification 
tags is received by the director on or after October 1, the registration 
fee, or the fee for issuance of dealers’ identification tags shall be one- 
half the amount otherwise provided, 

(d) Proceeds from fees payable under this title shall be divided 
between the General Fund and the Highway Fund. The Commis- 
sioners are authorized and empowered to determine the percentage of 
all proceeds from fees payable under this title which shall be deposited 
to the credit of the General Fund of the District of Columbia: Provided, 
That the percentage of proceeds deposited to the credit of the General 
Fund shall be not less than sixty-four per centum or more than seventy- 
four per centum of all proceeds from fees payable under this title. The 
remainder of such proceeds payable under this title, all moneys col- 
lected from the motor-vehicle-fuel tax, and fees charged for the titling 
of motor vehicles and trailers, including fees charged for the issuance 
of permits to operate motor vehicles, shall be deposited in a special 
account in the Treasury of the United States entirely to the credit 
of the District of Columbia and shall be appropriated and used solely 
and exclusively for the following purposes: 

(1) For construction, reconstruction, improvement, and mainte- 
nance of public highways, including the necessary administrative 
expenses in connection therewith; 

(2) For the expenses of the office of the director of vehicles and 
traffic incident to the regulation and control of traffic and the admin- 
istration of the same; and 

(3) For the expenses necessarily involved in the police control, 
regulation, and administration of traffic upon the highways: Provided, 
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however, That the total amount to be exnended under this item shall 
not exceed 15 per centum of the total payment appropriated for pay 
and allowances of officers and members of the Metropolitan Police 
force. 

For the fiscal year 1938 all moneys appropriated for the construc- 
tion, reconstruction, improvement, and maintenance of highways and 
administrative expenses in connection therewith, all moneys appro- 
priated for the department of vehicles and traffic, and 15 per centum 
of all moneys appropriated for pay and allowances for officers and 
members of the Metropolitan Police force shall be paid from and 
chargeable against the fund hereby created. 

(e) Notwithstanding the provisions of this Act, special equipment 
mounted on a motor vehicle or trailer and not used primarily for the 
transportation of persons or property shall be taxed as tangible per- 
sonal property as provided by law. For the purpose of determining 
the fees authorized by clause 1 of class B and class C of subsection (b) 
of this section, the weight of special equipment taxed in accordance 
with the provisions of this subsection (e) shall be excluded in comput- 
ing the weight of the vehicle or trailer on which it is mounted. 


(43 Stat. 1121; 59 Stat. 313) 


Src. 6. (a) The Commissioners of the District of Columbia are 
authorized and empowered to make, modify, repeal, and enforce usual 
and reasonable traffic rules and regulations relating to vehicles, and 
rules and regulations concerning the control of traffic, the registra- 
tion of motor vehicles, and the issuance and revocation of operators’ 
permits; and to exercise any power or perform any duty imposed on 
the director of traffic, which office is hereby abolished; and in the 
administration of the above powers and authority the commissioners 
may exercise the same through such officers or agents of the District 
as the commissioners may designate: Provided, That no member of 
the Metropolitan Police Department may be empowered to perform 
any function under this Act other than in the enforcement thereof. 

(b) There is established in the government of the District of 
Columbia a department of vehicles and traffic, which, under the 
direction of the commissioners, shall have charge of the issuance and 
revocation of operators’ permits, the registration and titling of motor 
vehicles, the making of traffic studies and plans, the installation and 
maintenance of traffic signs, signals, and markers, and of such other 
matters as may be determined by the commissioners. The com- 
missioners shall appoint a director of vehicles and traffic, who shall 
be in charge of said department, and such other personnel as they 
may deem necessary to perform the duties thereof and as may be 
appropriated for by Congress. The salaries of such director of 
vehicles and traffic and other personnel shall be fixed in accordance 
with the Classification Act of 1923 (U.S. C., title 5, § 673). The 
director of vehicles and traffic shall be responsible directly to the 
commissioners for the faithful performance of his duties and shall be 
subject to removal by the commissioners for cause. 

(c) The Commissioners of the District of Columbia are authorized 
and empowered to make, modify, and enforce reasonable regulations 
in respect to brakes, horns, lights, mufflers, and other equipment, 
the inspection of the same; the registering, reregistering, titling, re- 
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titling, transferring of titles, and revocation of the certificate of title 
to motor vehicles and trailers: Provided, That congressional tags shall 
be issued by the commissioners under consecutive numbers, one to 
each Senator and Representative in Congress, to the elective officers 
and disbursing clerks of the Senate and the House of Representatives, 
the Chief Clerk of the Senate, the Parliamentarian of the Senate, the 
Deputy Sergeant-at-Arms, Auditor, and Procurement Officer of the Senate, 
the Parliamentarian of the House of Representatives, the attending 
physician of the Capitol, and the assistant secretaries (one for the 
majority and one for the minority of the Senate), for their official 
use, which, when used by them individually while on official business, 
shall authorize them to park their automobiles in any available curb 
space in the District of Columbia, except within fire plug, fire house, 
loading station, and loading platform limitations, and such congres- 
sional tags shall not be assigned to or used by others: Provided further, 
That such congressional tags shall be valid only for the Congress in 
which such tags are so issued, and it shall be unlawful to display such 
congressional tags for a period longer than thirty days after the 
opening of the next Congress. 

Any person violating this section shall be fined not more than $300 
or imprisoned not more than ninety days, or both. 


O 








Calendar No. 326 


85TH CONGRESS ! SENATE Report 
1st Session No. 321 





AMENDING THE ACT FOR THE RETIREMENT OF PUBLIC 
SCHOOL TEACHERS IN THE DISTRICT OF COLUMBIA 


May 15, 1957.—Ordered to be printed 


Mr. Bisex, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany §S. 923] 


The Committee on the District of Columbia, to which was referred 
the bill (S. 923) to amend the act for the retirement of public school 
teachers in the District of Columbia, after full consideration, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments are as follows: 

Page 1, line 10, insert a comma after the word “Act”’. 

Page 1, line 11, strike the word “every” and insert in lieu thereof 
“each’’. 

Page 2, line 2, after the period insert the following: 


and by inserting the following immediately before the period 
at the end of the second sentence: “‘: Provided, That such 
interest shall not be credited after December 31, 1956, 
except that in the case of a teacher separated before he has 
completed five years of teaching service interest shall be 
credited to the date of separation’’. 
Page 3, line 6, strike the letter ‘‘(b)’’ and insert in lieu thereof ‘‘(B)”’. 
Page 4, line 18, before the word “enlistment” insert the words 
“instrumentality of war and incurred in line of duty during an’. 
Page 4, line 22, immediately before the word “by” insert the words 
“by inserting the words ‘Air Force’ after the word ‘Navy’ in item (e) 
of the second sentence of section 8; and’’. 
Page 5, line 15, strike the word “thereof”’. 
Page 5, line 20, strike the numeral “1” after the word “paragraph” 
and insert in lieu thereof ‘‘(1)”’. 
Page 6, line 21, strike the number “18” and insert in lieu thereof 
“eighteen’’, 
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Page 6, line 22, strike the number “18” and insert in lieu thereof 
“eichteen, (b) his becoming capable of self-support after age eighteen,” 

Page 7, line 20, immediately before the word “term” strike the word 
“the” and insert in lieu thereof “The”. 

Page 8, strike all of lines 3 and 4, and insert the following new 
sections: 


Sec. 2. The amendments made by this Act shall not 
apply in the case of teachers retired or otherwise separated 
prior to its effective date, and the rights of such persons and 
their survivors shall continue in the same manner and to the 
same extent as if this Act had not been enacted. 

Sec. 3. No person retiring subsequent to the effective 
date of this Act and pursuant to its provisions shall be 
entitled to any benefits accruing by reason of the provisions 
of Public Law 648, Eighty-fourth Congress, approved July 
2, 1956 (70 Stat. 487). 

Suc. 4. The effective date of this Act shall be October 
1, 1956. 

Amend the title so as to read: 


A bill to amend the Act for the retirement of public school 
teachers in the District of Columbia, and for other purposes. 


The purpose of this bill is to amend the act for the retirement of 
public school teachers in the District of Columbia (60 Stat. 875, 
ch. 779), so as to give to teachers and supervisory personnel under the 
Board of Education of the District of Columbit a, substantially the same 
benefits to which employees of the Federal and District Governments 
are entitled under the Civil Service Retirement Act of May 29, 1930, 
as amended by the Civil Service Retirement Act Amendments of 1956 
(Public Law 854, 84th Cong.). 

The bill increases annuities for school employees and for widows of 
such employees on the average approximately 25 percent and for 
surviving children from approximately 50 percent to 100 percent. 


PRINCIPAL PROVISIONS OF THE BILL 


(a) The rate of contribution by employees is increased from 6 per- 

cent to 6% percent. 

(b) Optional retirement is permitted at age 62 after 5 years of serv- 
er instead of after 15 years. 

(c) The reduction factor for retirement before reaching age 60 is 
changed from 3 percent a year to 1 percent for each year the retiring 
employee is under age 60 and 2 percent for each year he is under 
age 5d. 

(d) The present requirement that an employee have at least 10 
years of service to be eligible to retire for disability or for other reasons 
is ae me to 5 years of service. 

(e) An immediate annuity is granted upon involuntary separation 
from the service after attaining ‘the age of 50 years with 20 ye ars of 
service, or upon involuntary separation after 25 years of service, 
regardless of age. 

(f) Under present law annuities are based upon 1% percent of the 
highest average annual salary over a period of 5 consecutive years 
times the total years of service, or 1 percent plus $25, whichever is 
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eater. The bill changes the formula so that the annuity will be 

ased upon 1% percent for the first 5 years of service, 1% percent for 
the next 5 years of service, and 2 percent for the remainder, multiplied 
by the years of service (or 1 percent plus $25 in each case, whichever 
gives the greater annuity). 

The annuity of an employee electing a survivor’s annuity would be 
reduced by 2% percent of the first $2,500 and 10 percent of the balance, 
At present the reduction is 5 percent of the first $1,500 and 10 percent 
of the balance. 

(g) Disability benefits are liberalized by providing a minimum of 
40 percent of the average salary or the annuity computed under the 
general formula after adding the years elapsing between the date of 
separation and attainment of age 60, whichever is the lesser. An 
annuity larger than the minimum is payable if earned by the retiring 
employee. 

(h) Present law credits honorable military service in time of actual 
war only. The bill allows credit for all honorable active military service 
if the employee is not receiving retirement pay based on such service. 
The bill also allows credit for military service if the employee is 
receiving retirement pay for military service if such retired pay is 
(1) based on a service-connected disability incurred in combat with 
an enemy or caused by an instrument of war, or (2) awarded under 
title III of Public Law 810, 80th Congress. 

(i) Under existing law, if any employee dies, after rendering 5 years 
of service, an automatic annuity equal to 50 percent of the employee’s 
earned annuity is payable to the widow. The bill extends similar 
benefits to dependent widowers. 

(7) The bill increases benefits for children of deceased employees 
as follows: 

(1) If a wife or husband survives, each child’s benefit would be the 
smallest of (i) 40 percent of the employee’s average salary divided by 
the number of children, (ii) $600, or (iii) $1,800 divided by the number 
of children. 

(2) If no wife or husband survives, each child would receive the 
smallest of (i) 50 percent of the employee’s average salary divided by 
the number of children, (ii) $720, or (111) $2,160 divided by the num- 
ber of children. 

Under present law, if a widow survives, each child receives the 
smallest of (1) one-fourth of the employee’s earned annuity, (2) $900 
divided by the number of children, or (3) $360. 

Under present law, if no widow survives, each child receives the 
smallest of (1) one-half of the employee’s earned annuity, (2) $1,200 
divided by the number of children, or (3) $480. 


EFFECTIVE DATE 


The benefit provisions take effect October 1, 1956. The provision 
for increasing contributions by the employees would be effective on 
the first day of the second month following the enactment of the bill. 


AMENDMENTS 


The amendments are designed to provide a cutoff date for the 
anting of interest on deposits of employees so as to make the 
eachers Retirement Act consistent in this respect with the Civil 
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Service Retirement Act, and to make clear that the bill does not affect 
employees retired prior to the effective date of the bill. 

The insertion of new section 3 is designed to prevent the possibility 
of employees retiring after the effective date of the bill (October 1, 
1956) and before December 31, 1957, becoming entitled to an increase 
in their annuities over and above the annuity to which the employees 
would be entitled under the bill. Such a possibility might otherwise 
exist by reason of the operation of Public Law 648, 84th Congress, 
which granted certain increases in annuities for the period ending 
December 31, 1957. 

The other amendments are inserted for purposes of clarification, 


cost 


The additional cost to the District government for the first few 
years would be negligible. However, section 6 of the present Teachers 

etirement Act requires that a level financial reserve be maintained 
through adequate annual appropriations (in addition to the employees’ 
contribution). The benefits provided by this bill would require an 
additional annual appropriation of $867,200 to provide such a level 
reserve. This additional amount would have to be appropriated 
annually beginning with the fiscal year 1959. This amount would 
have to be appropriated in addition to the present cost to the District 
which, for the fiscal year 1957, is $2,655,000. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 

{That there shall be deducted and withheld from the annual salary 
of every teacher in the public schools of the District of Columbia an 
amount equal to 6 per centum of the teacher’s annual salary.] Be- 
ginning on the first day of the second month following the enactment of this 
Act there shall be deducted and withheld from the annual salary of every 
teacher in the public schools of the District of Columbia an amount equal 
to 6% per centum of the teacher’s annual salary. The amounts deducted 
and withheld from the annual salary of each teacher, including amounts 
so deducted and withheld prior to the effective date of this Act under 
the Act entitled “An Act for the retirement of public-school teachers 
in the District of Columbia’’, approved January 15, 1920 (41 Stat. 
387), as amended, shall be credited to an individual account of the 
teacher from whose salary the deduction is made, together with interest 
at 4 per centum per annum compounded annually up to the effective 
date of this Act and thereafter at 3 per centum per annum, compounded 
annually from December 31 of the vear in which the deductions are 
made: Provided, That such interest shall not be credited after December 
81, 1956, except that in the case of a teacher separated before he has com- 
pleted five years of teaching service interest shall be credited to the date of 
separation. These individual interest-bearing accounts shall be kept 
by the Auditor of the District of Columbia. 

Any teacher may at his option and under such regulations as ma 
be prescribed by the Commissioners of the District of Columbia deposit 
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with the Collector of Taxes, District of Columbia, additional sums in 
multiples of $25 but not to exceed 10 per centum per annuin of his 
annual salary, pay, or compensation, for services rendered since 
March 1, 1920, which amount together with interest thereon at 3 per 
centum per annum compounded as of December 31 of each year, shall, 
at the date of his retirement, be available to purchase an annuity as 
he shall elect in accordance with such rules and regulations as may be 
prescribed by the Commissioners of the District. of Columbia, in 
addition to the annuity provided by this Act; the purchase price of 
such annuity shall be based upon an interest rate of 3 per centum per 
annum com pounded annually and upon such table of mortality as shall 
from time to time be prescribed by the Commissioners of the District 
of Columbia. In the event of death or separation from the service of 
such teacher before becoming eligible for retirement on annuity, the 
amounts so deposited with interest at 3 per centum compounded 
annually from December 31 of the year in which the deposits are made 
shall be refunded in accordance with the provisions of sections 9 and 
10, respectively, of this Act. A separate individual account shall be 
kept by the Auditor of the District of Columbia with respect to the 
Sentary deposits and interest of each teacher. 

Src. 3. (a) Any teacher to whom this Act applies who shall have 
attained or shall hereafter attain the age of sixty years and has ren- 
dered at Jeast thirty years of service computed as prescribed in section 
8 of this Act, or shall hereafter attain the age of sixty-two years and 
has rendered at least [fifteen] five years of service computed as pre- 
scribed in section 8 of this Act, may voluntarily retire and shall be 
eligible for retirement on an annuity computed as provided in section 
5 of this Act. 

“(b) Any teacher to whom this Act applies who shall have attained 
or shall hereafter attain the age of fifty-five years and shall have 
rendered at least thirty years of service, computed as prescribed in 
section 8 of this Act, may voluntarily retire and shall be paid an 
immediate life annuity beginning on the first day of the month follow- 
ing the date of separation from the service, computed as prescribed 
in section 5 (a) of this Act, reduced by [one-fourth] one-twelfth of 1 
per centum for each full month such teacher is under sixty years of 
age.” 

(ec) Any teacher who shall have attained or shall hereafter attain 
the age of sixty-two years and is eligible for retirement under the pro- 
visions of this Act, may be retired by the Board of Education upon 
written recommendation of the Superintendent of Schools. Any 
teacher who shall have attained, or shall hereafter attain the age of 
seventy years, shall be retired unless written recommendations of 
the Superintendent of Schools two-thirds of the members of the Board 
of Education vote to retain such teacher in the public schools for the 
good of the service. No sum shall be paid to any teacher upon his 
retirement under the provisions of this section unless he shall have 
been employed as a teacher on active duty in the public schools of the 
District of Columbia for a total period of not less than [ten] five 
years. 

(d) Any teacher who completes twenty-five years of service or who 
attains the age of fifty years and completes twenty years of servise shall 
upon involuntary separation from the service not by removal for cause 
on charges of misconduct or delinquency, be paid a reduced annuity 
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computed as provided in section 5 (a) of this Act reduced by one-twelfth 
of 1 per ceitum for each full month not in excess of sixty and by one-sizth 
of 1 per centum for each full month in excess of sixty such teacher is under 
the age of sixty years at date of separation. 

Sec. 4. Any teacher to whom this Act applies who shall have served 
on active duty in the public schools of the District of Columbia for 
a total period of not less than [ten] five years, and who, before be- 
coming eligible for retirement under the conditions defined in the 
preceding sections hereof, becomes physically or mentally disabled and 
incapable of satisfactorily pertorming the duties of his position, by 
reason of disease or injury not due to vicious habits, intemperance, or 
willful misconduct on the part of the teacher, shall upon his own appli- 
cation or upon order of the Board of Education as provided later in this 
section be retired on an annuity computed in accordance with the pro- 
visions of section 5 and 6 hereof: Prowded, That proof of freedom 
from vicious habits, intemperance, or willful misconduct for a period 
of more than five years next prior to becoming so disabled for useful 
and efficient service shall not be required in any case. No claim shall 
be allowed under the provisions of this section unless the application 
for retirement shall have been executed prior to the applicant’s sepa- 
ration from the service or within six months thereafter. No teacher 
she tl be retired under the provisions of this section unless examined 
under the direction of the Health Officer of the District of Columbia, 
and as a result of said examination, in his judgment, or in the judgment 
of the Superinte ‘ndent of Schools concurred in by two-thirds of the 
members of the Board of Education, shall have been found to be 
physice!}y or mentally incapac ‘itated for efficient service. 

Kvery annuitant retired u nd er the provisions of this section, unless 
the disability for which retired be permanent in character, shall at the 
expiration of one-vear from the date of such retirement and annually 
thereafter, until reaching retirement aze as defined in section 3 hereof, 
be examined under the direction of the Health Officer of the District of 
Columbia in order to ascertain the nature and degree of the annuitant’s 
disability, ifany. If an annuitant shall recover before reaching retire- 
ment aze he shall be rea ppointed by the Board of Education in accord- 
ance with such rules and regulations as the said Board may prescribe to 
the first position, equal or similar to any position in the public schools 
occupied by the annuitant before retirement, which becomes vacant 
after the date the Board of Education receives written notification 
from the He alth Om icer of the District of Columbia that the annuitant 
has recovered and is able to discharge his duties as a teacher in the 
public ‘ediodls of the District of Columbia. Payment of the annuity 
shall be continued until the date of re ere by the Board of 
Education. In the event that the annuitant refuses to yi a 
employment preseribed in tais section no caauite shall be paid afte 
the date of such refusal. Should the annuitant fail to “appeat for 
examination as required under this section payment of the es 
shall be suspended until continuance of the disabi lity sl ‘all ve been 
satisfactorily established. Upon written recommends aa of the 
Superintendent of Schools the Board of Education may order or direct 
at any time such medical or other examination as it shall deem neces- 
sary to determine the facts relative to the nature and degree of dis 
ability of any teacher retired on an annuity under this section. 
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In all cases where the annuity is discontinued under the provisions 
of this section, so much of the annuity payments as would have been 
provided by an annuity whose actuarial value at the time of retirement 
was equal to the contributions accumulated with interest shall be 
charged ag zainst his individual account and, unless he shall become 
reemployed i in @ position under the purview of this Act, he shall be 
considered as having been separated from the service for other than 
retirement purposes ‘and entitled to the benefits of section 9 (a) hereof: 
Provided, however, That if such teacher were also receiving an annuity 
because of voluntary deposits made under the provisions of section 1 
hereof, such annuity may be continued or, at the option of the teacher, 
the actuarial reserve value of such annuity may be withdrawn in cash 
unless the teacher is reemployed in a position within the purview of 
this Act, in which case the amount of such reserve value shall be 
treated as a voluntary deposit under the provisions of section 1 
hereof. 

“Sec. 5. (a) [That every teacher who shall be retired under the 
provisions of section 3 or section 4 of this Act shall receive an annuity 
composed of (1) a sum equal to 1 per centum of his average annual 
salary received during any five consecutive years of allowable service 
in the public schools of the District of Columbia, at the option of the 
teacher, multiplied by the years of service, plus a sum equal to $25 for 
each year of service or (2) a sum equal to 1% per centum of his average 
annual salary received during any five consecutive years of allow able 
service - the public schools of the District of Columbia, at the option 
of the teacher, multiplied by the years of service.] EHacept as other- 
Wise ‘provided in this Act, every teacher who shall be retired under the 
provisions of section 3 or section 4 of this Act shall receive an annuity 
composed of (1) the larger of (A) 1% per centum of the average salary as 
defined in section 13 of this Act, multiplied by so much of the total service 
as does not exceed five years, or (B) 1 per centum of the average salary, 
plus $25, multiplied by so much of the total service as does not exceed 
five years, plus (2) the larger of (A) 1% per centum of the average salary 
multiplied by so much of the total service as exceeds five years but — 
not exceed ten years, or (B) 1 per centum of the average salary, plus § 
multiplied by so much of the total service as exceeds five years but ye 
not exceed ten years, plus (3) the larger of (A) 2 per centum of the average 
salary multiplied by so much of the total service as exceeds ten years, or 
(B) 1 per centum of the average salary, plus $25, multiplied by so much 
of the total service as exceeds ten years. Annuities granted under the 
terms of this Act shall accrue monthly and shall be due and payable 
in monthly installments at the beginning of the month following the 
month for which the annuity shall have accrued, such monthly in- 
stallments being computed to the nearest dollar. ” Annuities payable 
to any retired teacher who has become eligible for retirement because 
of age as defined in section 3 of this Act shall be payable during the 
lifetime of the annuitant. Annuities payable to any teacher retired 
on account of disability shall be subject to the conditions set forth 
under section 4 of this Act. 

(b) Any teacher retiring under the provisions of section 3 or sec- 
tion 4 of this Act may, at the time of retirement, elect to receive in 
lieu of the life annuity described herein one of the following: 

(1) A reduced annuity and an annuity after death payable to 
his or her surviving widow or widower designated by such teacher 
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at time of retirement equal to 50 per centum of such life annuity, 
[The life annuity of the teacher making such election shall be 
reduced by 5 per centum of so much thereof as does not exceed 
$1,500, plus 10 per centum of the balance of such life annuity, 
and shall be further reduced by three-fourths of 1 per centum of 
such life annuity for each full year, if any, the designated wife or 
husband is under age of sixty at time of retirement, but the total 
reduction shall in no case be more than 25 per centum of such 
life annuity.J] The life annuity of the teacher making such election, 
excluding any increase because of retirement under section 4 of this 
Act, shall be reduced by 2% per centum of so much thereof as does 
not exceed $2,400 and by 10 per centum of so much thereof as exceeds 
$2,400. The annuity of such widow or widower shall begin on 
the first day of the month immediately following the month in 
which the death of the retired teacher occurs or the first day of 
the month following the widow’s or widower’s attainment of age 
fifty, whichever is the later, and such annuity or any right thereto 
shall terminate upon his or her death or remarriage. 


(2) If unmarried and in good health, a reduced annuity pay- 
able to him during his life, and an annuity after his death payable 
to a survivor annuitant having an insurable interest in such 
teacher, duly designated in writing and filed with the Auditor of 
the District’ of C olumbia at the time of retirement, during the 
life of such survivor annuitant equal to 50 per centum of such re- 
duced annuity and upon the death of such survivor annuitant all 
payments shall cease and no further annuity shall be due and pay- 
able. The annuity hereunder payable to the teacher shall be 90 
per centum of the life annuity otherwise payable if the survivor 
annuitant is the same age or older than the annuitant, or is less 
than five years younger ‘than the annuitant; 85 per centum if the 
survivor annuitant is five but less than ten years younger ; 80 per 
centum if the survivor annuitant is ten but less than fifteen years 
younger; 75 per centum if the survivor annuitant is fifteen but 
less than twenty years younger; 70 per centum if the survivor 
annuitant is twenty but less than tw enty-five years younger; and 
60 per centum if the survivor annuitant is tw enty-five or more 
years younger. No such election shall be valid until the retiring 

teacher shall have satisfactorily passed a physical examination 
under the direction of the Health Officer of the District of Colum- 
bia, as prescribed by the Board of Education. No person shall be 
eligible to receive an annuity under this subsection and an annuity 
under subsection (b) of section 9 of this Act based upon the 
service of the same teacher covering the same period of time. 


(3) A reduced annuity of equivalent value providing for a 
life-insurance benefit payable in a lump sum at the time of the 
annuitant’s death. The face amount of such life insurance may 
be in any amount which the retiring teacher shall designate at 
the time of retirement but shall not exceed his contributions 
accumulated with interest to the date of retirement. Payment of 
such insurance shall be made in accordance with the provisions of 
section 10 of this Act, Any annuitant who elects to receive the 
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reduced annuity with fixed life-insurance benefits may reconvert 
the value of the life insurance to an additional annuity of equiva- 
lent value on any anniversary of the retirement date of said 
annuitant prior to reaching age seventy. 

(c) (1) The annuity of any person who now or hereafter is receiv- 
ing or entitled to receive an annuity from the teachers’ retirement and 
annuity fund shall be increased, effective on October 1, 1955, or on 
the commencing date of the annuity, whichever is later, in accordance 
with the following schedule 





Annuity not in ex- | Annuity in ex- 





“If annuity commences between— cess of $1,500 shall | cess of $1,500 

be increased by— shall be in- 

creased by— 

August 20, 1920, and June 30, 19% ... pce nitdunbidn abigail acsddupinaabhie i | 12 per centum..... 9 per centum 
SET Ap END, GE LPOCMOEE Gl, BOO cenccnccnccaeececdncassaccahencous 10 per centum....- 7 per centum 
January 1, 19 PEO SUS GR BOGE. . diccts  cavddenntonctbess sabaebabuct 8 per centum...... 6 per centum 
July 1, 1956, and RRR BO | I 1. hsu dun wethvniniditectitiedsnentinsieeiedead 6 per centum...... 4 per centum 
Ser, ee Pen TE. leleccurapnemmegracenneesehenean 4 per centurm...... 2 per centum 


July 1, 1957, and December 31, 1957 2 per centum......| 1 per centum 





“Such increase in annuity shall not exceed the sum necessary to 
increase such annuity, exclusive of annuity purchased by voluntary 
contributions under this Act, to $4,104. The monthly installment of 
each annuity so increased shall be fixed at the nearest dollar. 

(2) The increases provided by this subsection, when added to the 
annuities of retired employees, shall not operate to increase the annui- 
ties of their survivors, except that the annuity of any such survivor 
who becomes entitled to annuity shall be increased by the per centum 
provided in subsection (c) (1) of this section appropriate to the 
commenc ing date of such survivors annuity. 

Sec. 6. [That in calculating, as provided in section 5 (a), the 
annuity ie a teacher retired under the provisions in section 4 of this 
Act, a minimum credit of twenty years shall be used in determining 
the sum allowable to a teacher with less than twenty years of service: 
Provided, That such minimum credit shall not exceed the total number 
of years of service which the teacher might have served if continuously 
employed as a teacher in the public schools of the District of Columbia 
to age sixty-two. ] 

The annuity of a teacher retiring under section 4 shall be at least (1) 
40 per centum of the average salary or (2) the sum obtained under section 5 
after increasing his total service by the period elapsing between the date 
of separation and the date he attains the age of siaty years, whichever is 
the lesser. 

Sec. 8. The years of service which form the basis for determining 
the amount of the annuity provided in section 5 (a) of this Act shall 
be computed from the date of original probationary appointment as 
a teacher in the public schools of the District of Columbia, including 
so much of any authorized leaves of absence without pay beginning 
on the effective date of this amendatory Act as does not exceed six 
months in the aggregate in any fiscal year, plus any service credit that 
may be allowed under the provisions of this section: Provided, That 
the total credit granted for leaves of absence without pay shall not 
exceed one year: “Provided further, That deposits equal to 5 per centum 
of those portions of salary received between July 1, 1949, and the 
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effective date of this amendatory Act for which service credit was not 
earned may be made, and service credit received accordingly. In 
computing the length of service of retirng teachers credit may be 
given, year for year, for (a) public-school service or its equivalent 
outside the District of Columbia but not to exceed ten years; (b) con- 
tinuous temporary service in the public schools of the District of 
Columbia immediately prior to probationary appointment; (c) service 
in the government of the District of Columbia or the Government of 
the United States allowable under the Civil Service Act of 1920, as 
amended; [(d) periods of honorable service in the Army, Navy, 
Marine Corps, or Coast Guard of the United States in time of war] 
(d) periods of honorable active service in the Army, Navy, Air Force, 
Marine Corps, or Coast Guard of the United States (but not the National 
Guard except when ordered to active duty in the service of the United States) 
prior to the date of the separation upon which title to annuity is based; 
except that, if a teacher 1s awarded retired pay on account of military 
service, his military service shall not be included, unless such retired pay is 
awarded on account of a service-connected disability (1) incurred in com- 
bat with an enemy of the United States or (2) caused by an instrumentality 
of war and incurred in line of duty during an enlistment or employment 
as provided in Veterans Regulation Numbered 1 (a), part 1, paragraph 1, 
or is awarded under tt'le III of Public Law 810, Eightieth Congress. 
(e) all educational leaves of absence with part pay authorized 
by the Board of Education in accordance with the Act of June 12, 
1940 (54 Stat. 349); and the first ten-year period to begin on the 
date of the first probationary appointment as a teacher in the public 
schools of the District of Columbia: Provided, however, That that 
portion of the annuity which results from credit for service allow- 
able under (a) and (c) of this section shall be reduced by the amount 
of any annuity which the retired teacher is entitled to receive under 
any Federal, State, or municipal retirement or pension system in 
respect to such service, except that such portion of the annuity after 
reduction shall not be less than the annuity purchasable with the 
deposit which the teacher is required to make under the provisions of 
this section in order to obtain credit for such service: Provided 
further, That no credit for service prescribed in this section, with the 
exception of periods of honorable service in the Army, Navy, Air 
Force, Marine Corps, or Coast Guard of the United States [in time of 
war] and all educational leaves of absence with part pay authorized by 
the Board of Education in accordance with the Act of June 12, 1940 (54 
Stat. 349), shall be given to any teacher entering the said public schools 
after June 30, 1926, until he shall have deposited to the credit of the 
teachers’ retirement and annuity fund of the District of Columbia a 
sum equal to the accumulated contributions and interest which he 
would have had credited to his individual account if such service had 
been rendered on active duty in the public schools of the District 
of Columbia, said contributions to be based on the average annual 
salary of the class to which the teacher is appointed: Provided further, 
That all contributions to the retirement fund made by any teacher 
on educational leave with part pay shall be determined in accordance 
with the provisions of section 1 of this Act, but otherwise no pro- 
vision of this Act shall be interpreted to deprive any teacher employed 
by the Board of Education of any rights or benefits allowable under 
the Act of June 12, 1940 (54 Stat. 349): Provided further, That if 
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the teacher so elects, he may deposit the required sum in the fund in 
any number of monthly installments not exceeding fifty with interest 
at 3 per centum per annum compounded annually, upon making claim 
with the Auditor, District of Columbia, within one year of the effec- 
tive date of this Act, or within one year after the original probational 
appointment or reinstatement in the school service, or within two years 
after the date of honorable discharge from the military service: And 
provided further, That nothing contained herein shall be construed to 
allow any teacher more than one year’s credit for all services rendered 
in any one fiscal year. 

A teacher who during the period of any war, or of any national emer- 
gency as proclaimed by the President or declared by the Congress, has 
left or leaves his position to enter the military service, as defined in this 
section, shall not be considered, for the purposes of this Act, as separated 
from his teaching position by reason of such military service, unless he 
shall apply for and receive a lump-sum benefit under this Act, except 
that such teacher shall not be considered as retaining his teaching position 
beyond six months after the date of the approval of this Act or the expira- 
tion of five years of such military service, whichever is later. 

Nothing in this Act shall affect the right of a teacher to retired pay, 
pension, or compensation in addition to the annuity herein provided. 

Src. 9 (a) Should any teacher to whom this Act applies, after having 
served in the publie schools of the District of Columbia for a total 
period of not less than [ten] five years and before becoming eligible for 
retirement, become separated from the service, such teacher may elect 
to receive a deferred annuity beginning at the age of sixty-two years 
computed as provided in section 5 of this Act: Provided. That any 
teacher who becomes separated from the public schools of the District 
of Columbia for other than retirement purposes and who does not elect 
to receive a deferred annuity as provided for in this section, shall 
receive as soon as practicable after separation the refund of deductions, 
deposits, or redeposits with interest thereon, or any voluntary contri- 
butions made under the provisions of section 1 of this Act, with interest: 
Provided further, That no teacher who shall withdraw the amount of 
his deductions, deposits, or redeposits under this section shall, after 
reinstatement, be entitled to credit for previous service unless he shall 
deposit in the fund the amount so withdrawn by him: And provided 
further, That the amount required to be so deposited may be paid by 
the teacher, if he so elects, in any number of monthly installments, not 
exceeding one hundred, with interest at 3 per centum compounded 
annually. 

(b) (1) In the event any teacher to whom this Act applies shall 
die subsequent to the date of enactment of this amendatory Act after 
having rendered at least five years of service in the public schools of 
the District of Columbia and is survived by a widow or dependent 
widower, such widow or dependent widower shall be paid an annuity 
beginning the first day of the month following the death of the teacher 
[or following the widow’s attainment of age fifty, whichever is the 
later] equal to one-half the amount of an annuity computed as pro- 
vided in section 5 (a) of this Act with respect to such teacher: Pro- 
vided, That such payments or any right thereto shall cease upon the 
death or remarriage of the widow[,] or dependent widower, or upon the 
widower’s becoming capable of self-support. 

(2) In the event any teacher to whom this Act applies shall die 
subsequent to the date of enactment of this amendatory Act after 
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having rendered at least five years of service in the public schools of 
the District of Columbia, or after having retired subsequent to such 
date of enactment under section 3 or section 4 of this Act, and is 
survived by a widow or dependent widower and a child or children, 
such widow or dependent widower shall be paid an immediate annuity 
terminable upon death, remarriage, or attainment of age fifty. The 
annuity payable to the widow or dependent widower of such teacher 
shall be equal to one-half the amount of an annuity computed as 

rovided in section 5 (a) of this Act with respect to such teacher, 
The annuity payable to the widow or dependent widower of such annui- 
tant shall be equal to one-half the amount of the annuity, which such 
annuitant was receiving at the time of his death, excluding any portion 
thereof purchased by voluntary contributions under section 1, or, if 
such annuitant had elected a reduced annuity under the provisions 
of section 5 (b) of this Act, one-half of the annuity which such annui- 
tant would have received if he had not made such election. [There 
shall also be paid to or on behalf of each such child an immediate 
annuity equal to one-half the amount of the annuity of such widow, 
but not to exceed $900 divided by the number of such children or 
$360, whichever is lesser. Upon the death of such widow, the annuity 
of such child or children shall be recomputed and paid as provided in 
paragraph (3) of this subsection. ] 

([(3) In the event any teacher to whom this Act applies shall die 
subsequent to the date of enactment of this amendatory Act after 
having rendered at least five years of service in the public schools of 
the District of Columbia, or after having retired under the pro- 
visions of section 3 or section 4 of this Act subsequent to such date of 
enactment and leaves no surviving widow or widower but leaves a 
surviving child or children, there shall be paid to or on behalf of each 
such child an immediate annuity equal to the amount of the annuity 
to which such widow would have been entitled under paragraph (2) 
of this subsection had she survived, but not to exceed $1,200 divided 
by the number of such children or $480, whichever is lesser. ] 

[(4) The annuity payable to a child under this subsection shall be 
terminable upon his attaining the age of eighteen years, or his mar- 
riage, or his death, whichever occurs first, except that if such child is 
incapable of self-support by reason of meztal or physical disability 
his annuity shall be terminable only upon death, marriage, or recovery 
from such disability. In any case in which the annuity of a child, 
under this subsection, is terminated, the annuities of any other child 
or children, based upon the service of the same teacher, shall be 
recomputed and paid as though the child whose annuity was so 
terminated had not survived the teacher.] 

(3) If any teacher to whom this Act applies shall die after completing 
Sve years of service in the public schools of the District of ¢ olumbia or 
after having retired under the provisions of section 8 or section 4 of this 
Act and is survived by a wife or husband, each surviving child one re= 
ceived more than one-half of his support from the teacher shall be paid an 
annuity equal to the smallest of (a) 40 percentum of the teacher’s average 
salary divided by the number of aden (6) $600, or (c) $1,800 divided 
by the ‘umber of children. If such teacher is not survived by a wife or 
husband, each surviving child shall be paid an annuity equal to the smallest 
of (a) 50 per centum of the teacher’s average salary divide d by the number 
of children, (b) 8720, or (c) $2,160 divided by the number of children. 
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The child’s annuity shall begin on the first day of the month after the 
teacher dies and such annuity or any right thereto shall terminate upon 
(a) his attaining age eighteen unless incapable of self-support after 
age eighteen, (b) his becoming capable of self-support after age eighteen, 
(c) his marriage, or (d) his death. Upon the death of the surviving wife 
or husband or termination of the annuity of the child, the annuity of any 
other child or children shall be recomputed and paid as though such wife, 
husband, or child had not survived the teacher. 

[(5)] (4) In the event any teacher to whom this Act applies shall 
die subsequent to the date of enactment of this amendatory Act after 
having rendered at least five years of service in the public schools of 
the District of Columbia and is not survived [by a widow, widow and 
children, or children, ] by a widow, a dependent widower, and or children, 
but is survived by dependent parents or a dependent father or a 
dependent mother, such surviving dependent parents or parent shall be 
paid an annuity, beginning the first day of the month following the 
death of the teacher, equal to one-half the amount of an annuity com- 
puted as provided in section 5 (a) of this Act with respect to such 
teacher: Provided, That such payments shall be made jointly to sur- 
viving dependent parents and payment of said annuity shell continue 
after the death of either dependent parent: Provided further, That all 
such payments or any right thereto shall cease upon the death of both 
dependent parents. 

(c) As used in this section— 

(1) The term “widow” means a surviving wife of an individual, 
who either shall have been married to such individual for at least 
two years immediately preceding his death, or is the mother of 
issue by such marriage. 

(2) The term “child” means an unmarried child, including a 
dependent stepchild or an adopted child, under the age of eighteen 
years, or such unmarried child who because of physical or mental 
disability is incapable of self-support. 

(3) The term “dependent parents” means the natural parents 
of a teacher who were receiving one-half or more of their total 
income from said teacher immediately preceding the death of said 
teacher. 

(4) The term “dependent father” or “dependent mother” 
means the natural father or natural mother of a teacher who was 
receiving one-half or more of his or her total income from said 
teacher immediately preceding the death of said teacher. 

(5) The term “‘widower’’ means the surviving husband of a teacher 
who was married to such teacher for at least two years immediately 
preceding her death or is the father of issue by such marriage. The 
term “dependent widower” means a “‘widower” who is incapable of 
self-support by reason of mental or physical disability, and who 
received more than one-half of his support from such teacher. 

£(5)] (6) Questions of dependency and disability arising under 
this section shall be determined by the Board of Education and 
its decisions with respect to such matters shall be final and 
conclusive and shall not be subject to review. 

Sec. 13. That the term ‘‘teacher’’, under this Act, shall include all 
teachers permanently employed by the Board of Education in the 
public day schools of the District of Columbia, including other edu- 
cational employees whose salaries are established in the District of 
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Columbia Teachers’ Salary Act of 1945, as amended, except the 
employees of the Department of School Attendance and Work Per- 
mits; whenever the pronoun “his” occurs in this Act it shall be con- 
strued to mean both male and female; and the term “annual salary” 
shall be construed to mean the total annual income received during 
the fiscal year for service rendered in the public day schools (not 
including summer schools) of the District of Columbia, includin 
basic salary, automatic increases, and longevity allowances, provide 
for in the District of Columbia Teachers’ Salary Act of 1945, as 
amended, and all wartime additional compensation or bonus, and 
this definition of “annual salary” shall not be construed to affect any 
deductions which have been made prior to the effective date of this 
Act from any teacher’s “annual salary” as defined in the Act of 
January 15, 1920, as amended. The term “average salary” shall mean 
the largest annual rate resulting from averaging, over any period of five 
consecutive years of creditable service in the public schools of the District 
of Columbia, a teacher’s rates of annual salary in effect during such 
period, with each rate weighted by the time it was in effect. 


O 
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EXEMPTING FROM TAXATION CERTAIN PROPERTY OF THE NA- 
TIONAL TRUST FOR HISTORIC PRESERVATION IN THE UNITED 
STATES IN THE DISTRICT OF COLUMBIA 


May 15, 1957.—Ordered to be printed 


Mr. Braue, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S. 1264] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1264) to exempt from taxation certain property of the 
National Trust for Historic Preservation in the United States in the 
District of Columbia, after full consideration, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 4, insert the word “‘all” after the word ‘‘from”’ and strike 
the words ‘‘national and municipal,’’. 

Page 2, line 6, strike the period at the end of the line, insert a comma 
and the following words: 

and is not used for commercial purposes, subject to the pro- 
visions of sections 2, 3, and 5 of the Act entitled ‘‘An Act to 
define the real property exempt from taxation in the District 

of Columbia”, approved December 24, 1942 (56 Stat. 1091; 
D. C. Code, secs. 47-801b, 47-801c, and 47-801le). 

The purpose of this bill is to exempt from taxation certain property, 
now known as lot 46 and lot 809, in square No. 167 in the District of 
Columbia, being premises No. 748 Jackson Place NW., known as 
Decatur House, owned by the National Trust for Historic Preserva- 
tion in the United States. 

The National Trust for Historic Preservation is a charitable, 
educational, and nonprofit corporation chartered by act of Congress, 
approved October 26, 1949. Its purpose is to receive donations of 
sites, buildings, and objects significant in American history and 
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culture, to preserve and administer them for public benefit, to accept, 
hold, and administer gifts of money, securities, or other property in 
connection with carrying out the preservation program. The national 
trust anticipates keeping Decatur House open as an educational 
museum during normal daily visiting hours every weekday, as any 
other historic house museum. 

The assessed value of the 2 lots involved is $293,212, and, at the 
current rate of tax of $2.30 per hundred, the tax loss to the District 
of Columbia would be $6,743.88 annually. 


O 
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PROVIDING FOR THE RETIREMENT OF OFFICERS AND MEMBERS 
OF THE METROPOLITAN POLICE FORCE, THE FIRE DEPARTMENT 
OF THE DISTRICT OF COLUMBIA, THE UNITED STATES PARK 
POLICE FORCE, THE WHITE HOUSE POLICE FORCE, AND OF 
CERTAIN OFFICERS AND MEMBERS OF THE UNITED STATES 
SECRET SERVICE 


May 15, 1957.—Ordered to be printed 


Mr. Braue, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 1770] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1770) to provide for the retirement of officers and members 
of the Metropolitan Police force, the Fire Department of the District 
of Columbia, the United States Park Police force, the White House 
Police force, and of certain officers and members of the United States 
Secret Service, and for other purposes, after full consideration, report 
favorably thereon with amendments and recommend that the bill as 
amended do pass. 

The leis are as follows: 

Page 1, line 6, insert the word ‘“‘Amendments”’ after the word ‘‘Act”’. 

Page 3, line 1, strike the word “‘ ‘widower’ ”’ and insert in lieu thereof 
* ‘dependent widower’ ”’. 

Page 3, line 3, strike the word ‘‘member.” and insert in lieu thereof: 


member, and who is incapable of self-support by reason of 
mental or physical disability, and who received more than 
one-half of his support from such member.” ~* 


Page 7, insert a new paragraph numbered 7 after line 21 as follows: 


(7) Notwithstanding any other provision of this subsec- 
tion, any military service (other than military service 
covered by military leave with pay from a civilian position) 
performed by an individual after December 1956, shall be 
excluded in determining the aggregate period of service 
upon which an annuity payable under this Act to such indi- 
vidual or to his widow or child is to be based, if such indi- 
vidual or widow or child is entitled (or would upon proper 
application be entitled), at the time of such determination, to 
86006 
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monthly old-age or survivors benefits under Section 202 of 
the Social Security Act based on such individual’s wages 
and self-employment income. If in the case of the indi- 
vidual or widow such military service is not excluded under 
the preceding sentence, but upon attaining retirement age (as 
defined in section 216 (a) of the Social Security Act) he or she 
becomes entitled (or would upon proper application be 
entitled) to such benefits, the Commissioners shall redeter- 
mine the aggregate period of service upon which such 
annuity is based, effective as of the first day of the month in 
which he or she attains such age, so as to exclude such service. 
The Secretary of Health, Education, and Welfare shall, 
upon the request of the Commissioners, inform the Com- 
missioners whether or not any such individual or widow or 
child is entitled at any specified time to such benefits. 


Page 7, line 24, strike the words “effective date’”’ and insert in lieu 
thereof “‘enactment’’. 

Page 11, line 10, after the word “‘who”’ insert the words “‘attains the 
age of fifty years and”’. 

Page 11, lines 23, 24, and 25, strike the words: 


or the Chief of the White House Police force, or the Chief of 
the United States Park Police force, or the Chief of the United 
States Secret Service Division. 


Page 12, line 2, strike the words “public and” and insert in lieu 
thereof: 


gablic, and the Commissioners or the Chief of the White 
ouse Police force, or the Chief of the United States Park 
Police force, or the Chief of the United States Secret Service 
Division further determine. 


Page 12, insert a new paragraph 2 after line 10 as follows: 


(2) Any member who attains the age of fifty-five years and 
completes twenty-five years of service, of which at least 
twenty years shall be police or fire service, may, after giving 
at least sixty days advance written notice to his department 
head stating his intention to retire and stating the date on 
which he will retire, voluntarily retire from the service and 
shall be entitled to an annuity computed at the rate of 2 per 
centum of his basic salary at the time of his retirement for 
each year of service: Prov ided, That the rate of 3 per centum 
of his basic salary at time of retirement shall be used to com- 
pute each year’s police or fire service in excess of twenty 
years: Provided further, That such notice requirement may be 
waived by the department head when, in his opinion, cir- 
cumstances justify such waiver. 

Page 12, lines 11 and 20, renumber paragraphs (2) and (3) as (3) 
and (4), respectively. 

Page 12, line 20, strike ‘‘(1) or (2)” and insert in lieu thereof ‘(1), 
(2), or (3)”. 

Page 14, lines 20 and 21, strike “leaving a wife or husband, such 
wife or husband” and insert in lieu thereof “leaving: a widow or 
dependent widower, such widow or dependent widower”. 
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Page 20, after line 13 insert the following: 


SHORT TITLE 


(r) This section may be cited as the “Policemen and 
Firemen’s Retirement and Disability Act’’. 


Page 22, after line 14 insert a new section 7 as follows: 


ELIGIBILITY UNDER THE FEDERAL EMPLOYEES’ 
COMPENSATION ACT 


Src. 7. Notwithstanding any other provision of law, no 
person entitled to receive any bencfit under the Policemen 
and Firemen’s Retirement and Disability Act on account 
of death incurred, an injury received, or disease contracted, 
or an injury or disease aggravated, in the performance of 
duty shall be entitled, because of the same death, injury, 
disease, or aggravation, to benefits under the Federal Em- 
ployees’ Compensation Act, as amended (5 U. S. C. 751, 
and the following). 


Page 22, strike all of lines 16, 17, and 18, and insert in lieu thereof 
the following: 


Suc. 8. The effective date of this Act shall be October 1, 
1956. 


The purpose of this bill, which if enacted may be cited as the “‘Police- 
men and Firemen’s Retirement and Disability Act Amendments of 
1957,” is to give the members coming under such act benefits sub- 
stantially similar to benefits given by the Civil Service Retirement 
Act Amendments of 1956 to officers and employees covered by the 
Civil Service Retirement Act of May 29, 1930, as amended. 

During the hearing on S. 1770, held on May 2, 1957, by the Fiscal 
Affairs Subcommittee, it was brought out that there are a number of 
inequities present in the current Policemen and Firemen’s Retirement 
and Relief Act (39 Stat. 718). One grave inequity contained therein 
is that there is no provision for retirement of a member for a disability 
not incurred in performance of duty. In such a case, under present 
law, such member must be removed by a trial board action charging 
inefficiency in that such disability physically incapacitates him for 
performance of his duties, culminating in a finding of guilty. A 
potentially sinister connotation to such member’s separation from the 
service is the result, when, in fact, such member had incurred a 
physical disability through no fault of his own. 

Another grave inequity resulting from such a dismissal is the loss 
of retirement rights to which such member would have been entitled 
had he remained in service until he could qualify for retirement under 
the age and length of service provisions of present law. This means 
that a member could serve well and faithfully for many years, and 
through no fault of his own, incur a disability not in line of duty, such 
as an automobile accident, with the result that he would be separated 
from the service and all he would have to show for his years of faithful 
service would be a refund of his retirement contributions. He would 
have lost all credit toward retirement and would be entitled to no 
annuity whatsoever. If he were unfortunate enough to die soon after 
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such separation from service, then the inequity would spread to his 
widow and children. 

Following enactment of the Civil Service Retirement Act Amend- 
ments of 1956, it was strongly felt that the Police and Fire members 
coming under section 12 of the act approved September 1, 1916 
should be given the benefit of the more liberal provisions of the Civil 
Service Retirement Act. The District Commissioners and their repre- 
sentatives, and representatives of the White House Police force, the 
United States Secret Service division, the United States Park Police 
force, the Metropolitan Police force, the Fire Department of the 
District of Columbia, and the Police and Firemen’s Associations met 
on numerous occasions during the past year. From these meetings 
there evolved this legislation, the great majority of the provisions of 
which were unqualifiedly endorsed by these representatives. 

S. 1770, as amended, contains the following provisions: 

Provides credit for prior Federal and District Government service 
in computing total Police or Fire Department service for pension 
eligibility. It also provides credit for military service, except where 
such military service was subject to social security deductions. 

Provides non-service-connected disability benefits of 2 percent of 
the basic salary at the time of retirement, but must have completed 
5 years of police or fire service. 

Provides for disability benefits for service-connected injuries from a 
permissible maximum of 50 percent to a minimum of 66% percent 
with a maximum of 70 percent, contingent upon the required service 
which would determine such eligibility. This provision was the result 
of an attempt to equalize benefits arising from the Federal Employees 
Compensation Act available to civilian employees of the Federal and 
District Governments, but heretofore denied police and firemen. 

Provides that the minimum age to which a policeman or fireman 
may be eligible to retire after 20 years of police or fire service shall be 
age 50. This provision is identical with the minimum age at which 
Federal law enforcement officers may retire under the provisions of 
Public Law 854 (Civil Service Retirement Amendments of 1956), 
84th Congress. Language is also provided for the suspension of the 
right of a member to retire at age 50 after 20 years of service when 
the Commissioners of the District of Columbia determine the existence 
of an emergency which places the public safety in jeopardy. However 
the Commissioners, the Chiefs of the White House Police force, United 
States Park Police force, or the United States Secret Service Division 
may individually determine in such a situation whether to suspend 
the rights of eligible members subject to their respective jurisdictions 
to retire. The purpose of this proviso is to place responsibility in one 
body only for determining the existence of an emergency. Flexibility 
is provided by permitting the chiefs of the respective services to deter- 
mine individually whether the mission of his service would be 
materially affected unless such retirement privilege were suspended for 
the duration of the emergency. 

A further provision would permit members who have attained 55 
years of age with 20 or more years service to retire after making appli- 
cation for such retirement. This provision is comparable to longevity 
retirement for civil employees and may be exercised by the individual 
regardless of the existence of an emergency or not. 

rovision is also made for police or fire service to be given retirement 
credit at 3 percent for each year of service in excess of 20, but not to 
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exceed a total service of 30 years. On this basis, a possible maximum 
pension of 70 percent may be achieved over a 30-year career. 

Provides for an increase of survivors benefits available to widows 
and children, and includes a provision for ‘dependent’’ widowers, 
which parallels a like provision in the Civil Service Retirement Act 
Amendments of 1956. 

A further provision specifically excludes any employee covered by 
the provisions contained in this bill from being eligible for any benefits 
of the Federal Employees Compensation Act. This provision has for 
its purpose clarification of any doubtful or questionable areas which 
might later be the subject of interpretation unless made clear by 
substantive legislation. 

The final provision changes the effective date retroactively to 
October 1, 1956. This would also conform to the Civil Service 
Retirement Act Amendments of 1956. 

An analysis of the estimated cost of this legislation is as follows: 


Analysis of the estimated cost of Commissioners’ bill 





Total annual Additional Total added 


cost increase employee annual 
Year of operation over present | contributions! District 
law (1% percent of | government 
payroll) cost 
Ridihicebactiannens ehGusesteresiebeesmnonreegnanenenin $46, 900 $526, 000 —$479, 100 
idicicimmesannaenpoLshnengeinggcannieaneniinaiedi 148, 000 526, 000 -3 
Didtacedsvacuvencdnasnsbipeipasondqueteshbubceeeteediebidied 217, 000 318, 400 101, 400 
El iudueiedeonwacahdunvies an enmeiinaidannnanmnateeie 287, 000 318, 400 —31, 400 
ta iahiticindittiaianint chit indieanaeneaapainnninieniaiidiaieiniiaiaiadal 356, 000 318, 400 +37, 600 
it dttinkdteniennanenncenunestligeiikebdnwdeiauindetdbimil 426, 000 318, 400 +107, 600 
iebhetneoenndetecnenin eneladamdenaddienmaniadamnae 710, 000 318, 400 +391, 600 
DE hiintine a AenneNdoewnutseienneneieneneneinemaineaabian 1, 050, 000 318, 400 +731, 600 
lini ttntnitietidinemsenédicinecadiitennedaniimammeid 1, 342, 000 318, 400 +1, 023, 600 
BG dcapratanidacdsbatectcckshindheimhaandininant’ 1, 858, 000 318, 400 +1, 539, 600 





1444 percent of payroll plus contributions for Government service credit, 
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AUTHORIZING THE CONSTRUCTION, OPERATION, AND 
MAINTENANCE OF THE HELLS CANYON DAM ON THE 
SNAKE RIVER BETWEEN IDAHO AND OREGON 


May 15, 1957—Ordered to be printed 


Mr. Carrout (for Mr. Murray), from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 
together with 
VIEWS OF THE MINORITY AND INDIVIDUAL VIEWS 


[To accompany S. 555] 


The Senate Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 555) to authorize the construction, operation, and 
maintenance of the Hells Canyon Dam on the Snake River between 
Idaho and Oregon, and for related purposes, having considered the 
same, report thereon with the recommendation that the bill do pass. 


PART I 
A. Purposes oF THE BILL 


The primary purpose of S. 555 is to authorize continuation of full 
comprehensive Sei opment of the Columbia River and its tributaries 
and to prevent the wasteful underdevelopment of the greatest and 
mose economic dam site remaining undeveloped in the United States. 
The major feature of the bill, the high Hells Canyon Dan, is the only 
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method ever proposed to harness the enormous potential of the middle 
Snake River for maximum multipurpose use in the national interest. 

A second purpose of the bill is to authorize construction of the 
Scriver Creek power facilities of the Payette unit of the Mountain 
Home reclamation project in Idaho. 

To carry out the primary purpose stated above, S. 555 will: 

(1) Provide flood control through regulation of the middle reach 
of the Snake River, largest tributary of the Columbia, for the pro- 
tection of lives and property ravaged by floods resulting from inade- 
quate upstream storage facilities. 

(2) Reaffirm conservation policies evolved over 50 years and reassert 
congressional policy to secure the maximum development of the Colum- 
bia River system in the best interests of the Northwest and the Nation. 

(3) Carry forward the comprehensive plan for the Columbia Basin 
developed over 30 years by the Corps of Engineers by authorizing 
the construction of the only remaining unauthorized project in the 
current C-2 phase of the main control plan (appendix A), the nucleus 
of the full comprehensive plan for flood control, power production, 
navigation, and recreation. Elements of the plan have consistently 
been approved by the Congress at successive stages over the last 20 
years. 

(4) Provide the maximum system generation of prime power by 
use of the full at-site head and streamflow, by providing 3,880,000 
acre-feet of storage capacity to firm up power production at down- 
stream plants during the low-water season of the year, and by full 
integration with the Columbia River power system. 

(5) Assure the maximum public benefit from the power so pro- 
duced by interconnecting Hells Canyon Dam and the great Columbia 
River power system, by reserving to Idaho and eastern Oregon 500,000 
kilowatts of firm power, and by authorizing the sale of such power 
pursuant to the provisions of the Bonneville Project Act affecting 
transmission, distribution, sale, and rate schedules. 

(6) Benefit farmers from the Midwest to the Pacific coast by pro- 
viding the only available source of low-cost power for the production 
of less expensive phosphate fertilizers from the great phosphate beds 
of southeast Idaho and Utah, which contain nearly two-thirds of the 
Nation’s phosphate resources. 

(7) Assist the economic growth of the Pacific Northwest, includ- 
ing Idaho, and its contribution to the national economy and the 
national defense by providing power for continuing industrial growth. 

(8) Assist fish and wildlife conservation and provide a magnificent 
national recreational resource in one of the most rugged areas in 
the United States. 

(9) Aid the growth of irrigation in the agricultural economy of 
southern Idaho by providing financial aid for such future irrigation 
projects as Congress may subsequently authorize for the central and 
upper Snake River Basin. 

(10) Contribute to the comnletion of the 500-mile inland navigation 
route from the mouth of the Columbia to Lime Point above Lewiston 
on the Snake River. 

In seeking to achieve all of these ends, S. 555 recognizes the para- 
mount character of existing and future water rights for irrigation 
and other beneficial consumptive uses of water. Its purpose is to give 
maximum and unassailable protection to those rights. 
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B. Tue Bru 


S. 555, as reported by the committee, reads as follows: 


Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, That 
in order to foster comprehensive development of the resources 
of the Columbia River and its tributaries, and for the pur- 
poses, among others, of controlling and utilizing the Snake 
River and its tributaries for beneficial objects, includin 
generation of hydroelectric power and energy for the nationa 
defense and other purposes, irrigation of lands, navigation 
and flood control, and for purposes incidental to any of the 
foregoing, including providing financial assistance to Federal 
reclamation projects, the Department of the Interior, under 
the supervision and direction of the Secretary of the Interior 
(hereinafter referred to as the “Secretary”) is authorized 
and directed to construct, substantially in accordance with 
the physical plans set out in the reports referred to herein- 
after as— 

(a) the Hells Canyon Dam, as described in volume 2 
of House Document Numbered 473, Eighty-first Con- 
gress, and as modified by the report of the Commissioner 
of Reclamation, approved by the Secretary on May 11, 
1951; and 

(b) the Scriver Creek power facilities of the Payette 
unit of the Mountain Home division, as described in the 
report of the Commissioner of Reclamation, approved by 
the Secretary on May 11, 1951. 

The Secretary is prosecuting his activities under this section 
and in operating and maintaining said projects shall, except 
as is otherwise provided in this Act, be governed by the Fed- 
eral reclamation laws (Act of June 17, 1902, 32 Stat. 888, and 
Acts amendatory thereof or supplementary thereto). 

Src. 2. Notwithstanding the provisions of any other law, 
the operation of the Hells Canyon Dam shall not conflict 
with, and shall be subordinate to, present and future rights 
to the use of water for irrigation or other beneficial consump- 
tive uses, whether now or hereafter existing, valid under 
State law, of the waters of the Snake River and its tributaries 
upstream from the dam and downstream, 

Sec. 3. (a) In order to facilitate the development of the 
Central and Upper Snake River Basin, and also that of down- 
stream areas, the Hells Canyon Dam and powerplant and the 
Federal Columbia River power system shall be intercon- 
nected, and five hundred thousand kilowatts of firm power 
attributable to the Hells Canyon project, or such portion 
thereof as is required from time to time to meet loads under 
contracts made within this reservation, shall be made avail- 
able for use in Central and Upper Snake River Basin and to 
all other parts of Idaho lying outside the Central and Upper 
Snoke River Basin. 

(b) Electric energy available from Hells Canvon Dam 
and powerplant and the Scriver Creek power facilities not 
required for the operation thereof shall be marketed by the 
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Secretary in accordance particularly with sections 1, 2, 3, 4, 
5, 6, and 7 of the Bonneville Project Act of 1937, as amended 
(50 Stat. 731), dealing with transmission, distribution, sale, 
and rate schedules. 

(c) The Secretary is authorized and directed to supply and 
transmit from the McNary Dam the necessary construction 
power for the Hells Canyon Dam. 

Sec. 4. (a) The initial works of the projects authorized 
by section 1 of this Act and any additional works or division, 
including the irrigation features of the Payette unit of the 
Mountain Home division, that may be authorized as herein- 
after provided shall be treated as one project for the purpose, 
among others, of providing for the application of project 
revenues to the return of reimbursable costs in accordance 
with the provisions of the Federal reclamation laws. Fed- 
eral reclamation developments proposed to be constructed in 
the Central and Upper Snake River Basin may be author- 
ized as works of divisions of these projects but only if such 
authorization is specifically provided by an Act of Fiiapank 
Recommendations by the Secretary with respect to such 
authorizations shall be made in connection with the Secre- 
tary’s report and findings under section 9 of the Reclamation 
Project Act of 1939 (53 Stat. 1187), which report shall 
include findings as to the costs and benefits of the proposed 
developments and as to the effect of such authorization on 
the project’s power rate structure. In the case of the irriga- 
tion features of the Payette unit of the Mountain Home divi- 
sion, such a report shall be made and transmitted to the Con- 
grees not later than during the term of the Eighty-sixth 

ongress. 

(b) The term “Central and Upper Snake River Basin” 
as used in this Act shall mean the area comprising the drain- 
age basin of the Snake River and its tributaries down to and 
including the Clearwater River. 

Sec. 5. There are hereby authorized to be appropriated, 
out of moneys not otherwise appropriated, such sums as may 
be required to carry out the purposes of this Act. 


C. SECTION BY SECTION ANALYSIS 


A section by section analysis of S. 555 as recommended, is as follows: 
Section 1 

Section 1 outlines the purpose of the bill as designed to foster com- 

rehensive development of the resources of the Snake River and 
its tributaries (major components of the Columbia River system). 
Included in the objectives are the generation of hydroelectric power 
for national defense and other purposes, irrigation, navigation and 
flood control, recreation, and fish and wildlife incidental purposes, 
ineludine financial assistance to Federal reclamation projects. 

The Secretary of the Interior is authorized and directed to con- 
struct the two major features authorized by the bill: 

Hells Canyon Dam, as described in House Document 473, 81st 
Congress, as modified ; and 
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Scriver Creek power facilities of the Payette unit, Mountain Home 
division, as described in the May 11, 1951, report of the Commissioner 
of Reclamation. 

The Secretary shall be governed (except as otherwise provided in 
this act) by the Federal reclamation laws (act of June 17, 1902, and 
acts amendatory or supplementary thereto). 


Section 2 

Section 2 provides unequivocably for the protection of present and 
future rights to the use of water for irrigation and other beneficial 
consumptive uses under State laws and specifically subordinates the 
operation of Hells Canyon Dam to such rights, ‘This assurance in- 
cludes both upstream and downstream rights. 


Section 3 
Section 3 (a) directs the interconnection of the Hells Canyon 
power facilities with the Federal (Bonneville) Columbia River power 
system. 
"This subsection specifically reserves 500,000 kilowatts of Hells Can- 
yon firm power for use in the State of Idaho and eastern Oregon. 
Section 3 (b) provides that the Bonneville Power Authority shall 
market Hells Canyon power under the Bonneville Project Act of 1937. 
Section 3 (c) directs that construction power for Hells Canyon Dam 
shall be supplied from McNary Dam. 


Section 4 

Section 4 (a) provides that the Hells Canyon and Scrivner Creek 
developments, including the irrigation features of the Payette unit, 
Mountain Home division, when authorized, shall be treated as one 
project. All proposed reclamation developments in the central and 
upper Snake River Basin shall be subject to the provisions of section 
9 of the Reclamation Project Act of 1939 (53 Stat. 1187), especially 
with respect to such authorizations on the power rate structure of the 
Hells Canyon project. 

Section 4 (a) also specifically provides that the report on the irri- 
gation features of the Mountain Home division, Payette unit, shall be 
submitted to the Congress during the 86th Congress. 

Section 4 (b) defines the central and upper Snake River Basin, 
for the purposes of this act, as comprising the drainage area of the 
Snake River down to and including the Clearwater River. 


D. Tue Comorirrert Hearings 


Hearings were held by the Irrigation and Reclamation Subcom- 
mittee on March 6, 7, and 8, 1957, in Washington, D. C. Statements 
were presented by a number of Senators and Representatives in favor 
of the bill, as well as on behalf of the Governors of Oregon and 
Washington. A few witnesses from the Pacific Northwest testified, 
both for and against the bill, and extensive testimony in opposition 
was presented by the Idaho Power Co. through its attorney, de- 
scribing among other things the progress which the company had 
made on the construction of Brownlee Dam under its license from the 
Federal Power Commission. 

At the time of the hearings the National Hells Canyon Associa- 
tion and other northwest groups had petitioned the Supreme Court 
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for a writ of certiorari to review the affirmance by the circuit court 
of appeals of this license, and the States of Oregon and Washington 
had submitted briefs to the Supreme Court in support of the peti- 
tion, with the State of Idaho opposed. The petition for the writ of 
certiorari was denied on April 1, 1957, without explanation by the 
court of its reasons for the denial, and on April 26, the association 
filed a petition for rehearing of the order denying certiorari. At 
the time of this report no action had been taken on this petition. 
Technical experts from the Bureau of Reclamation, the Geological 
Survey, and the Bonneville Power Administration reviewed briefly 
their technical testimony presented in 1955 in support of S. 1333 of 
the 84th Congress, which was substantially identical to the present 
bill. Because of this similarity of S. 555 to S. 1333, it was agreed 
that there was no need to repeat the full range of witnesses and 
testimony which was heard in 1955; instead, the full record of the 
S. 1833 hearings was incorporated by reference in these hearings, 
and witnesses were asked to summarize their previous testimony, pro- 
viding detailed statements only as to new material or developments. 


PART Il. THE PROJECT 
A. DEscrIPTION 


The Snake River Basin above the Hells Canyon Dam site comprises 
74,000 square miles. The streamflow varies from year to year, depend- 
ing upon the precipitation, which amounts to less than 15 ‘aches a 
year over much of the basin. The porous nature of much of the Snake 
River Valley results in extensive return flow from upstream irriga- 
tion development, which exerts a regulatory effect on streamflow and 
results in a beneficial effect by upstream irrigation on downstream 
power development. As indicated by appendix B, there is little evi- 
dence of serious depletion of streamflow from upstream irrigation 
during the 40 years of record. 

After receiving the inflow below Hells Canyon of the Clearwater 
and Salmon Rivers and minor tributaries, the Snake flows into the 
Columbia River as its largest single tributary. 

The Columbia drains parts of British Columbia, Oregon, Wash- 
ington, Idaho, western Montana, and small sections of Wyoming, 
Utah, and Nevada, with a total area of 259,000 square miles, of which 
89,000 are in Canada. Its annual flow is exceeded only by the Mis- 
sissippi system in this country. Its power potential, the greatest of 
any river on the North American Continent is to date only about 20 
percent developed. 

HELLS CANYON DAM 


Hells Canyon Dam would be located between Oregon and Wash- 
ington 247.3 miles above the mouth of the Snake River, where it carves 
out the deenest chasm in North America. The dam would be the 
second highest in the world, consisting of a concrete arch 722 feet from 
foundation to crest, or 4 feet Jess than Hoover Dam on the Colorado 
River. The powerhouse as authorized in the bill would have an initial 
installed capacity of eight 100,000-kilowatt generators, with provision 
for a ninth to be added later. However, it is expected that if the 
project is authorized it will be found desirable to increase the power 
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installation to 1,250,000 or 1,500,000 kilowatts, for more efficient inte- 
gration with the Columbia River power system of the future. The 
operating head would vary between 602 and 313 feet. 

The Hells Canyon Reservoir would hold 4,400,000 acre-feet of 
water, of which 3,880,000 would be active storage; it would reach 93 
miles upstream and have a surface area of 24,800 acres. Normal opera- 
tion would be filling of the reservoir during the spring and summer 
flood season and release of the stored water as necessary during the 
fall and winter months, thus providing the most effective use both for 
flood control and for power output from plants in the remainder 
of the system. 

The 1955 revised estimate of the Bureau of Reclamation of the cost 
of Hells Canyon Dam was $308,472,000. Because of an increase in con- 
struction costs in the past 2 years of about 10 percent it was deemed 
advisable by the Bureau engineers to revert to their earlier cost esti- 
mate of $353,740,000 as a very conservative figure for present-day cost 
estimates. This figure, rather than a detailed revised-cost estimate, 
was used because no additional work had been done to bring the earlier 
figures up to date, and it permitted use of the power-cost estimates 
which had been previously prepared on the basis of the higher esti- 
mates. It should be noted, however, that construction costs in the 
Northwest, as indicated by experience at both the Corps of Engineers 
perc at Chief Joseph and the Bureau project at Hungry Horse, 
1ave been running substantially below previous estimates, while the 
ultimate cost of the Dalles Dam is currently estimated to be about 
$270 million, a reduction of over 25 percent from original estimates. 

The 1952 Bureau of Reclamation estimate of the benefit-cost ratio 
for this project, including Scriver Creek, was 1.5 to 1. The Federal 
Power Commission examiner made a finding of benefit-cost ratio for 
the high dam alone of 1.83 to 1 (finding 150). Neither of these esti- 
mates took into account the potential downstream benefits from Hells 
Canyon storage between elevations 1400 and 700 on the Snake River, 
estimated to be as much as 391,000 kilowatts of prime power; this 
additional benefit from the project should increase its benefit-cost ratio 
to at least 2 to 1, without attempting to estimate future upward re- 
visions of the flood control and navigation benefits by the Corps of 
Engineers. 

SCRIVER CREEK PROJECT 


Scriver Creek is a tributary of the Middle Fork of the Payette River, 
which flows into the Snake. The installed capacity of upper Scriver 
Creek power facility would be 37,500 kilowatts. The lower Scriver 
Creek plant would have a capacity of 60,000 kilowatts initially and 
an ultimate capacity of 120,000. Also included would be the use of 
the existing Cascade Reservoir on the North Fork of the Payette, a 
diversion dam and reservoir to be built at Smith Ferry, a diversion 
tunnel from Smith Ferry Reservoir to upper Scriver Creek power- 
plant, a dam and reservoir downstream, a tunnel to the lower Scriver 
Creek powerplant, switchyards, transmission lines, and general 
property. 

At January 1955 price levels, the estimated construction cost of 
Scriver Creek facilities would be $45,934,000, and interest during con- 
struction, $2,800.000. The net repavable Federal investment after 
deducting nonreimbursable costs of $258,000 for fish, wildlife, and 
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recreation would be $48,476,000, Power sales in 50 years would repay 
this amount and an additional $4,658,000 for the unassigned cost of 
the constructed Cascade Reservoir in Idaho, plus interest. 

Scriver Creek project is in no way physically connected with the 
Hells Canyon project. 


B. Hetxrs Canyon Dam Sratistics 


PHYSICAL FEATURES 


Location: At river mile 247.3 on the Snake River, about 90 miles 
north of Weiser, Idaho. 

Dam: Height, 722 feet; length (crest), 1,733 feet. 

Reservoir: Total capacity, 4,400,000 acre-feet; usable capacity, 
3,880,000 acre-feet. 

Power: Installed capacity, 800,000 kilowatts initial, 900,000 kilo- 
watts ultimate (subject to probable amendment upward to 1,250,000 
or 1,500,000 kilowatts) ; prime output, 686,000 kilowatts at site, 436,000 
kilowatts downstream below elevation 700 feet (plus an additional 
large block of power downstream in the middle Snake between Hells 
Canyon Dam and elevation 700 feet, not included in these estimates 
to maintain consistency, since the cost-of-power and benefit-cost esti- 
mates were made without the inclusion of this additional figure) ; total, 
1,122,000 kilowatts contributed to the Columbia River power system 
(plus middle Snake benefits) ; salable power, 1,461,000 kilowatts of 
firm power (plus middle Snake); cost per kilowatt-hour at load 
center, 2.66 mills (2.79 mills with installed capacity of 1,250,000 
kilowatts). 


ANNUAL BENEFITS (WITH 1,250,000-KILOWATT CAPACITY) 


Flood control : $2,600,000. 
Power : $25,561,000. 
Navigation : $230,000. 
Recreation : 500,000 to 650,000 visitors. 
Irrigation : Power revenues to help finance future reclamation devel- 
opment in southern Idaho. 
Phosphate fertilizer : Low-cost power available to develop vast phos- 
hate-rock deposits in eastern Idaho-Wyoming-Utah-Montana area, 
Colne cost of fertilizer to farmers from the west coast as far east 
as Ohio. 
Electroprocess industries : Low-cost power available to expand these 
industries throughout the Northwest. 


Estimated costs (with 1,250,000-kilowatt capacity) 





Construction of Hells Canyon Dam_..—~~~......-........----.. $366, 760, 000 

Transmission : 
Southern Idaho and system integration._.__._-_..--__--__-- 68, 200, 000 
Bn) PNET CII al eines linen iden recta tines ceestbcntinenmincntbeen 8, 700, 000 
Total, Hells Canyon Dam and transmission__.....-..--__. 448, 660, 000 
SE FO. BOI, ish ih bia cilihtshtecimdlnlepemrnnminipsienterronl - 45,934, 000 
nr IE UN re a cee taiocoeiuniin-pieanivesinceioet 489, 594, 000 


For additional system generation when authorized__............ 69, 100, 000 
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Estimated annual costs—Hells Oanyon Dam (with 1,250,000-kilowatt installed 


capacity) 
Interest rate used: 
Se WIE acetate cnevcpeomnenaiiaptnapaidinnman imate dtd aici ie ae $16, 740, 000 
2B BOO R Gee ee a ae ae re a ad 18, 170, 000 
$46 peteemtui leu Lo ei Sie 19, 720, 000 


These figures provide benefit-cost ratios for the project, ee 
flood control and navigation, of 1.69: 1 at 214 percent, 1.56: 1 at 
percent, and 1.44:1 at 3% percent. 


C. Hetts Canyon Dam Witt Pay ror IrsetF 


One of the most erroneous statements which can be made about a 

roject such as this is that it will “cost the taxpayers of the United 

tates” such-and-such an amount of money. In the long run Hells 
Canyon Dam will cost the taxpayers of the United States nothing, 
save the small amount of its total cost allocated to nonreimbursable 
functions such as navigation and flood control. In fact, it should 
ere a very profitable investment. The more than 85 percent al- 

ocated to power will be repaid within 50 years with interest, along 

with all costs of operation and maintenance, exactly as in the present 
Columbia River power system, where repayment is currently over $77 
million ahead of schedule. 

Mr. Earl Ostrander, Director of Administrative Management in 
the Bonneville Power Administration, testified in 1955, and his as- 
sistant, Mr. Joel Adamson, testified this year, that Hells Canyon power 
could be integrated into the Bonneville system and repay all generat- 
ing and transmission costs at the existing rate level without raising 
power rates in the system. Mr. Adamson further stated that the cost 
of repaying Idaho Power for its investment in the Brownlee project 
would require only a relatively small increment in these rates to be 
repaid with the rest of the project costs during the 50-year payout 
period. For instance, a payment of $15 million to the power company 
would require a charge of less than 10 cents a kilowatt-year, or barely 
one one-hundredth of a mill per kilowatt- hour, in the present system 
and could very easily be absorbed in the existing rate structure with- 
out any increase in it. 

In short, with the exception of the less than 15 percent of its cost 
allocated to authorized nonreimbursable elements, Hells Canyon Dam 
and its transmission costs will be repaid with interest by the power 
users of the Pacific Northwest. The only assistance provided by the 
Federal Government is the temporary use of its credit. In addition 
to this is the fact that at the end of the payout period the dam will 
be fully paid for and will belong to the Government, as the representa- 
tive of the people of the Nation who permitted the use of their credit 
to invest in it. All power revenues after that time, above the 10 per- 
cent or so required for operation and maintenance costs, will be in- 
come free and clear to the Government, amounting to millions of dol- 
lars each year, which can be used for assistance to reclamation proj- 
ects, to reduce taxes, or for any other purpose the Congress may 
authorize. 

In addition to this repayment of investment with interest and the 
eventual extensive profits to the Government, Hells Canyon Dam will 
provide considerable additional income in the form of increased taxes 
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from the Pacific Northwest, exactly as have Grand Coulee, Bonneville, 
and the other great Columbia River dams in the past. As wealth- 
creating investments, projects of this type are unsurpassed, bringing 
into being new private industries and creating thousands of new jobs 
for our booming population, all of which pay income taxes and lessen 
the load on other sections of the country. 


D. History 


Hells Canyon Dam was first proposed as a storage and power proj- 
ect in a 1946 report by the Director of the Bureau of Reclamation 
Region I to the Commissioner, which was approved by the Secretary 
of the Interior on February 8, 1947. In 1948 it was included by the 
Corps of Engineers as a key project in the comprehensive plan of 
the “308 Review Report,” printed in eight volumes as House Document 
531, 80th Congress, 2d session. It was similarly included in the 1950 
report of the Secretary of the Interior printed as House Document 
473, 81st Congress, 2d session. 

In 1916 Idaho Power Co. acquired a small powerplant at Oxbow 
from a predecessor utility, which had built it in 1906. Oxbow is lo- 
cated on the Snake River within the reservoir area of the Hells Canyon 
Dam. In June 1947, within a month after the Corps of Engineers 
announced hearings on plans for development of the middle Snake, 
the company applied to the Federal Power Commission for a pre- 
liminary permit for a new project at Oxbow, but subsequently re- 
quested that its application be temporarily suspended. On December 
15, 1950, the company formally applied for a license to build this 
project, and on May 15, 1953, filed license applications for the other 
2 projects of its 3-dam plan. 

On July 7, 1952, the Secretary of the Interior intervened in the 
FPC proceeding to oppose granting of the private license. On May 
5, 1953, Secretary of the Interior Douglas McKay withdrew the De- 
partment’s intervention. The Commission granted the license to the 
Idaho Power Co. on August 4, 1955. 

On November 28, 1955, the National Hells Canyon Association and 
other intervenors took an appeal from the licensing order of the Com- 
mission to the Circuit Court of Appeals for the District of Columbia 
Circuit. The circuit court affirmed the Commission decision and 
order on October 9, 1956, and denied a petition for rehearing on 
November 16, 1956. On February 14, 1957, the intervenors filed with 
the United States Supreme Court a petition for a writ of certiorari, 
which was denied on April 1, 1957. On April 26, 1957, a petition for 
rehearing of the order denying the petition for certiorari was filed 
with the Supreme Court, and no action had been taken on this petition 
at the time of this report. 

Shortly after the withdrawal of the Interior Department left the 
high dam with no active governmental advocate before the FPC, the 
National Hells Canyon Association was formed by various farm 
groups, labor organizations, cooperatives, nonprofit utility groups, 
and individuals of the Pacific Northwest. The testimony indicates 
this was one of the most remarkable grassroots movements of recent 
years. This organization has subsequently carried the full burden of 
almost 4 years of FPC hearings and court appeals since it was per- 
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mitted to intervene in the proceeding July 9, 1953. At no time since 
the struggle to save Grand Coulee Dam 3 decades ago has there been 
a comparable example of the people of the Nation fighting for full 
development of their resources. 


E. Coneress Has Jurispicrion 


The committee finds that the Congress has continuing jurisdiction 
under the Constitution of the subject matter of this bill, in spite of the 
issuance by the Federal Power Commission of a license for construc- 
tion of the private project. This view is in accord with the opinion of 
the American Law Section of the Library of Congress expressed to 
the chairman of the House Committee on Interior and Insular Affairs 
on September 26, 1955. Because the Hells Canyon Dam and the three 
dams of the private plan are physically inconsistent and mutually 
exclusive, the effect of congressional authorization of the high dam 
project would be to cancel the Federal Power Commission license. 

In view of work having been commenced by the Idaho Power Co. 
during the pendency of the court test of its license, the question arises 
of whether or not the company will require compensation for its ex- 
penditures in the event the Hells Canyon Dam is constructed. The 
power company has already waived any claim against the Government 
in the event that its license is held invalid in the courts, but it is the 
consensus of the committee that in event of the passage of S. 555 all 
the equities of the case would require that the company be recom- 
pensed for its actual expenses in proceeding with work in the canyon 
under the FPC license. As discussed in this report in the section on 
power, this potential additional expense charged to the high dam 
would be repaid by the power consumers of the Northwest and would 
add only a negligible amount to the cost of power in the Columbia 
River power system, approximately one one-hundredth of a mill per 
kilowatt-hour, as has been indicated. 


PART III. MULTIPLE PURPOSE COMPREHENSIVE 
DEVELOPMENT 


The Nation’s basic water resources conservation policy dates from 
President Theodore Roosevelt and Pennsylvania Governor Gifford 
Pinchot, who could be called the fathers of comprehensive resource 
development. What the term meant to Theodore Roosevelt he clearly 
indicated in his 1908 message transmitting to Congress the preliminary 
report of his Inland Waterways Commission, saying: 


Every stream should be used to its utmost. No stream 
can be so used unless such use is planned in advance. When 
such plans are made, we shall find that, instead of interfer- 
ing, one use can often be made to assist another. Each river 
system, from its headwaters in the forest to its mouth on the 
coast, is a single unit and should be treated as such (S. Doc. 
325, 60th Cong., 1st sess.). 


Over the past 60 years many great Senators have fought for these 
principles, chief among them being Senators Francis G. Newlands of 
Nevada, Hiram Johnson of Califcrnia, George W. Norris of Nebraska, 
Robert LaFollette of Wisconsin, William E. Borah of Idaho, and 
Charles L. McNary of Oregon. 
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As applied particularly—but not exclusively—to the Columbia 
River Basin, this philosophy is well expressed by the basic document 
on this region, the so-called 308 Review Report on the Columbia pre- 

ared by the Army Corps of Engineers and published in 1952 ag 
Sean Document 531, 81st Congress, 2d session : 


The various water resources problems in the Columbia 
River Basin can be solved satisfactorily only by adoption of 
a truly comprehensive plan of development, wherein all ele- 
ments are carefully coordinated, both with respect to the im- 
mediate needs of each water use and with respect to the later 
expansion which will be necessary in the future. In no other 
way can it be assured that the optimum development of each 
water use will be accomplished in the best interests of each 
subbasin, the region, and of the Nation as a whole; or that 
improvements made to meet the present needs will not block 
or interfere with the more extensive improvements that will 
be required in the future. The latter consideration is of pri- 
mary importance since a project which would only partially 
utilize the capabilities of a site would constitute waste of a 
valuable national resource (H. Doc. 531, vol. I, p. 337). 
[Emphasis added. } 


As it has emerged over the past half-century, the concept of com- 
prehensive river-basin development contains several important ele- 
ments: 

1. The fullest use of the resources. 

2. Complementary development of resources to obtain the largest 
combined value of benefits, balancing one use against the others, 1. e., 
a unified approach. 

3. Prevention of monopolization of resources and instead their de- 
velopment for the widest public benefit. 

4, An overall, long-range objective, to prevent the sacrifice now of 
a value which could be attained later. 

5. Integrated management and operation of resources projects, to 
attain full benefits from their unified planning, design, and construc- 
tion. 

These principles are inherent in the comprehensive plan for the 
Columbia River Basin contained in House Document 531, as later co- 
ordinated with the plans of the Department of the Interior contained 
in House Document 473 of the 81st Congress, 2d session. 


Tue Marin Conrrot PLAn 


Within the larger framework of the overall comprehensive plan, the 
Corps of Engineers devised the main control plan to meet near-future 
objectives for flood control, power, and navigation, to be accompanied 
by recreational facilities, irrigation of new Jand, and the protection 
of fish and wildlife. The designers of this plan polehereplatail Suh 
did not caleulate—many indirect benefits, such as the saving of lives 
from floods, contributions to national security, stimulation and sta- 
bilization of employment and business, improvements in standards of 
living, and growth of the underdeveloped economy of the Pacific 
Northwest region. 

Quantitatively, the goals of the main control plan, by the early 
1960’s, included the following: 
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Twenty-seven million acre-feet of storage for flood control, 
power ee and other purposes; : ‘ 
Twelve million kilowatts of installed generating capacity; | 
Substantial completion of the —— 500-mile inland navi- 
gation route from the mouth of the Columbia to Lime Point 
above Lewiston on the Snake. oul 
Completion of works to accomplish these objectives would be the 
equivalent of attainment of the current C-2 — of the overall com- 
prehensive plan. The earlier phases A and B have already been com- 
pleted. (See appendix A.) Projects for the later phases D, E, etc., 
await selection after further engineering investigations and the re- 
moval of objections to some proposals. 


SELECTION oF PROJECTS 


For the main control plan, the Corps of Engineers studied many 
alternatives in the Columbia Basin and selected “the most economical 
and the most effective combination of projects which were considered 
most acceptable to the people of the area at the time.” Thus selected, 
the main control plan (conden C-2 phase) includes 15 major projects, 
planned and designed as a group, interconnected by transmission lines, 
to be operated as an integrated system for flood control, power, and 
other purposes. 

A high Hells Canyon Dam has always been included asa key 
upstream storage project in the main control plan. 

For all projects selected for the main control plan, the estimated 
benefits exceed the costs. Some recommended projects were temporar- 
ily deferred to later stages until fishery or other problems could be 
resolved. Projects were planned so that they would facilitate and not 
limit or block later developments. 

Integrated management and operation of all reservoirs and power- 
plants and extensions of the transmission grid are essential elements 
of the main control plan to take full advantage of diversities in stream- 
flows and loads and to minimize transmission losses. 

The plan also assumes continuation of current marketing policies 
of the Bonneville Power Administration, so that the power produced 
age the largest possible economic benefits to the region and the 

ation. 

Of the C-2 phase of the main control plan, all recommended projects 
except Hells Canyon have been authorized by the Congress. One addi- 
tional project, Glacier View in Glacier National Park, was not recom- 
mended to the Congress for authorization along with the others be- 
cause of conflict with policies of the national park system. 

More than $1.8 billion of Federal funds have already been invested 
in the projects. Completion of those under construction will in- 
crease the investment to about $2.5 billion. Repayment of the reim- 
bursable investment, with interest, is currently over $77 million, or 
60 percent, ahead of schedule. 


Tue Se.ecrion or Hetits CANYON 


The Hells Canyon project was selected particularly to control the 
waters of the mid-Snake, and to serve the power markets of eastern 
Oregon and southern Idaho, including the eastern Idaho-Utah area 
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which contains 60 percent of the Nation’s phosphate deposits, largely 
on public lands. 

The, Hells Canyon project originally planned by the corps is 
slightly different from that later proposed by the Bureau of Recla- 
mation and now the subject of this recommended authorization. 
The Bureau’s slightly higher dam, as part of the Northwest power 
system, would make the largest combined contribution of benefits to 
that system in all water uses. In that way, it follows the criterion 
adopted in 1950 for project selection by the Subcommittee on Benefits 
and Costs of the Federal Inter-Agency River Basin Committee, 
which stated in its so-called Green Book : + 


The scope or scale of development of a project should be 
established at the point where the net benefits from use of 
resources for project purposes are at a maximum. Net 

enefits are at a maximum when the scale of development is 
established at the point where the benefits added by the last 
increment of extension of scope are equal to the cost neces- 
sary to add that increment of scope to the project. The 
least increment of scope to be analyzed is the smallest incre- 
ment on which there is a practical choice as to inclusion 
in or omission from the project. At the point of maxi- 
mized net benefits, the total project benefits will neces- 
sarily exceed the total project cost by the maximum. 


Pursuant to a resolution of the Senate Committee on Public Works 
of October 8, 1951, the Corps of Engineers on March 14, 1952, sub- 
mitted a review report of its plans for the middle Snake as contained 
in Llouse Document 531. The review report concluded— 


that the plan previously recommended (i. e., Hells Canyon 
Dam and Nez Perce Dam below it at the mouth of the 
Salmon River) is most effective for development for this 
reach of Snake and Salmon Rivers * * * 


The Nez Perce Dam is not included in plans for present develop- 
ment of the watershed, because of its sharp possible effect on migra- 
tory fish runs, although it is hoped this problem will soon be solved. 


A. Fioop Controu 


The goal of the main control plan is to reduce the worst flood of 
record to a limited-damage stage. This requires that the 1894 flow 
of 1,240,000 cubic feet per second at The Dalles be reduced to 800,000 
cubic feet per second. Similarly, it was planned, by means of the main 
control-plan storage reservoirs, to reduce the 1948 flow at The Dalles 
from 1,010,000 cubie feet per second to 700,000 cubic feet. 

Testimony by the Corps of Engineers witness in the hearings on 
S. 555 indicated that at present there is available or under construction 
in the Columbia River Basin provision for less than 10 million of the 
21 million acre-feet of storage required for control of the 1894 flood, 


1Provose] Proectices for Feonem'e Anolvscis of River Basin Projects, p 13 

Based on this same eriterion, the presiding examiner of the’ Federal Power Commission 
concluded in his initial decision in Hells Canyon case: “No project proposed to supplant 
an econom'ecally fens ble project in . comprehensive river-basin plan, if it would provide 
eubstantia'ly lesser. direct vr tot#] benefits than the project to be supp'anted, can qualify 
as being ‘host adnited to a’ comprehensive plan for improving a waterway or Water- 


ways *"* *'” (finding 172). i 





HELLS CANYON DAM 15 


including the 1 million to be provided by the Brownlee project. Of 
the additional minimum requirement of 11 million acre-feet, Hells 
Canyon would provide 1.6 million, according to the main control plan 
storage usage of House Document 531, or 14.5 percent of the additional 
requirement. Whether this figure is used, or the basic figure of 2.6 
million acre-feet available at Hells Canyon comprising 12.4 percent of 
the total of 21 million required in the main control plan routing of the 
1894 flood, the conclusion is ineseapable that Hells Canyon Dam is a 
vital component of the flood-control picture within the Columbia River 
Basin. 

There are no flood-control substitutes for the storage of the high dam 
in Hells Canyon. Proposed alternative storage sites were planned for 
development in later stages of the comprehensive plan, and pressing 
them into service now is simply borrowing from the future, with no 
possibility of replacing the loss to the ultimate storage objective. An 
example of this 1s the proposal of the Secretary of the Interior to build 
a high dam at the Pleasant Valley site below Hells Canyon, which 
would provide 1.3 million acre-feet of usable flood-control storage out 
of a total of 2,047,000 and would flood out the Hells Canyon site of the 
Idaho Power Co.’s license from the Federal Power Commission. A1]- 
though proposed as a method of providing storage lost at Hells Can- 
yon, this project actually would prevent the eventual construction of 
the Nez Perce Dam, which must await a solution of the anadromous 
fish problem before it can be constructed, and was, therefore, not in- 
cluded in the main control plan. Nevertheless, Nez Perce was set 
aside by the Army engineers as a future source of 4.8 million acre-feet 
of active storage in later phases of the comprehensive plan, and its 
sacrifice now in order to achieve some 2,047,000 acre-feet would not 
just be borrowing from the future; it would be stealing. 

With the increasing economic development along the river valleys 
of the Northwest, it has become increasingly difficult to find large 
storage sites which will not inundate property of substantial economic 
and conflicting-use value, as proven by recent statements by the Corps 
of Engineers that half of the intended storage of the main control 
plan is no longer considered available. Asa result, the corps has con- 
sidered reducing the flood-control criterion as measured in controlled 
flow at The Dalles, and now contemplates reduction of the 1894 flood 
flows to 920,000 cubic feet per second instead of the original figure of 
800,000 cubic feet per second. Such a reduction would inevitably 
entail a much greater damage potential on the lower Columbia River 
flood plain, where the engineers have as yet no assurance that it is 
possible to protect by levees against flows in excess of 800,000 cubic 
feet per second, and in other areas in the basin for which dams of the 
main control plan left unconstructed could provide flood protection. 

Among the potential dam sites in the Colambia River Basin, Hells 
Canyon is unique. Nez Perce, Libby, Paradise, Bruces Eddy, Penny | 
Cliffs, and Glacier View—in fact, every major storage site in the basin 
below the Canadian border—all have serious problems due ,to con- ., 
flicting uses of land in their reservoir areas, involving opposition of 
sizable groups which would be adversely affected by their construc- 
tion. Only Hells Canyon would both adversely afiect so few peo "> 
and involve so little expense for its reservoir. That reservoir would | 
flood the homes of less than 100 peoplé and involve onty about $20,- 
600,000 as the total compensation required for land and land rights, 
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This point is difficult to overemphasize, since the problem of reser- 
voir area flooding may well mean that development of some of the 
handful of remaining storage sites will prove unattainable in actual 
practice. Thus Glacier View is not even being considered for author- 
ization because it would flood part of Glacier National Park; and 
John Day Dam has been altered in the planning to provide only 
500,000 acre-feet of flood-control storage instead of the 2 million orig- 
inally contemplated for it, due to the opposition of local interests in 
the reservoir area. It is this factor which makes Hells Canyon in- 
comparably the finest storage site in the Columbia River Basin. It is 
there; it is available; and the only conflicting interest is the power 
company which wants to build smaller dams where only a big dam 
should be built. 


HELLS CANYON A PRIME WEAPON AGAINST FLOODS 


As was brought out in the hearings both this year and last, the ini- 
tial flood threat in the Columbia Basin was as great in 1956 as any 
year of record; the snow pack throughout the basin was appre 
mately 135 percent of that which produced the terrible flood of 1948, 
and was estimated by the Army engineers to be as heavy as that which 
produced the greatest flood of memory, in 1894. Only the most ideal 
conditions of an early and steady melt throughout the basin prevented 
a disastrous flood in which the property damage alone could have 
exceeded $300 million—nearly the cost of Hells Canyon Dam—and 
this flood exposure figure increases with every passing year. 

At a time when our technology has provided us with the ability to 
prevent for all time recurrences of such disasters, the committee is of 
the opinion it would be the height of folly to continue longer to leave 
their prevention to the whims of a capricious nature. It would be 
even more indefensible to surrender voluntarily one of the major 
weapons remaining in the hands of the technicians who have devised 
the main control plan as the scientific instrument of that prevention. 
Such a weapon is Hells Canyon Dam. 


BENEFITS 


The Army engineers in 1948 estimated the annual value of flood- 
control benefits of Hells Canyon Dam at $1,459,800. By 1954 they 
had increased the estimate to $2.3 million. Even this estimate is con- 
servative, in that it does not consider lives that may be saved or the 
increasing value of improved land lying within the flood plain, for 
example, the Corps of Engineers estimated that a flood of the pro- 
parses of the 1894 flood, had it occurred in 1948 would have caused 

amage approximating $200 million, but by 1956 the estimate was: 
up over $300 million, in a rapidly rising curve. 

It should also be mentioned that this figure of $2.3 million is the 
figure allocable to average annual value using only 2.3 million acre- 
feet of storage for flood control, based upon one method of routing 
the 1894 flood. A future flood conld well require the use of a larger 
amount of storage than this 2.3 million figure, especially if additional 
potential storage planned for use in the majn control plan is Jost in 
the future, as has already happened in revised plans for Priest Rapids: 
and John Day and in the decision not to press for the authorization 
of Glacier View. 
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In addition, as was pointed out in this year’s testimony, none of 
these estimates of the value of flood-control storage takes into account 
the effect which the constant threat of annual floods has in inhibiting 
the industrial and economic development along the lower Columbia 
River flood plain, where many of the region’s best industrial sites are 
located, with ready access to rail and water transportation. Remov- 
ing this threat would be a real benefit to the area which is hard to 
evaluate with any certainty. 


B. POWER 


The power contribution of Hells Canyon Dam is its largest direct 
dollar benefit, accounting for about 85 percent of its total direct 
benefits. 

Based on the power output estimates of those agencies which are 
in responsible charge of construction and operation of the project 
and of marketing its power, the prime power contribution of the high 
Hells Canyon Dam to the Federal northwest system would amount to 
1,122,000 kilowatts. Prime power is power available all of the time. 

At site alone the project would contribute 686,000 kilowatts to the 
system’s capability. 

Hells Canyon Ton is the first and farthest upstream in a chain of 
projects proposed for the middle and lower Snake in the C-2 sys- 
tem—the current phase of the main control plan. It increases the 
power output and makes economically feasible the four lower Snake 
projects already authorized—lower Granite, Little Goose, lower Mon- 
umental, and Ice Harbor, which is under construction. It would add 
to the power output of dams already built and under construction 
downstream on the Columbia—Bonneville, the Dalles, and McNary. 
It would add to the power output of the authorized John Day proj- 
ect on the Columbia, which is the only major project in the basin 
ready for immediate construction, its planning having been completed 
in fiscal 1957. The total of these downstream contributions would 
amount to 436,000 kilowatts of additional prime power. 


* This particular estimate assumes the existence of all projects already authorized or under construction, 
including a Libby Dam with 4,250,000 acre-feet of usable storage. ithont Libby in the system, Hells 
Canyon would add even more generation at downstream plants than the 436,000 kilowatts included in the 
total estimate of 1,122,000 kilowatts. See appendix C. 


4 See the following table: 
Hells Canyon system benefits 
[Nominal prime capability—kilowatts] 





Plant With Hells Without Added by 

Canyon /Hells Canyon|Hells Canyon 

ey CO oh o6 ci pocncccpdpeckasdsecbbadusaetdbbated 2 re. 686, 000 
Pt CRIIIIINE O... o...s sdanindinciemeisaiesaniineineintaianiiall 170, 000 116, 000 54, 000 
RO de eiiienantneneanaeuinll 209, 000 141, 000 68, 000 
Rewer Beemmental 4... .. .. .ccrsaccececudihtininncmeadentenen 194, 000 132, 000 52, 000 
Pt DE 9... cs. dn conhecduedullebutbodenadiiteknabaheibiaild 204. 139, 000 65, 000 
CONT ©, . cp nancunstsedstscaistenadiencacasavetuadkeen 617, 000 569, 000 48, 000 
TH @... sane csbumimentesbiiianideiiausidielsalidll 715, 000 650, 000 56, 000 
IE EEE icc iincnekbamonadiontnibenndbiendsianansk ase 687, 000 637, 000 50, 000 
SPITE © ..cnnucecusimerignendedleneetaclenasnetcabiatiintinde d 476, 000 452, 000 24, 000 
Ge PRAMS ©... casccdccvieasacianedscmmeenndtia 3, 894, 000 3, 885, 000 9, 000 
Nees ightneisndinaiblebadencenennmechamandiaiamiumiadmanind 7, 852, 000 6, 730, 000 1, 122, 000 
irtnnindnehcinepnanenscmeegiteictenetnainisecagapasss tsi tati iceman acca cel Toate aaliat 


* Authorized. 
® Under construction, 
* In operation. 


23002°—58 8. Rept., 85-1, vol. 2——30 
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With the 4 downstream projects completed or under construction 
and the addition of 2 generators at Chief Joseph Dam, Hells Canyon 
would add 960,000 prime kilowatts to the Federal system, includin 
215,000 added by virtue of Hells Canyon storage releases.* The 1,122,- 
000 prime kilowatts contributed by Hells Canyon Dam to the eventual 
C-2 system, based on the marketing experience of the Bonneville 
Power Administration, would be the equivalent of 1,461,000 kilowatts 
of salable firm power (on the basis of a 75-percent load factor, 7 per- 
cent losses, and a 1.05 diversity factor). In addition, in the future 
Hells Canyon storage would add benefits variously estimated to be 
between 72,000 and 391,000 prime kilowatts, depending on the time 
and method of development assumed, to the power output of projects 
between Lewiston, Idaho, and Hells Canyon at sites yet to be definitely 
determined. 

The low-cost power from the Hells Canyon project would help meet 
industrial power loads in the lower Columbia areas of Washington 
and Oregon. But foremost, it would make available to, and reserve 
for, eastern Oregon and Idaho for the first time a large block of low- 
cost power, which could make an important contribution to the eco- 
nomic development of this region, especially to the utilization of its 
vast phosphate reserves located in eastern Idaho and Utah. 

No other project or group of projects has ever been investigated or 
proposed for this stretch of the Snake River which could produce 
more power for the Pacific Northwest power system than the high 
Hells Canyon Dam. 





4 See the following table: 
TABLE I.—System prime power capability for existing base system with and without Hells Canyon project 
[Minimum year hydro, 1936-37] 
















































Base system plus | Increments attrib- 
Base system Hells Canyon utable to Hells 
Canyon 
Plant 
Nominal Nominal Nominal 
Units prime Units prime Units prime 
average average average 
megawatts megawatts megawatts 
| ———|- 
Be ae eee eee 4 208 4 208 | 
tr tlintcotsll 3 26 3 26 
co OS SS eee eee 18 1, 337 18 1, 341 |_ 

SIRE BOONE 5 cccedinaccsdaveuticeee 12 681 | 14 680 
arr 7 9 525 | ll 589 
The Dalles___ -| 10 560 14 616 
Bonneville a 10 403 10 439 
Ice Harbor a 3 147 4 212 
Detroit... 2 31 2 31 
Big Cliff__. Be ee sd 1 | 10 1 10 
I a iaaienaciel 3 25 3 25 
a | 1 s 1 8 
EP eS Ee ae 2 11 -| 2 11 
eS CIES, on ecb ideenscnleenecuct tseaadctecccel s 745 
PE i co cccuk SEER nies i -eeeases } 3, 072 +-..~...-- 4, 932 











Notes.—1. The base system includes.all Federal projeets, existing or under construction, for which 
the Bonneville Power Administration is the marketing agent and thus ineludes all plants listed in the 
Ist column except Hells Canyon which is neither authorized nor under construction. 

2. Storage drawdown period’ is Sept. 15, 1936, through Apr. -15, 1937. 
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C. Witpuire ConservATION AND RECREATION 


Construction of a high dam at Hells Canyon would be an outstand- 
ing contribution to the problems of providing wildlife conservation 
and outdoor recreation facilities in the Northwest. It would have 
little effect in migratory fish, because the Snake River above Weiser, 
Idaho, was long ago blocked to runs of salmon and steelhead, and only 
a very few still penetrate beyond the high dam site. Most of those 
that run above Lewiston go up the Salmon or the Clearwater to 
spawn. 

In view of the great demand for new sources of power in the Pacific 
Northwest, the construction of Hells Canyon Dam would be a major 
fish conservation measure, because it would reduce the present pres- 
sure to construct hydroelectric and flood-control projects on streams 
where great damage to fish life would result. In February of this 
year Dr. Ira N. Gabrielson, chairman of the Citizens Committee on 
Natural Resources, publicly stated : 


We are not concerned with the battle between public versus 
private power interests, but it is apparent that reduction 
in reservoir capacity at the Hells Canyon site is forcing 
power and water interests to advocate high dams on the 
Clearwater River, where a disastrous effect on fish and wild- 
life resources of national importance will needlessly result, 

Big dams on either the Clearwater or the Salmon would 
wipe out important fish spawning grounds, inundate many 
thousands of acres of forest land, and in addition destroy 
critical winter range for some of the country’s finest elk and 
deer herds. It makes little sense to reduce drastically the 
amount of water storage at Hells Canyon, where no impor- 
tant wildlife or scenic values are at stake, if this means the 
destruction of scenic and wildlife resources that the Nation 
could otherwise save for the enjoyment of present and future 
generations, 


The effect of wildlife in Hells Canyon itself would be minor. Nest- 
ing fowl will quickly find new habitats after the reservoir is filled, 
and game will not be disturbed to any marked extent. 

A new high dam almost the size of Hoover Dam, in some of the 
most rugged scenery on the North American continent of great geo- 
logic interest, would attract over half a million visitors annually. 
The Government would spend $1 million or more to provide facilities, 
in addition to roads, to take care of the tourists expected in this now 
barely accessible area. As Ted Trueblood, contributing editor of the 
outdoor magazine, Field and Stream, testified in ‘his statement in the 
1952 hearings on H. R. 5743 which were incorporated into the record 
of this committee’s hearings by reference: 


Hells Canyon Dam, with its 93-mile reservoir, would open 
up wonderful new possibilities for outdoorsmen in an area 
that is now largely inaccessible. Entirely aside from the 
value of the dam as a tourist attraction, the recreational 
opportunities would be almost limitless. I have been through 
this canyon along the Snake River. Once the reservoir filled, 
there would be countless interesting arms to explore by boat. 
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Several small side streams that flow in would provide trout 
fishing. There would be thousands of good camping spots, 
some of which, of course, eventually would be eooupted | by 
resorts. And the reservoir itself, judging from others that 
I have visited, would soon provide excellent fishing for bass, 
crappie, and other warm-water species, as well as a resting 
spot for migrating ducks and geese—in addition to all the 
other recreational opportunities that any large body of water 
creates. 

All in all, I believe that the building of Hells Canyon Dam 
would be the greatest possible good fortune that conceivably 
could befall the sportsmen of this area. 


The argument has sometimes been advanced that due to the large 
fluctuation in the pool level of the Hells Canyon Reservoir it would 
have little utility for recreation. This argument is unsupportable in 
view of the fact that in actual operation the drawdown of the pool 
would not normally commence until the middle of September, and it 
would be filled to capacity during the summer recreation months after 
trapping the spring floods of April, May, and June. 

The committee finds that, at a time when the increasing population 
and urbanization of this country is putting our recreational resources 
under mounting pressure, the value of Hells Canyon Dam as a re- 
source for wildlife conservation and outdoor recreation strongly sup- 
ports enactment of S. 555. 


D. IrricATion 


While no water impounded by the Hells Canyon Reservoir would 
be used for irrigation, the project would make substantial contribu- 
tions toward its expansion. 

Under the terms of the bill, power revenues not required to amortize 
the power costs of the project with interest would be available to assist 
in the development of fertile land in southern Idaho, particularly the 
Payette unit of the Mountain Home project, where high-cost irriga- 
tion facilities are required. Use of revenues to irrigate these 192,000 
acres, or other lands, would be subject to special later authorization 
by the Congress, pursuant to reports filed with the Congress by the 
Department of the Interior under terms of the Reclamation Project 
Act of 1939 (53 Stat. 1187). 

The bill would merely set up a pool of revenues—a sort of basin 
account—to include Hells Canyon project, Scriver Creek, and addi- 
tional works or divisions, including the irrigation features of the 
Payette unit of the Mountain Home division, that may be authorized 
in the central and upper Snake River Basin. 

This basin account is the same type of arrangement authorized by 
the 84th Congress for the Upper Colorado River Basin. That legis- 
lation is only the most recent example of many instances in which the 
Congress in the past has applied power revenues from Federal proj- 
= to help finance irrigation development in the same drainage 

asin. 

Much of the economy of Idaho rests squarely on reclamation. At 
the present time almost all of the land subject to low-cost reclamation 
has already been put under irrigation, and the large majority of 
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future projects will require financial assistance from some source other 
' than the water users if they are to be feasible. This is another great 
service Hells Canyon Dam can perform for Idaho—the provision of 
a large block of power revenues to assist in the continued growth of 
irrigation in the Snake River Basin. If the power resources of the 
Middle Snake are not developed by the Federal Government for this 
purpose, it is difficult to see whence such aid might come. 

In addition to direct assistance for future irrigation development, 
Hells Canyon Dam, by providing a tremendous new block of low-cost 

ower for Idaho, would make present and future public and private 
irrigation development more economical by reducing the cost of 
pumping of sprinkling water onto the land. ‘This would result in very, 
substantial savings to both present and future irrigators in the Snake 
Basin and improve the feasibility of every project participating in 
these benefits. 


E. NAvIGATION 


Hells Canyon Dam is an important element in the main control plan 
500-mile inland navigation route from the mouth of the Columbia to 
Lime Point, 30 miles above Lewiston on the Snake. The water reg- 
ulation provided by the Hells Canyon Reservoir would contribute to 
a reduction in the cost of channel maintenance below Bonneville; it 
would increase the flow between Lewiston and Lime Point, making it 
suitable for open channel barge navigation: it would increase the 

ower production at the four lower Snake dams and thus enhance 
the feasibility of these dams, which are key links in the proposed slack- 
water route to Lewiston. 

In addition, navigation on the 93-mile-long Hells Canyon pool 
would permit access to mineral resources hitherto unexploited because 
of the absence of economic means of transportation. 

The Corps of Engineers in 1948 estimated the navigation benefits to 
be credited to the high dam at $189,000. In 1953 the corps presented 
a $230,000 estimate. Part of these benefits would be derived from 
transportation of minerals on the Hells Canyon pool, the balance from 
savings downstream in reduced costs of channel maintenance. 

The corps reviewed its earlier navigation benefits estimates in 1955, 
and increased the transportation savings above The Dalles to Lime 
Point by 2,165 percent and indicated that still greater increase may 
well be required in the future. Even their revised estimates, how- 
ever, do not include “indirect and collateral benefits,” which the corps 
states would “undoubtedly add substantial savings.” Consideration 
of the new data would be reflected in an increase in the navigation 
benefits credited to the Hells Canyon project. 


F.. Tue Feprrat Power Commission Dectston 


One aspect of the FPC decision in the Hells Canyon case involves 
such a flagrant infringement on the jurisdiction of the Congress that 
this committee would be negligent if it failed to comment on it, 
especially since it constituted the primary basis for the examiner’s 
decision. This was the gratuitous determination by the examiner, 
which was not overruled by the Commission, of what action the Con- 
gress was likely to take with respect to the bill for authorization of 
the Hells Canyon project. It is true that the Congress by the Federal 
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Power Act has delegated to the Commission certain of its powers to be 
exercised in the many instances when congressional decisions would be 
an excessive legislative burden. It is not true that the Commission 
has been authorized to determine in advance what action Congress 
will or will not take with respect to legislation pending before it and 
on the basis of that decision assume to itself the prerogative of acting 
on an identical matter. 


THE HIGH DAM WAS NEVER GIVEN A CHANCE 


The examiner’s opinion found the high dam to be clearly the su- 
perior project. The examiner, however, made the necessary formal 
statutory determination under section 10 (a) of the Federal Power 
Act—that the three-dam project was “best adapted to a comprehensive 
plan”—on the basis of his determination that the Congress would not 
act upon a recommendation by the Commission to Congress under 
section 7 (b) that the high dam be built. 

The effect of this action was to rule out any serious consideration 
of the high dam in the FPC proceeding, leaving the Idaho Power 
dams the victor purely by default, no matter what their relative 
merit. Only in this manner was it possible for the examiner to find 
the high dam so clearly superior in every respect, yet still find the low 
dams “best adapted to a comprehensive plan.” Obviously, if only 
one plan of development is considered, that plan can be found well, 
better, or “best” adapted, whether it involves high dams, low dams, or 
beaver dams. 

Two general statements in the examiner’s decision summed up his 
conclusions as to the relative merits based on his insight gained during 
a year of hearings on the case. The first points out the superiority 
of the high dam and should raise in anyone’s mind the question of 
whether any generation has a moral right to deprive future genera- 
tions of the “more nearly ideal development” of a great natural 
resource. 


I do not feel that this is a proper instance for the in- 
voking of the provisions of section 7 (b) by the Commission 
even tho zh the facts seem to point to the inescapable con- 
clusion that with the marked and substantial advantage of 
the Government’s credit, the high dam would be dollar for 
dollar the better investment and the more nearly ideal de- 
velopment of the Middle Snake (Opinion, p. 55). 


Similarly, discussing a “key findings” in the Commission staff brief, 
the examiner stated: 


The proposed finding is obscurely phrased. What it says 
is that on the basis of a theoretical comparison, the value 
of the power increment that would be provided by the one 
dam plan over the three-dam plan would be equal to and 
greater than its cost. What it means is that if Federal plan- 
ners were confronted with a choice between the three-dam 
plan and the single high dam, the high dam would be indi- 
cated as the proper choice (Opinion, p. 50). 


With respect to every element of the two alternative methods of 
development regarding which he made comparable findings of fact, 
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the examiner supported these general statements with facts clearly 
demonstrating the high dam to be far superior to the three-dam plan, 
as summarized in appendix E hereto. Despite this and the statutory 
duty under section 7 (b) of the Federal Power Act to recommend 
Federal development to the Congress when in his (the Commission’s) 
judgment it was desirable, he refused to do so on the basis of his 
political decision as to what Congress was likely to do if faced with 
such a recommendation, regardless of the fact that no such Com- 
mission recommendation had ever been made to the Congress with 
reference to Hells Canyon; the full Commission followed his lead 
without commenting on the probable effect of a recommendation un-. 
der section 7 (b). 

The following excerpts from the examiner’s decision illustrate the 
mental process by which the examiner reached his decision to ignore 
his duties under section 7 (b) : 


No project proposed to supplant an economically feasible 
project in a comprehensive river-basin plan, if it would pro- 
vide substantially lesser direct or total benefits than the 
project to be supplanted, can qualify as being “best adapted 
to a comprehensive plan for improving a waterway or 
waterways,” assuming both plans are ripe for proceeding, all 
financing, appropriation, authorization, or license authority 
or whatever preliminaries of this kind are necessary having 
been accomplished (Opinion, finding 172). 

Even assuming that substantial benefits would accrue to the 
people of the United States by Federal development of the 
Hells Canyon site on the Snake River, and that such benefits 
would exceed by a substantial amount those to be conferred 
by development under private auspices by a licensee, there 
is no reason to assume that if a recommendation of Federal 
development were to be made under section 7 (b) by the Com- 
mission, that development of these water resources would be 
undertaken by the United States within a foreseeable time 
(Opinion, finding 179). 

I conclude that * * * the likelihood of the authorization 
of and appropriation for an undertaking of the size involved 
in the high dam project is so remote as to make a recommenda- 
tion to the Congress under section 7 (b) that such a dam be 
undertaken by the United States a completely useless action 
(Opinion, p. 56). 

It was not contemplated that the Federal Power Commis- 
sion should make recommendations to Congress under section 
7 (b) when, in its judgment, the likelihood of the acceptance 
of those recommendations would be remote (Opinion, finding 
180). 


The primary reason the committee refers to the actions of the Fed- 
eral Power Commission is the fact that it has been repeatedly stated— 
as it was in the report on S. 1333 by the Department of the Interior— 
that the determination of which 1s the better method of developing 
the Hells Canyon site should be left to the Commission on the basis 
of its particular competence in the field. 

What in fact the examiner did was to disqualify the high dam from 
the contest as to which was the better project on the basis of a purely 
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peel guess as to what Congress was likely to do. In fairness to 
im it should be added that in doing so he specifically stated: 


That the attention of Congress will be called to the pro- 
posed issuance of any license in this matter, there can be no 
doubt. If the Congress feels that the Commission has not 
performed its function in the public interest and in accordance 
with the provisions of the statute, the Commission’s power to 
issue a license may be withdrawn or suspended at any time 
(Opinion, p. 57). 

The examiner’s findings concerning the likelihood of congressional 
action were not overruled by the Commission. In its finding that the 
three-dam plan was “best adapted to a comprehensive plan” the 
Commission merely ignored the high dam plan for the purposes of 
comparison, except under an unrealistic assumption of financing of 
both plans by the same agency. 

Thus we see that the examiner refused to recommend Federal con- 
struction of Hells Canyon Dam to the Congress because of his pre- 
determination that Congress wouldn’t do anything about it if he did— 
his recommendation would be a “completely useless action,” in his 
words. Yet when S. 1333 was under consideration by the Senate in 
1956, the examiner’s and Commission’s failure to make that recom- 
mendation was put forward as a strong argument why the Congress 
should not authorize Federal construction. Such circular reasoning 
may provide an interesting exercise in mental gymnastics, but it is the 
committee’s opinion that what Congress will or will not do is a matter 
solely within the jurisdiction of the Congress to decide, and that now 
is an excellent time to so inform the administrative agencies of the 
Government by the passage of S. 555. 

Obviously, in recommending enactment of S. 555, this committee 
makes the finding that the Federal high dam is the project best adapted 
to the only comprehensive plan which has ever been proposed for 
the Columbia River Basin. This determination is based upon the 
evidence produced before the committee and the findings of fact 
by the examiner of the Federal Power Commission, which were not 
overruled by the Commission. (See appendixes D and E.) 


G. DEATH TO COMPREHENSIVE DEVELOPMENT 


Theodore Roosevelt delineated for all time the purpose of compre- 
hensive planning of river basin development in the statement quoted 
at the beginning of part III of this report. When he stated, “No 
stream can be so used [to its utmost] unless such use is planned in 
advance,” he clearly conceived it unnecessary to add that the plan 
should be followed, and the possibility that anyone would suggest 
that such a plan should be disregarded once made probably never oc- 
curred to him. 

But that possibility did occur to the drafters of the Federal Power 
‘Act, and they therefore included in the act the requirement that a 
license should be issued for a project only on the condition that it be 
“best adapted to a comprehensive plan” for developing the waterway, 
for commerce, waterpower, and other beneficial public uses. __ 

There is a comprehensive plan for the Columbia River Basin the 
justly famed 308 Report. It was completed by the Army engineers in 
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1948 and published as House Document No. 531 of the 81st Congress, 
2d session, in eight volumes. It is probably the finest example of com- 
prehensive planning ever published, and it is the only such plan for 
the Columbia River Basin in existence today; it was prepared at 
the specific request of the Congress. Yet it is today being ignored by 
every Federal agency concerned with the development of the middle 
Snake River. 

Hells Canyon Dam is a vital element of that comprehensive plan; 
for the purpose of illustrating the total disorder which results when 
such a plan is disregarded, the committee lists here in chronological 
order the major events of the past few years with respect to the com- 
ponents of House Document No. 531 planned for development of the 
water resources of the middle Snake River, from Weiser at the head 
of Hells Canyon to just below the mouth of the Salmon River below 
Hells Canyon. 


MIDDLE SNAKE RIVER CHRONOLOGY 


October 1, 1948—The Army engineers completed their updated 

308 Report for the Columbia River Basin. One of the major com- 
onents of it was the plan for the development of the full head and 
ow and storage capacity of the middle Snake, consisting of two great 

concrete arch dams of the same type as Hoover Dam, Hells Canyon, 
and Nez Perce. The construction of Hells Canyon was urged at the 
earliest feasible date, and it was recommended that Nez Perce be de- 
layed pending a solution of the problem of conveying runs of anad- 
romous fish around high dams; this was because Nez Perce was 
located just below the mouth of the Salmon River, where 60 percent 
of the annual Columbia River chinook salmon run goes each year to 
spawn. These 2 dams would provide 8,680,000 acre-feet of active 
usable storage and provide complete flood control of both the Salmon 
and middle Snake Rivers. This plan of development had the con- 
currence of every agency of the Government concerned with the devel- 
opment of water resources of this type. 

December 15, 1950.—Idaho Power Co. applied to the Federal Power 
Commission for a license to build Oxbow Dam as the first in a series 
of five run-of-river dams in the Hells Canyon stretch of the Snake 
River. 

July 1952.—The Secretary of the Interior intervened in opposition 
to the granting of the low-dam license because of its incompatibility 
with the comprehensive plan. 

November 10, 1952.—Idaho Power Co. amended its application to 
a 3-dam plan, providing for 1 million acre-feet of storage at the 
Brownlee project above the Oxbow and low Hells Canyon projects. 

May 5, 1953.—The Secretary of the Interior withdrew the inter- 
vention of the Department in the case, removing the only serious oppo- 
sition to the three-dam plan. 

July 9, 1953.—The National Hells Canyon Association intervened 
in the FPC proceedings to oppose the granting of the three-dam 
license. 

May 6, 1955.—The FPC examiner issued his opinion, recommending 
the granting of the application for the Brownlee project, but finding 
the other two projects infeasible because of a lack of market for the 
power they would produce. 
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July 27, 1955.—The Federal Power Commission issued its license to 
the Idaho Power Co. for all three projects applied for, providing a 
schedule for construction of Brownlee and Oxbow, but leaving the 
construction of the low Hells Canyon Dam dependent upon the devel- 
opment of a market for the power (see appendix D). The National 
Hells Canyon Association appealed the order granting this license to 
the circuit court for the District of Columbia circuit on November 28, 
1955. 

July 28, 1955.—The Committee on Public Works of the Senate 
adopted a resolution requesting the Corps of Engineers to review the 
308 Report for the Columbia River. The corps proceeded with this 
study omitting any consideration of the middle reach of the Snake 
River, the largest and most important tributary of the Columbia. 

September 7, 1955.—The Pacific Northwest Power Co., a combine 
of 4 companies in the area, applied for a license to build 2 dams in the 
Nez Perce stretch of the Snake River, Mountain Sheep and Pleasant 
Valley. The National Hells Canyon Association intervened in this 
proceeding in behalf of the Nez Perce Dam ot the comprehensive 
plan. 

January 31, 1956.—The Assistant Secretary of the Interior wrote to 
the Federal Power Commission informing the Commission that the 
Interior Department had no objections to the application of Pacific 
Northwest Power Co. for a Mountain Sheep-Pleasant Valley license. 

July 24, 1956—The Federal Power Commission commenced hear- 
ings on the application of Pacific Northwest Power Co. for the Moun- 
tain Sheep-Pleasant Valley license. 

September 1956.—The Secretary of the Interior instructed the 
Bureau of Reclamation to prepare a report on the possibility of build- 
ing a high dam at the Pleasant Valley site, which would flood the 
Hells Canyon site up to the Oxbow site. 

October 9, 1956.—The circuit court affirmed the FPC order issuing 
the Idaho Power three-dam license. 

December 19, 1956.—The hearings on the Mountain Sheep-Pleasant 
Valley application of Pacific Northwest Power Co, were closed. 

January 20, 1957.—The Secretary of the Interior on a nationwide 
television show announced his intention to ask the FPC to hold up 
action on the Mountain Sheep-Pleasant Valley application pending 
completion of the Bureau’s study of the high Pleasant Valley project. 

February 14, 1957.—The National Hells Canyon Association peti- 
tioned the Supreme Court for a writ of certiorari to review the circuit 
court decision upholding the Idaho Power license. 

February 14, 1957.—The Secretary of the Interior wrote to the 
Chairman of the Federal Power Commission informing him of the 
Bureau study of the high Pleasant Valley Dam and citing the “need 
for development of additional flood-control capacity in the Snake 
River Basin”; he did not request any delay in the current proceedings, 
but offered to inform the FPC of the results of the Bureau’s study 
when they were available. 

March 7, 1957.—The Bureau of Reclamation witnesses in the hear- 
ings before the Senate Interior Committee on S. 555 informed the 
committee that the Bureau was also studying a high-high Pleasant 
Valley Dam, which would inundate both the Hells Canyon and Oxbow 
sites of the Idaho Power Co. 


eee 
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March 12, 1957—The Corps of Engineers informed the Senate 
Interior Committee that it was revising its plans for the 308 report 
restudy to include the Nez Perce stretch of the Snake River, but not 
to include the Hells Canyon stretch. It also changed the completion 
date for this report from October 1957 to June 1958. 

March 14, 1957 —The Federal Power Commission staff filed its brief 
in the Mountain Sheep-Pleasant Valley proceeding, urging rejection 
of the application of Pacific Northwest Power Co. because of the 
“argent need for flood-control storage by a high dam at the Nez Perce 
site,” stating its belief that the problem of anadromous fish travel 
around high dams was close to solution. 

March 14, 1957.—The Secretary of the Interior announced in a press 
interview his continued firm opposition to Hells Canyon Dam, but 
stated that he hoped the Federal Power Commission would “honor 
our request for a reasonable time within which to complete a study of 
the Pleasant Valley Dam site. 

March 15, 1957.—The Solicitor General of the United States, in 
conjunction with the General Counsel of the FPC, filed in the Supreme 
Court the Government’s opposition to the granting of certiorari in 
the petition of the National Hells Canyon Association seeking review 
of the circuit court decision upholding the FPC license to Idaho 
Power Co. 

March 20, 1957.—The Chairman of the Federal Power Commission, 
in reply to a letter of Senator Anderson, chairman of the Irrigation and 
Reclamation Subcommittee of the Senate Interior Committee, stated, 
“The Commission does not consider that the letter of February 14, 
1957, from the Secretary of the Interior has any legal effect, substan- 
tively or procedurally, in the proceedings on the application” of Pacific 
Northwest Power Co. for its Mountain Sheep-Pleasant Valley license. 
He added that the Commission did not intend to alter in any way its 
usual procedure in the case. In the normal course of events the 
decision of the FPC could be expected in the summer or early fall of 
1957. 

April 1, 1957.—The Supreme Court denied the petition for a writ 
of certiorari in the Hells Canyon case. 

April 24, 1957,—The Acting Secretary of the Interior informed 
Senator Anderson by letter that the Department was pursuing its high 
Pleasant Valley studies in an effort to find “the best use of the Pleasant 
Valley site” in order to submit “supplementary and additional in- 
formation” to the FPC relating to the “adequacy of the proposed 
project” to meet the “best adapted” requirement of the Federal Power 
Act. This letter indicated an awareness of the incompatibility of the 
proposed high Pleasant Valley project with the licensed Idaho Power 
projects, and stated that the Interior Department wished to have “re- 
garded as open” its report of January 31, 1956, to the Commission dis- 
avowing any objection to the Pacific Northwest Power Co. license 
application. 

April 26, 1957.—The National Hells Canyon Association filed its 
petition for a rehearing of the Supreme Court order denying the peti- 
tion for a writ of certiorari. 


CoMPREHENSIVE CONFUSION 


The committee is at a complete loss to detect any single thread of 
rational policy for Middle Snake development running through this 
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jumble of inconsistencies, conflicting decisions and reversals of direc- 
tion. Apparently the one controlling factor has been an uncompro- 
mising determination to give the resources of the Hells Canyon site to 
the Idaho Power Co. for wasteful underdevelopment. With all other 
efforts toward basin planning subordinated to this one consideration, 
the inevitable result has been not orderly planning but comprehensive 
confusion. 

In an attempt to define the existing disorder, the committee de- 
scribes here the positions of the executive agencies concerned. 


THE FEDERAL POWER COMMISSION 


Over 30 years ago, in its early annual reports, the Federal Power 
Commission admitted that it was unable to prepare comprehensive 
river basin plans because of inadequate funds and personnel. In the 
1927 River and Harbor Act the Congress apparently accepted this 
situation, because it delegated to the Corps of Engineers the duty of 
preparing the initial 308 report for the Columbia River Basin, which 
was brought up to date in House Document 531. 

Relieved of its planning function, the FPC now offers itself as a 
dispenser of private licenses on an improvised, site-by-site basis, with 
authority to ignore both the congressionally requested comprehensive 

lans and the clear priority for Federal development written into the 
Federal Power Act and its legislative history. 

In granting the Idaho Power Co. a license for underdevelopment 
the Commission concluded that the high dam would produce more 
power than the three low dams and that the additional power pro- 
duced would have a benefit-cost ratio of about 1 to 1, that is to say, 
it would be feasible. From there the Commission leaped to the in- 
credibly illogical conclusion that “consequently, the power features 
of the one-dam plan have no clear economic advantage over those of 
the three-dam plan.” Apparently the full development of an inex- 
haustible power resource is no longer considered a desirable goal by 
the Commission. (Compare with excerpt from Green Book quoted 
on p. 14 of this report and tinding No. 50 of the examiner’s opinion 
referring to a similar finding of the FPC staff brief quoted on p. 22. 
In considering the problem of flood control, the Commission similarly 
found that the storage lost at Hells Canyon could be supplied at other 
sites in the Columbia Basin. 

It is clear to the committee that the Commission has lost sight of 
the fundamental fact concerning our national water resources—that 
the total amount of them is limited and that they will some day all 
be needed. Any loss of a part of the total potential of any river basin 
is an irreparable loss to the Nation and can never be “made up” at 
some other site. The view of the Commission that this basic prin- 
ciple can be ignored at its whim is so unbelievably shortsighted as to 
constitute a total abdication by that agency of its responsibility to 
the Nation. 

Two months ago the FPC staff served notice that it now recognizes 
the “urgent need for flood control storage” in the Middle Snake by 
opposing the Mountain Sheep-Pleasant Valley license application, 
a position clearly irreconcilable with its stand in the Hells Canyon 
case. To the committee this would appear to be an attempt to lock 
the barn door a bit too late, quite similar to the current Interior De- 
partment study of the high Pleasant Valley dams. Fortunately the 
‘stolen horse” in this case, Hells Canyon storage, is not yet beyond 
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reach of the long arm of Congress. All that is required to provide 
complete protection for the immediate public interest is the enactment 
into law of S. 555. 

THE ARMY ENGINEERS 


The Corps of Engineers has for 30 years relieved the FPC as the 
agency responsible to the Congress for preparing river-basin com- 
prehensive plans, and is currently preparing a restudy of the plan for 
the Columbia River Basin under instructions from the Senate Public 
Works Committee. In exercising this grant of authority, the corps 
chose to consider outside its authority any reach of the river included 
in an FPC license or license application, Seaviank to the FPC jurisdic- 
tion. It therefore omitted from its study any consideration of the 
Middle Snake. Following the Interior Department’s announcement 
of the new Pleasant Valley study, the corps has now partially revised 
its policy to include in its study the Nez Perce stretch of the river be- 
low Hells Canyon. 

Since the corps restudy is not due until June 1958, it is unclear to 
the committee what its value will be if the FPC issues a license for 
the Mountain Sheep and Pleasant Valley projects in the course of its 
normal procedure some time this summer or fall. Meanwhile, in the 
face of the FPC license to Idaho Power Co., the corps continues to 
treat the Hells Canyon stretch of the river as completely outside its 
jurisdiction, a position quite at variance with that currently taken by 
the Department of the Interior. 

Meanwhile the corps has been desperately seeking new flood control 
storage sites in the Northwest to replace in some degree the storage 
lost at Hells Canyon and other sites, and has practically admitted the 
impossibility of the task by giving active consideration to a reduction 
of its flood contro! goals for the Columbia River. “Substitute” sites 
simply do not exist to make up for the loss of the few major storage 
sites left in the basin. 


THE INTERIOR DEPARTMENT 


The Interior Department, under the present administration, was 
the first agency to abandon the comprehensive plan for the Columbia 
River, when it withdrew from the FPC Hells Canyon proceeding on 
May 5, 1953. Having made this one wrong decision, its every action 
since has apparently been controlled by its determination to justify 
or minimize the public effect of that decision. 

Thus, its January 31, 1956, statement of “no objections” to the 
Mountain Sheep-Pleasant Valley license application was consistent 
with its abdiction of responsibility with respect to the Hells Canyon 
case. However, when the disastrous effects of the loss of Hells Can- 
yon flood control storage became common knowledge, Interior initiated 
the high Pleasant Valley study to determine whether the damage done 
by its earlier decision could be somehow repaired or justified. Its 
letter informing the FPC of this study was clearly designed to have 
no “legal effect” on that agency’s course of action, and as such must be 
considered as merely an attempt to justify the Hells Canyon decision 
while shifting onto the FPC responsibility for the effects of abandon- 
ment of the comprehensive plan. 

The striking fact about the study of the two alternative high Pleas- 
ant Valley projects is that they would necessarily inundate either 
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one or both of the licensed dams of the Idaho Power Co. below the 
Brownlee site. Apparently although the Interior Department is 
opposed to the Hells Canyon project of the comprehensive plan, it is 
not now in favor of the alternative projects of the Idaho Power Co. 
The other fact which immediately strikes the committee is that if the 
FPC in its normal course of action issues a license for the construction 
of Mountain Sheep-Pleasant Valley, the high Pleasant Valley report 
when published next December, like the Army restudy of the same 
area, will be little more than an interesting testimonial to the chaotic 
effects of abandoning the comprehensive plan for a great river basin. 


THE DEPARTMENT OF JUSTICE 


The Department of Justice is only concerned with this problem 
as it is involved in representing the Government before the Supreme 
Court. It is characteristic of the state of planning for the Columbia 
River under this administration that while the Interior Department 
is spending over $200,000 in studying projects to salvage some of the 
storage sacrificed at Hells Canyon, the Solicitor General has told the 
United States Supreme Court that the license authorizing that sacri- 
fice is not of sufficient importance to deserve review by the Court. 


SUMMARY 


This is how it has happened that for the sake of giving one key site 
to a private utility, all the concepts of comprehensive river planning 
developed over half a century have been thrown away. 

How the present administration expects to reconcile these frantic 
and conflicting efforts at patchwork into a policy for the Snake River 
subbasin it would be presumptuous of this committee to guess. The 
difference between these actions and the protection given the Grand 
Coulee site by another administration a generation ago, as described 
in part V of this report, is too obvious to require comment. The com- 
mittee observes that no such wild patchwork would have been required 
had the integrity of the comprehensive plan been honored, and con- 
cludes that the Hells Canyon Dam, recommended by both the corps 
and the Department of the Interior in 1948 after the last full-scale 
study of the river, continues to be the key project around which a pro- 
gram of comprehensive development can be built. 

Only the Congress can, at this late date, reassert the primacy of 
fundamental principles of resource conservation over wotietie and 
secondary issues of private or public development. If direction is to 
be given to a comprehensive program of river resource development, 
that direction must come from the Congress before the current gallop- 
ing confusion spreads to other river basins, with consequent injury to 
every corner of the Nation. 


Tumse To Repair THE Dike 


In summation, the comprehensive plan for the Columbia River 
stands like a dike along the shore, protecting the fertile fields of full 
development lying behind it with their rich harvest of public benefits. 
As in the case of any flood held in check by a levee, once the integrity 
of that plan is breached, as first occurred in this case on May 5, 1953, 
the breach must be closed at once and repaired as soon as possible. If 
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this is not done, the floodwaters of inadequate development and re- 
source waste will be impossible to control or direct as they storm across 
the areas guarded by that levee, and the ultimate extent of the damage 
is difficult either to foresee or delimit. 

In this case, however, the breach is still reparable. For 4 years the 
National Hells Canyon Association has stood with its finger in the 
dike, waiting for the arrival of assistance, and Congress has thus been 
given the opportunity to make full repairs. But time is running out, 
the water is getting deeper, and if those repairs are not made with the 
passage of S. 555, it is difficult to say where the flood of underdevelop- 
ment will break through next. 


PART IV. HELLS CANYON—ECONOMIC KEY TO THE 
FUTURE 


A. Tuer Pactric NorruHwest 


The Pacific Northwest has only within the last two decades emerged 
from its earlier primarily agricultural economy in which lumber was 
the basis for its only major industry. Lacking major local sources of 
coal, oil, or natural gas, the region has been forced to rely upon its vast 
potential of hydroelectric energy as its source of power for industry 
and as its primary source of energy for all purposes. 

Although the power supply deficiency in the Northwest has been 
pushed back from 1960-61 to 1963-64 with respect to general power 
usage, there is simply no supply available at present or in the fore- 
seeable future for new industry or the expansion of existing plants 
made possible in the past by the low-cost power from the Federal sys- 
tem. Thus the growth of the entire region and its contribution to 
the Nation’s economy is being stifled. In such a situation and in an 
age when energy resources are the primary controlling factor in eco- 
nomic growth and welfare, any underdevelopment of a perpetually 
renewable resource like Hells Canyon is totally indefensible. 

Bonneville Power Administration is taking such a pessimistic view 
of the future power supply, that it is placing a ceiling on the loads 
even of its preference customers, to be invoked when power runs short. 
Close to a hundred of these small nonprofit cooperative and public 
distribution systems are entirely dependent for their power supply on 
Bonenville Power. Unless orderly development of the region’s power 
potential is continued, the growth and continued existence of these 
farmer-, muncipally-, or county-owned systems is gravely threatened. 
Only very few among them are large enough even to consider the 
possibility of constructing their own sources of power supply. 

The welfare of labor in the Pacific Northwest is intimately tied in 
with the adequacy of a low-cost supply of power. Jobs are being 
created in the Pacific Northwest at a rate slower than the national 
average; seasonal unemployment, typical to agricultural and lumber 
industries, is still high. Only last winter all 4 Northwest States were 
among the 6 States in the Nation with the highest rates of unemploy- 
ment. According to the Department of Labor report on unemploy- 
ment insurance payments for the week ending February 16, 1957, 
Oregon had the highest rate of unemployment in the country, Idaho 
the second highest, Montana the fourth, and Washington the sixth. 
Cut off from the major population centers of the Nation by tre- 
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mendous distances and high freight-rate differentials which have the 
effect of discouraging any industry to locate in the area, the only hope 
of the Northwest to attain any degree of economic maturity is the 
rapid and full development of the great hydrolectric potential of the 
Columbia River, comprising 40 percent of the Nation’s total. This 
power, because it is the only North “raw material” not subject to ex- 
port for use or fabrication elsewhere, is the only major natural resource 
of the area which is immune to the stifling effects of this freight rate 
structure on industrial growth. 

Low-cost power has already brought many industries to the North- 
west, chief among them aluminum and other electroprocess operations. 
To keep pace with estimated population growth, the region must 
provide 50,000 new jobs each year for the next 10 years, 10,000 of 
them in manufacturing, assuming present proportions to continue. 
Without more power, which constitutes the key cost element in these 
industries, present plants will be unable to expand, and new ones will 
not be built in the region. Yet these are the sources of stable, year- 
round employment and of new jobs. 


B. Cueap PHospHatTe FEerrinizer FOR THE NATION’s FARMERS 


Farmers from the west coast to the Midwest would benefit from the 
phosphate fertilizer that low-cost Hells Canyon power could make 
available to them. Cheap power from Hells Canyon Dam would 
make possible full use of the phosphate deposits of Idaho and Utah, 
greater prduction of high concentrates of phosphate fertilizer, and 
reduced costs of fertilizers to farmers as far east as Ohio. Farm 
organizations which own phosphate beds in Idaho and Utah cannot 
now proceed with their plans for development because of the lack 
of an assured power supply at less than 4 mills per kilowatt-hour. 
Hells Canyon Dam site is uniquely situated within economic trans- 
mission distance of this great phosphate resource, and power from 
the dam can be made available at wholesale costs of approximately 3 
mills, permitting full utilization of the resource. 

In and around southeastern Idaho lie about 60 percent of the na- 
tional phosphate reserves, largely on public lands. These are now 
being mined on a very limited scale. Most of these western deposits 
are of low grade usable economically in the electric furnace, but not in 
the common sulfuric acid process of making fertilizer. The fertilizer 
industry cannot produce the large quantities of phosphate fertilizer 
needed by western and midwestern farmers at the present power rates 
in southern Idaho and Utah of well over 4 mills per kilowatt-hour. 
Due to technological improvements in making concentrated fertilizer, 
a price of power below 4 mills per kilowatt-hour would permit exten- 
sive production of fertilizer and the use of much more of the reserves 
of an gas rock. 

arm cooperatives as far east as Ohio expect to utilize Idaho-Utah 
phosphates, provided low enough power rates are available. Farmers 
in the West and Midwest could thereby save between $15 and $18 per 
ton. The coupling of Hells Canyon power with the Idaho phosphate 
deposits has long been considered feasible under transmission plans 
of the Bonneville Power Administration. Consequently, the a pr 


benefits may be very large in the conservation of national phosphate 
and sulfur resources, reduction of fertilizer costs, encouragement of 
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wider and greater fertilizer consumption, better soil conservation, and 
greater yield per acre of food and fiber in the years of expanding 
population which lie ahead. 


C. A Narionat Resource ror THE FururE 


By strengthening the economy of the Pacific Northwest and b 
creating new business and employment cn and thus expand- 
ing the tax base, regionally and nationally, Hells Canyon Dam would 
make a substantial contribution to the national economy. In today’s 
interdependent economic system, increased purchasing power in one 
section of the Nation inevitably benefits the economy of every other 
section. 

Construction of Hells Canyon Dam would not only add over a mil- 
lion firm kilowatts of power within a few years to the region’s critical 
short supply; it ach also reaffirm the intent of Congress to assure 
continued orderly full development of the resources of the Pacific 
Northwest in the public interest and would thereby stimulate a re- 
sumption of the dynamic growth of the region. 

The Northwest contains many mineral deposits which, because of 
their complexity or low grade, remain largely untapped. In some 
instances the availability of low-cost power has already permitted 
the utilization of such mineral Aapcaite bY means of electric processes 
uniquely adapted to their development. One of these is the nickel 
plant established in southwestern Oregon just a few years ago, which 
provides a major part of the nickel produced in this country. Con- 
tributions of this kind to our minerals and metals economy are of great 
strategic national importance, beyond their direct benefit to the region. 

Similarly, low-cost power will assist the further development of 
the light metals industry, which is so vital in an age of air power. The 
coming of the aluminum industry has already transformed the Pacific 
Northwest and turned it into 1 of the 3 major sources of supply of 
that metal. Production of the new metal titanium requires twice as 
much power as aluminum, and the Pacific Northwest contains large 
reserves of its ore, ilmenite. The military services have a growing 
need for this metal, and with ample low-cost power, the Northwest 
could become the location of the new plants to produce it. 

Hells Canyon Dam’s contribution to the total national supply of 
power is of particular importance when it is remembered that as a 
Nation we require steadily and rapidly increasing amounts of energy 
for domestic, rural, commercial, and especially for industrial uses. 
In 1929 we used only 2.6 kilowatt-hours of electric energy for each 
man-hour worked in industry. By 1955 this figure had risen to 7.7 
kilowatt-hours per man-hour, and it is expected approximately to 
double by 1970. 

In 1952 the President’s Materials Policy Commission predicted that 
by 1960 the power requirements of the United States would be 131 
percent greater than they were in 1950. Available information indi- 
cates that we shall exceed that estimate. Our consumption of power 
is doubling every 8 years. In the technological civilization of the 
future, energy will be the major constituent of healthy, integrated na- 
tional growth. We can ill afford not to draw on every possible source 
of energy capable of economical development, particularly those 
which require no depletion of the world’s diminishing fuel supplies. 
Hells Canyon is such a source. 


23002°—58 SS. Rept., 85-1, vol. 2 31 
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PART V. PRECEDENTS 


The committee cites here two historical precedents which clearly 
justify the authorization of Hells Canyon Dam—Grand Coulee Dam 
in Washington State and the upper Colorado River. project. 


A. Granp Coutze Dam 


The struggle to develop Grand Coulee Dam, the key control strue- 
ture on the Columbia River in Washington State, three decades ago 
bears a striking resemblance to the present efforts to obtain full devel- 
opment at Hells Canyon. Then, as now, a private company proposed 
to build a smaller project in the same stretch of the river, which, had 
it been constructed, would have permanently deprived the people of 
the region and the Nation of vast benefits. In the case of Grand 
Coulee, responsible Federal officials did not permit the lesser plan to 
poor since 1941, when Grand Coulee began to produce power, the 

Nation has had reason to be grateful to them, and the people in the 
lower basin who have been spared losses by its reduction of floods are 
no less thankful. 

In 1922 the Federal Power Commission issued a preliminary per- 
mit to the Washington Water Power Co. for a dam at Kettle Falls 
on the Columbia River above the site of Grand Coulee Dam, which 
was then only a dream in the minds of a few visionaries. Three years 
later the power company filed an application for a license for the 
construction of the project. 

Action on the application was held up pending investigation of 
whether the technical features of the project provided ful\ use of the 
available resource. In accordance with House Document 308, 69th 
Congress, ist session, the Chief of Engineers undertook investiga- 
tions of the upper Columbia River and on March 23, 1932, submitted 
his report containing a general plan for the improvemeny of the Co- 
lumbia River. This was the first “308 Report,” and it propor a 
high dam at the Grand Coulee site, the reservoir of which would flood 
the Kettle Falls site, just as the most recent “308 Report” strongly 
recommends construction of the Hells Canyon Dam at the earliest 
possible date. 

The Corps of Engineers and the Bureau of Reclamation formally 
opposed the granting of the Kettle Falls license because it conflicted 
with the great project of the overall basin plan although Grand 
Coulee then, like Hells Canyon, was unauthorized, and the Federal 
Power Commission ordered the applicant to show cause why its ap- 
plication should not be rejected. rename construction was ¢om- 
menced on the Grand Coulee project, and 2 years later the application 
of the Washington Water Power Co. was officially denied. The ‘rst 
power from Grand Coulee came on the line in December 1941. ’ 

The Grand Coulee story differs from the Hells Canyon proposal in 
that the Federal Power Commission there provided the maximum 
possible protection for the comprehensive plan site, refusing to find 
the lesser project “best adapted to a comprehensive plan” in the face 
of the more complete use of the resource which the high dam would 
provide. In the present instance the Federal Power Commission has 
provided no such protection for the project of the greatly refined and 
perfected comprehensive plan. 
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Similarly, in the previous instance, the Secretary of the Interior 
acted in accordance with the advice of technical experts of his depart- 
ment in opposing the lesser project. In the present case the outstand- 
ing engineers of the Bureau of Reclamation have consistently opposed 
the private three-dam plan and testified to the superiority of the high 
dam, yet the then Secretary, Douglas McKay, withdrew the wee 
ment’s intervention in opposition to the three-dam plan in the Federal 
Power Commission proceeding. Although these experts were per- 
mitted to testify before Congress and the Federal Power Commission, 
their advice has been completely ignored by their superiors. 

On February 17, 1956, Secretary McKay, testifying before the Joint 
Committee on the Economic Report, stated : 


I came to Washington with an open mind on the Hells 
Canyon. Some of the other governors were violently op- 
posed to the thing; but after investigation and talking to the 
engineers, who know more than I do about the thing, I was 
convinced that the Government high dam is a white elephant. 


The Secretary did not state what engineers he talked to, but they were 
assuredly not the top-ranking Department engineers who testified 
before this committee. An interesting parallel is provided by his 

se of the term “white elephant” to describe Hells Canyon Dam. 
This is the identical term used by the opponents of Grand Coulee 20 
years ago to describe the greatest man-made project in the history of 
the world. 

B. Cororapo River Storacr Prosecr 


In the 84th Congress this committee approved, and the Congress 
enacted into law, S. 500 authorizing the Colorado River storage project. 
In the hearings on that project, as in the hearings on this bill, there 
were extensive conflicts of testimony concerning project feasibility, 
alternative proposals, and many other technical and egineering prob- 
lems. As it has so often in the past, the committee and the Congress 
generally accepted the technical testimony of the experienced engineers 
of the Bureau of Reclamation. 

Froin its inception 10 years ago, the Hells Canyon project has been 
firmly advocated by the Bureau technicians, whose engineering work 
has been supported by the Army Corps of Engineers which joined 
with the Department of the Interior in 1950 in recommending to 
Congress that the project be constructed. 

It is the opinion of this committee that the agency which planned 
and constructed the Boulder Canyon project (Hoover Dam), the Co- 
lumbia Basin project (Grand Coulee), the Central Valley project, 
and many others, has earned the full confidence of the Congress and 
is more than competent to guide its decision in the present case. In 
its recommendation that Hells Canyon Dam be authorized, the com- 
mittee, therefore, relies heavily upon the technical competence of the 
experts of the agencies which will be charged with the construction 
of this project and with marketing the power therefrom. 

During the hearings on the Colorado River storage project, when 
a witness suggested an alternative proposal to that of the Bureau 
for the consideration of the Senate, the senior Senator from Colorado 
(Mr. Millikin) stated in the record: 


The most that can be done is consideration of it, because, 
frankly, there is considerable confidence in the opinion of 
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Bureau of Reclamation and the Bureau of Reclamation does 
not coincide with your own. They are our engineers, we 
employ them as our engineers. Why should we turn our 
back on those people and pick up random comment from 
other services in private life? And they have built many 

rojects, the largest in the world, and we have confidence 
in them. I doubt very much, with great respect for you, 
when you sit at this table and sneer at the Bureau of Recla- 
mation, that the Congress is going to turn its back on them; 
that is just whistling in the wind. 


The committee, as indicated throughout this report, adopts Senator 
Millikin’s opinion of Reclamation and other Interior experts as its 
own in its consideration of 8. 555 and is acting in accordance there- 


with. 
PART VI. PROTECTION OF WATER RIGHTS 


Certain witnesses who appeared before the committee expressed 
sincere concern that the construction of Hells Canyon Dam might, at 
some time in the future, result in an invasion of the rights of consump- 
tive users of water upstream from the project. As set forth in this 
report, the committee finds unequivocably that any such fears are based 
upon a misapprehension of the facts and the law relating to the effect 
of this bill upon the beneficial consumptive use of water in the Snake 
River Basin. 

A. Aprquacy or WaTER Surry 


The committee finds that the great weight of the evidence, including 
expert testimony available, is that the flow of the Snake River will be 
adequate for the operation of Hells Canyon Dam throughout the fore- 
seeable future. The effect upon this operation of stream flow deple- 
tion from additional upstream consumptive uses will be so insignificant 
as to avert any impairment of the water supply during the repayment 
period for power production or present and future irrigation. 

This determination was substantially unchallenged by any compe- 
tent and qualified witness in the hearings on S. 1333 or S. 555. The 
testimony of two witnesses is worthy of mention here. Mr. John R. 
Riter, chief development engineer of the Bureau of Reclamation in 
Denver and former Chief of the Bureau’s Hydrology Branch with 29 
years of Government service, testified that there would be adequate 
streamflow to operate the dam assuming the ultimate upstream irriga- 
tion use projected by the Columbia Basin Interagency Committee of 
3,806,000 acres, an increase of 1,200,000 acres over the 1948 level. 

Similarly, Mr. Lynn Crandall, a hydrologist on the Snake River 
since 1910 and upper Snake River watermaster for the past 28 years, 
stated that in his opinion there would be an adequate water supply to 
operate the Hells Canyon project. Mr. Crandall conservatively based 
his opinion on an itemized figure of 1,300,000 additional irrigated 
acres which might possibly be using water by the year 2010, instead of 
using the “ultimate” CBIAC figures used by Mr. Riter. 

The examiner of the Federal Power Commission, on the basis of the 
representations in hundreds of pages of testimony on this problem in 
connection with the Idaho Power Co. license application, found: 


With ample allowance for all foreseeable upstream irri- 
gation water uses, a dependable water supply can reasonably 
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be expected for the efficient and economic operation of the 
high dam project during its payout period (finding No. 116). 


This finding was affirmed by the Commission itself in its opinion: 


Although some effect upon streamflow will result from the 
addition of new irrigable lands in the basin, the record clearly 
shows that such an effect would not be significant insofar as 
the power potentialities of the Hells Canyon reach of the 
Snake River are concerned (Opinion and Order, p. 14). 


Appendix B provides the annual streamflow figures for the Snake 
River from 1911 to 1954 and indicates the relatively small effect 
produced by bringing under irrigation upstream the approximately 
1,400,000 acres added during this period. 


B. Water Riguts Prorection Provipep sy S. 555 


Section 1 of this bill provides: 


The Secretary in prosecuting his activities under this sec- 
tion and in operating and maintaining said projects shall, 
except as is otherwise provided in this act, be governed by the 
Federal reclamation laws (act of June 17, 1902, 32 Stat. 388, 
and acts amendatory thereof or supplementary thereto). 


As stated by former Regional Counsel of the Bureau of Reclama- 
tion Howard R. Stinson in his statement prepared at the request of 
the committee and printed at page 10 of the hearings on S. 1333, this 

rovision would adequately protect any water right established under 
State law prior to authorization of this project. The committee rec- 
ognized that such protection would be inadequate with regard to 
similar rights acquired in the future, and therefore gave very careful 
consideration to section 2 of the bill, which reads as follows: 


Sec. 2. Notwithstanding the provisions of any other law, 
the operation of the Hells Canyon Dam shall not conflict with, 
and shall be subordinate to, present and future rights to the 
use of water for irrigation or other beneficial consumptive 
uses, whether now or hereafter existing, valid under State law, 
of the waters of the Snake River and its tributaries upstream 
from the dam and downstream. 


The major change in this section from the similar provision of 
S. 1333 is the insertion of the phrase, “and shall be subordinate to,” 
an addition intended to make explicit the clear intent and effect of the 
provision in the hope of setting at rest the baseless fears expressed by 
some irrigators that this bill may somehow bring about an infringe- 
ment of their water rights. 

As stated in the memorandum by Mr. Frank B. Horne of the 
American Law Section of the Library of Congress Legislative Refer- 
ence Service at page 31 of the printed hearing on S. 1333 only a consti- 
tutional amendment can control the actions of future Congresses. 
Moreover, it is clearly established that the power of Congress to control 
the waters of navigable streams, which is derived from the Constitu- 
tion itself, will not be increased or decreased by the passage of this 
bill. The power remains the same, whether a high dam, the alterna- 
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tive low dams, or no dams are constructed in the Hells Canyon reach 
of the river. The widely disseminated arguments to the contrary 
must be classified as “scare” propaganda. However, the committee 
finds that the provisions of section 2 provide protection as complete 
and effective to both existing and future water rights valid under 
State law from any infringement by this project as it is within the 
power of Congress to give. No more effective amendment could be 
proposed. 

The protection provided by the language of section 2 as amended 
is the most comprehensive proposed by any legislative or administra- 
tive provision within the knowledge of the committee. It is more 
extensive, for example, than that proposed by Assistant Secretary 
Aandahl of the Department of the Interior by letter of January 31, 
1956, to the Federal Power Commission with respect to the proposed 
private power developments at Mountain Sheep and Pleasant Valley. 
Also, it is more complete and unqualified than that proposed in the 
1950 bill for the development of Hells Canyon, S. 3556, 81st Con- 

ress, 2d session, sponsored by the senior Senator from Idaho 
Mr. Dworshak] as follows: 


The operation of Hells Canyon Dam and Reservoir for 
the generation of power shall be without prejudice to future 
depletion of stream flows arising from upstream diversions 
for beneficial consumptive uses under water rights established 
under State laws in a total amount which are determined to 
be reasonable, having regard for the upstream beneficial 
consumptive use of water for the new and supplemental 
land developments indicated in chapter IV of the Substan- 
tiating Materials, Hells Canyon Project Report, approved 
by the Acting Secretary of the Interior June 9, 1948. 


C. Cotumpia IntTEersTATE Compact PrRopOosAL 


An interstate compact has been proposed for adoption by the seven 
States comprising the Columbia River Basin. Because of strong op- 
position to the way in which it would allocate power among the 
member States, this compact has encountered strong opposition in 
the legislatures of Oregon and Washington, which refused to take any 
action on it during their 1955 sessions. 

It should be noted that the compact makes no allocation of water 
between the States joining in it; it merely provides for such an allo- 
cation to be made by the Commission as of January 1, 2000, which 
date may be extended to not later than the year 2050. 

Article VII-D of the proposed compact states: 


This compact shall become effective only if Federal law 
accepting and implementing the provisions of subdivision A 
of this article with respect to developments wholly or partly 
in downstream States constructed by or under the authority 
of the United States is enacted as part of the legislation giv- 
ing the consent of the Congress to this compact and shall 
continue to be operative only while such law remains in effect. 


This provision is a clear acceptance and admission by the drafters 
of the compact of the fact that the initial and continued effectiveness 
of the compact is dependent upon the will of the Congress. 
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Even in the absence of such a provision in the compact, Supreme 
Court decisions leave no room for doubt concerning the fact that 
any interstate compact may be modified by inconsistent Federal leg- 
islation within the field of a delegated power. This principle has 
been accepted for over a century and a half (Wilson v. Alason (1801), 
1 Cr. 45, 91-92). In another case which has stood unchallenged for 
100 years, the Supreme Court said: 


It is also urged that this act of Congress is void, for the 
reason that it 1s inconsistent with the compact between the 
States of Virginia and Kentucky, at the time of the admission 
of the latter into the Union * * * which compact was 
assented to by Congress at the time of the admission of the 
State. 

* * * * * 

The question here is, whether or not the compact can oper- 
ate as a restriction upon the power of Congress under the 
Constitution to regulate commerce among the several States ? 
Clearly not. Otherwise Congress and two States would 
possess the power to modify and alter the Constitution itself. 

This is so plain that it is unnecessary to pursue the argu- 
ment further (Pennsylvania v. Wheeling & Belmont Bridge 
Co., 18 Howard 421, 344 (1856)). 


The committee therefore concludes that section 2 of S. 555, as 
amended provides protection to existing and future water rights 
under State law fully as effective as could be provided by the proposed 
Columbia River Basin compact. 


PART VII 


Ipano Power’s Rapiw Tax AMORTIZATION 


In his opening statement before the Federal Power Commission 
examiner on the first day of the Washington hearings on the applica- 
tion of Idaho Power Co. for a license to construct projects in Hells 
Canyon, the attorney for the company stated : 


The overall project encompassed in three plants is by no 
means a small one. The applicant is here before you asking 

the privilege of constructing, solely with its own money, an 
without one cent of cost to the taxpayers of the United States, 

a great multipurpose project, along with an integrated hydro- 
electric project of large capacity. [Emphasis supplied. ] 

Similarly, in the hearings on S. 1333 before this committee on May 
6, 1955, the attorney for the company averred: 


We have here a private company providing great flood con- 
trol, navigation, and recreational benefits to the Nation, free 
of cost to the Nation, and without any request on the part of 
the company for contributions from the Federal Government. 
[Emphasis supplied.] (Hearings on S. 1333, p. 751.) 


A similar statement of protection provided to the taxpayers appears 
on page 263 of the hearings held this year on S. 555. 

It is also noted that in its order issuing a license to the Idaho Power 
Co. for the three-dam development on August 4, 1955, the Federal 
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Power Commission stated as one of the bases for its decision, with 
reference to the multipurpose benefits available in Hells Canyon: 


However, under existing law, these public purposes will be 
realized without expense to the United States to the extent 
that the projects are constructed by a non-Federal entity. 


The record before the FPC showed that the company had applied 
for a rapid tax writeoff on its projects, but the FPC chose to ignore 
this. 

Despite these protestations of service in the interest of the taxpayers 
of the country, an analysis of recent developments proves that the cost 
to the Government if the Idaho Power Co. is permitted to build its 
lesser projects in the Hells Canyon stretch of the Snake River will be 
substantial. 

In August 1953, Idaho Power Co. applied for certificates of neces- 
sity from the Office of Defense Mobilization to permit it to amortize 
the major portion of the cost of its Brownlee and Oxbow projects in a 
5-year period under section 168 of the Internal Revenue Code of 1954. 
These certificates were granted on April 17, 1957, and on that date 
these two projects were officially certified as emergency defense facili- 
ties necessary to the defense expansion goals of the United States. As 
such they form the basis for what the Federal Power Commission has 
designated an “interest-free loan” by the Government to the power 
company, in the amount of approximately $30 million. As the recent 
staff report of the Joint Committee on Internal Revenue Taxation 
stated: 


Rapid amortization is a form of special Government assist- 
ance to private manufacturers or, bluntly, a subsidy. 


Such a subsidy for the Idaho Power Co. in the present case is im- 
possible for this committee to justify. As pointed out in the Joint 
Committee report, the rapid tax-amortization program was intended 
to encourage private investment in facilities required for national de- 
fense, and, with respect to power facilities, to encourage the construc- 
tion of excess capacity for emergency mobilization use. It was, in 
short, intended to stimulate the investment of risk capital in facilities 
which might otherwise not be constructed but which are vital to the 
national defense. 

The present program of the Idaho Power Co. can hardly meet these 
theoretical qualifications, or any one of them. This committee agrees 
with the statement made by Senator Byrd, chairman of the Senate 
Finance Committee, in the hearings on S. 1795 on May 7, 1957, in 
referring to these projects, when he said : 


I think there is no justification whatever for a power 
utility to get a rapid tax depreciation, because they are 
guaranteed profits, and secondly, in this instance the construc- 
tion had already started. It had been going on for 6 months, 
and, therefore, they were able to go ahead without the under- 
standing that they would get a rapid depreciation writeoff. 


At the hearings on S. 555 on March 7 and 8 of this year the attorney 
for the Idaho Power Co. testified at length concerning the need of 
his company for these projects merely for the normal growth of its 
business, with no reference to the requirements of any new defense 
industry. 
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It is difficult to evaluate conclusively either the full amount of the 
subsidy involved here, or its cost to the Government. The amount of 
the interest-free loan will be incorporated into the company’s rate 
base, and if interest on the declining balance of it over the period of 
the FPC license is compounded annually at the rate of return allowed 
the company on its investment the total amount would be in excess 
of $300 million. By any method of calculation its value to the com- 
pany is immense. The direct cost to the Government is the amount 
of interest which must be paid on the current balance of the “loan” 
from the first year to the end of the repayment period 50 years later, 
and this amount would depend upon the rate of interest used in the 
calculation. If a rate of 2 percent compounded annually is used, the 
taxpayers’ cost would amount to about $29 million, while if the more 
realistic rate of 3 percent is used the cost rises to about $97 million, 
only slightly below the company’s present estimate of the total costs 
of the two-dams. 

In addition, if the Idaho Power Co. treats its tax savings during the 
initial 5-year period for accounting purposes as other companies have 
done, a large part of the dividends of the company during that period 
will be nontaxable as a distribution of capital, resulting in an addi- 
tional loss of income tax revenue to the Government which must be 
made up by other taxpayers. 


A Marrer or Economy 


In any event, it is safe to say that the expense of this rapid amor- 
tization procedure to the Government would be considerably in excess 
of the amount required to compensate the company for its expendi- 
tures to date. It 1s also true that the entire cost of such compensation 
would be added to the power-cost allocation of the Federal project and 
would therefore be repaid to the Government with interest during the 
payout period. 

It is therefore clear that in voting either for or against S. 555 every 
Senator will be voting for Federal financing of the development of 
Hells Canyon’s resources. The only choice left to the Senate is 
whether, when that development is complete, the Government will 
have anything to show for its expenditures. Under S. 555 the Gov- 
ernment will not only be repaid its initial investment with interest, 
but after that repayment will own the dam outright as a permanent 
source of additional revenue. Under the Federal Power Commission 
license the Government’s investment will be a total loss as an outright 
gift to the private company, and a large part of the resource will be 
completely wasted. 

Under these circumstances, the committee finds it to be greatly in 
the interest of governmental economy to authorize at the earliest pos- 
sible date the construction of Hells Canyon Dam. 


PART VIII 
CoNCLUSION 


The flood of June 1956, on the Columbia River was the third greatest 
of record, and but for the fortuitous circumstance of ideal weather 
conditions could have been by far the most destructive. The eco- 
nomic development of the Pacific Northwest is being severely retarded 
by an almost total absence of low-cost power available for new indus- 
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try, and as a result, the area is declining rapidly from its position as a 
land of real economic opportunity to a status as one of the chronically 
semidepressed areas of the perpen with severe seasonal unemploy- 
ment problems. Both of these problems can and must be solved if the 
Northwest is to continue its climb from economic colonialism to an 
economically mature, contributing section of the Nation with tre- 
mendous potential for providing new homes and employment for part 
of our booming population. Both of them can be solved by the same 
device—the development of adequate upstream storage in the Colum- 
bia River Basin. 

But no major storage project in that basin has been authorized or 
commenced since 1950. Since the commencement of The Dalles Dam 
construction in 1952 only one major hydroelectric project has been 
started, Ice Harbor Dam, and its capacity is only a quarter as large 
as many of the main projects in the system. The dynamic program of 
development of the continent’s major source of hydroelectric power, 
the Columbia River, has ground to a virtual standstill, and the Nation 
is the poorer for it. With the authorization of this great Hells Can- 
yon project, that program will gain new momentum, and the integrity 
of the carefully developed comprehensive plan for the Columbia River 
will be preserved. Without such authorization, decades of exhaustive 
studies by many agencies will be wasted effort, and the entire coucept 
of resource conservation will receive a stunning blow. 

The fate of this bill will show which way the Congress intends to 
turn from this crossroads—along the road laid out early in the cen- 
tury by Theodore Roosevelt and his associates leading to full utili- 
zation of our resources in the public interest or down the way of 
denial and rejection of this basic American principle. 

Nearly every week we read of the tremendous hydroelectric proj- 
ects being proposed and developed in other countries of the world. 
In more than 30 countries American engineers are in demand as other 
nations develop plans and construct projects for the development of 
their river valleys, admittedly following America’s lead. But where 
is America leading? No nation will ever be so wealthy that it can 
afford the luxury of inadequate development of its physical resources, 
yet this is what the opponents of Hells Canyon Dam are urging upon 
this Congress. 

Meanwhile, we learn of the tremendous strides being taken by the 
Soviet Union in the development of its hydroelectric resources. We 
hear Soviet boasts of the three great new projects which are under 
construction at Stalingrad, at Kaibyshev on the Volga River, and at 
Bratsk on the Angara in the far reaches of eastern Siberia, bringing 
industrial strength to that region of the continent. We are made to 
understand that any 1 of the 3 is greater than our own Grand Coulee 
Dam, until now the greatest manmade project in the history of the 
world, and we know that Russia is proceeding with similar develop- 
ments on the Ob, the Yenisei, and its other main rivers. Similar re- 
ports tell of literally millions of workers being employed on water 
resource development projects in China. 

The committee does not believe that the United States, as the 
leader of the free world, should even give consideration to any pro- 
posal which will place it in a second-rate position to the Iron Cur- 
tain countries in its resource-development program. With the entire 
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world following the lead of the United States, shall we now turn 
our backs on the course we have charted so clearly in the past? To 
this committee such a backward step is inconceivable, yet this is the 
real issue in Hells Canyon, and in many nations of the world the 
decision of the Congress with respect to 8. 555 will be recognized as 
the choice it is—between full development and second-rate devel- 
opment. 

In summary, the committee concludes that the weight of all the 
testimony and the tremendous amounts of technical data compiled 
with respect to the development of Hells Canyon clearly call for the 
enactment of S. 555 into law, and recommends that it be passed by 
the Senate. 


CoMMENTS OF Executive AGENCIES 


DepaRTMENT OF THE INTERIOR, 
Washington, D. C., March 27, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 

Dear Senator Murray: This is in response to your request for an 
expression of the views of this Department on S. 555, a bill to author- 
ize the construction, operation, and maintenance of the Hells Canyon 
Dam on the Snake River between Idaho and Oregon, and for related 
purposes. 

We recommend that S. 555 be not enacted. 

brane stated, S. 555, like its predecessors, S. 1664, 83d Congress, 
and §. 1333, 84th Congress, would authorize the construction of a 
high dam and associated powerplant in the Hells Canyon reach of the 
Snake River along the se i te. between Idaho and Oregon, and 
would also authorize the construction of certain smaller hydroelectric 
facilities at Scriver Creek in west central Idaho. In addition, S. 555 
would provide a framework for using power revenues from these 
works as a means for returning part of the costs of future irrigation 
developments, including Mountain Home, in the central and upper 
Snake River Basin, if and when such developments were authorized 
by the Congress. However, it would not itself authorize the con- 
struction of any irrigation works for the Mountain Home area or any 
other area. It is also pertinent to observe that the Hells Canyon 
Dam contemplated by S. 555 would not deliver water to, or otherwise 
serve as a physical part of, the proposed Mountain Home develop- 
ment or any other irrigation ‘dev elopment. 

In this Department’s report of May 2, 1955, on S. 1333, we said: 
“The Federal Power Commission now has under consideration the 
matter of an application for a license to develop this stretch of the 
Snake River by a private corporation. It is within the statutory 
authority and responsibility of that Commission to determine whether 
or not the plan proposed is adapted to the development, conservation, 
and utilization in the public interest of the water resources of the 
region, and whether or not the same is compatible with the overall 
development of these resources. Extended hearings with relation to 
this matter have been held, and the Commission’s examiner has the 
matter under advisement. This Department has made available to 
the Federal Power Commission all of the information, reports, memo- 
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randums, and testimony of engineers and other witnesses that have 
been requested by the Commission.” 

Since that time the examiner’s report has been filed, the Commis- 
sion has granted a license to the Idaho Power Co., the Court of Ap- 
peals for the District of Columbia Circuit has reviewed the Commis- 
sion’s decision, and petition for a writ of certiorari to review the deci- 
sion of the court of appeals has been filed with the Supreme Court. 
The outcome of the first 3 of these 4 actions has been favorable to 
development by the Idaho Power Co., and the company is actively 
prosecuting its construction work. The petition to the Supreme 
Court is still pending. 

Unless the Supreme Court should grant certiorari and, after con- 
sideration of the case on its merits, reverse the decision of the court 
of appeals and order the matter remanded to the Federal Power 
Commission, the existing license will be final. 

This is as it should be, for the Congress has itself prescribed the 
route to be followed by applicants for licenses and by parties who 
oppose the granting of licenses. It would be unfortunate if, because 
of disagreement with the conclusions reached by its own creature—the 
Federal Power Commission—the Congress should, in effect, under- 
take to review and reverse those conclusions rather than leaving to 
the Commission the exercise of sound discretion that is vested in it 
and to the courts the determinations that have been placed within 
their jurisdiction. 

Furthermore, all projects under construction, including Oxbow 
and Brownlee, under the Federal Power Commission license in ques- 
tion, need to be completed as scheduled, or there may well be a power 
shortage in the Pacific Northwest. At this time, when every feasible 
step is being taken to reduce Federal expenditures, we believe that 
Federal construction of Hells Canyon Dam would necessitate large 
appropriations to make power from Hells Canyon available as soon 
as the Idaho Power Co. facilities will be in service. Such action 
would tend to have inflationary results, not only because of the finan- 
cial requirements of Federal construction, but also due to the fact 
ithat the Idaho Power Co. dams will be less affected by inflated costs 
than a Federal Hells Canyon Dam because the company has firm 
contracts for construction of Oxbow and Brownlee, whereas the costs 
of Federal construction at Hells Canyon are up approximately 10 
percent since the last estimates were made in 1955. 

Our inability to concur in the proposal contained in S. 555 for 
congressional authorization of Hells Canyon Dam is not to be taken 
as lack of interest in the development of the land and water resources 
of the Columbia Basin. On the contrary, the Bureau of Reclamation 
has been instructed to proceed with a full investigation of the Pleasant 
Valley site, and we expect to make our findings known to the public 
and to the Federal Power Commission on that development within 
a reasonable time. Reports are in preparation, moreover, or investi- 
gations are being prosecuted on other potential Columbia Basin de- 
velopments, for example, Burns Creek in Idaho, the Guffey unit in 
the same State, the Nine Mile and Spruce Park developments in 
Montana, and Narrows in Wyoming. We fully expect that this 
Department will play its proper role in furthering the utilization of 
the water resources of that basin. 
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The specific factual information and estimates on Hells Canyon 
that were requested in your letter of January 18 are being forwarded 
under separate cover. 

In view of our recommendation that S. 555 be not enacted, the 
material otherwise required by Public Law 801, 84th Congress, is 
not being supplied. For the same reason, we make no recommenda- 
tions for amendments to section 3 of the bill which, if it were to be- 
come operative, would be desirable. 

The Bureau of the Budget has advised that there would be no ob- 
jection to the submission of this report to your committee. 

Sincerely yours, 
Frev G, AANDAHL, 
Assistant Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
Washington, D. C., March 27, 1957. 
Hon. James FE. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 

Dear Senator Murray: In response to your request of January 18, 
there are attached answers to the questions asked therein in connection 
with Hells Canyon development proposed in §S. 555. 

Sincerely yours, 
Frev G. AANDAHL, 
Assistant Secretary of the Interior. 


QUESTION 1: POWER CAPABILITY 


“The amounts of system prime power which would be made avail- 
able to the Pacific Northwest on an incremental basis by the two al- 
ternative plans at the following levels of development, assuming co- 
ordinated operation of the storage made available by the projects: 

(a) System existing and under construction. 
(6) Phase C system of House Document 531. 
(c) Phase C system plus Nez Perce, Asotin and Clarkston 
Dams.” 

Because of the requested immediate response answers are based on 
studies prepared several years ago. These studies use basic data which 
have subsequently been revised to a minor degree. It is believed, 
however, that while use of the new basic data would alter total sy stem 
capabilities, the increment added by each of the alternates on the 
middle Snake River would remain about the same. 

(a) The addition of a high Hells Canyon Dam to the present sys- 
tem of Federal projects existing or under consideration would add 
about 960 megawatis if additional units are installed at Corps of 
Engineer projects having a name plate rating of 670 megawatts. 
These 9 additional units would require a total expenditure by the 
Federal Government of $51,373,000, including 214 percent interest 
during construction, in addition to the cost of construction of Hells 
Canyon Dam. The additional capacity would include added units at 
Chief Joseph, McNary, The Dalles, and Ice Harbor projects. ‘The 
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increment to the Federal system by addition of Hells Canyon is 


estimated as follows: 
Average megawatts 





System prime power without Hells Canyon_...---..--___--__-_____-___ 8, 972 
System prime power with Hells Canyon__...-....-__....-..-....--_-... 4, 932 
Increment to system by addition of Hells Canyon__...__-_________ 960 


The alternate development, currently under consideration by Idaho 
Power Co., would add about 662 average megawatts without requiring 
additional units at Corps of Engineer projects as follows: 


Average megawatts 





System prime power without 3 Idaho Power Co. dams__----------------- 3, 972 
System prime power with 3 Idaho Power Co. dams____-----__-__------- 4, 
Increment to system by addition of 3 Idaho Power Co. dams_-.---. 662 


Table I attached shows the system capabilities by plants and the 

associated installations for each case associated with the Hells Canyon 
roject. 

. Table IT gives the same information for the system with addition of 

the three Idaho Power Co. dams. 

(6) The addition of Hells Canyon to the phase C-2 level of develop- 
ment would increase system prime power by 1,107 average megawatts, 
The phase C-2 level system used in these studies is consistent with 
the system in House Document 531 but excludes the Glacier View 
project. In addition, the proposed Federal Priest Rapids project is 
included although a smaller project is now being constructed by the 
Grant County Public Utility District in conjunction with the Wana- 
pum project upstream which will develop about the same overall head 
as the larger project. System prime power capabilities with and 
without the high Hells Canyon Dam are as follows: 


Average megawatts 





System prime power without Hells Canyon__-...--__--_------------.--- 6, 893 
System prime power with Hells Canyon__..--.--------_-----_----~-.- 8, 
Increment to system by addition of Hells Canyon___-.---_-_---.- 1, 107 


The increment added by addition of the 3 Idaho Power Co. projects 
to the same system of projects amounts to 680 average megawatts as 
follows: 

Average megawatts 





System prime power without 3 Idaho Power Co. plants_.___._._-_-___--_-- 6, 893 
System prime Power with 3 Idaho Power Co. plants__..__._-___..--.----.. 7, 573 
Increment to system by addition of 3 Idaho Power Co. plants__-__- 680 


Tables III and IV show the prime power for each plant and system 
totals during the storage drawdown seasons for each of the above al- 
ternate developments. It should be noted that the addition of Hells 
Canyon to the phase C-2 level less Glacier View changes the critical 
period from 1 year, 1936-37, to a 3-year period of 1929-30 through 
1931-32. 

(c) We have not prepared detailed analyses on item 1 (c). A study 
of this nature would require more time than is available under present 
circumstances. However, by use of available data a rough approxi- 
mation can be made as to the increased prime power each of these 
alternates would add to the phase C-2 level, less Glacier View, but 
including the Nez Perce, Asotin, and Clarkston projects. Our esti- 
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mate is that Hells Canyon would add about 735 average megawatts of 
prime power to this system while the 3 Idaho Power Co, plants 
would add about 525 average megawatts. The above figures would 
undoubtedly be revised somewhat with a detailed analysis. 

The Scriver Creek plants are not included in the increments of 
prime power added by any of the alternative developments. These 
plants are, however, included with other upper Snake Basin plants 
shown on each of the tabulations. It has been assumed that the 
Scriver Creek plants can be added under either plan of development 
for the middle Snake River. Our estimates of the incremental prime 
power that the 2 Scriver Creek projects add to the various systems 
are 94 average megawatts. 

The above can be summarized as follows: 


Prime power added to system on incremental basis 
{In megawatts] 
High Hells | 3-dam plan 


Condition System to which project in Hells Canyon Dam added on Canyon Dam opens by 
incremental basis in 8. 555 daho 


Power Co. 
OD ccnimeanard System existing and under construction...........-........... 960 662 
i Gciensnsaments Phase C-2 of H. Doc. 531 (less Glacier View) -..............--.- 1, 107 680 
ae Phase C-2 (less Glacier View) plus Nez Perce, Asotin, and 735 525 
Clarkston, 


Senator Murray’s letter of January 18, 1957, to the Secretary also 
contains a request as follows: “In addition it would be helpful if 
you would relate the alternative proposals to any other plans now 
under consideration by the Department of the Interior * * *.” In 
this regard it can be reported that the Bureau of Reclamation as- 
sisted by Bonneville Power Administration completed a report in 
November 1956 which describes, on the basis of reconnaissance esti- 
mates, the costs and benefits of a high dam at the Pleasant Valley 
site. The report appears to be particularly pertinent to the request 
because of the overlap in head which would be developed by a high 
Pleasant Valley structure. 
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I. System prime power capability for base system with and without Hells 
Canyon project 


[Minimum year hydro (1936-37)] 


























Base system Base system plus Increments attribut- 
Hells Canyon able to Hells Canyon 
Plant 
Nominal Nominal Nominal 
Units prime Units prime Units prime 
average average average 

megawatts megawatts megawatts 
ROT TIOUN ied onaecdenssbons 4 208 4 
EE I gta cpreccemnenni 3 26 3 
Grand Coulee. ..............-- 18 1, 337 18 
I I iti aiicnhniaictaetin 12 681 14 
RE 9 525 ll 
_. ( — ees 10 560 14 
IS Senso eee ecb teneee 10 403 10 
NON RE TA 3 147 4 
hs. chnadiadhtetinittnnduninenme 2 31 2 
a 1 10 1 
ee 3 25 3 
i lia caren 1 8 1 
We ee ee wa 2 ll 2 
Sy ON ns eh ntact tiawceensncte 8 
ck vichinininteadotnbnndanteanunennes | Ble Bectkawsnes 

NOTES 


1. The “‘base system” includes all Federal projects, existing or under constructicn, for which the Bonne- 
ville Power Administration is the marketing agent and thus includes all plants listed in the 1st column 
except Hells Canyon which is neither authorized nor under construction. 

2. Storage drawdown period is Sept. 15, 1936, through Apr. 15, 1937. 


Il. System prime power capability for base system with and without 3 Idaho 
Power Co. dams 
[Minimum hydro year 1936-57] 


[Average megawatts] 





Base system | Increment 
plus 3 Idaho | attributable 















Plant Base system | Power Co. to 3 Idaho 
dams Power Co. 
dams 

i a clinsinleSepcilbiniinadiibaakenadeaiidinwited oe 208 ODE .. .coosmantddee 
I a es les oe aieiineae 26 27 1 
i al pen tine anlaieb heininiinwalo-ess 1, 331 —6 
a se een tleeindbniamimenunneh cannes SE th adasaceanicioninisinns 
llc otis eatin 539 14 
i en cinliemilonoied 574 14 
I a esi btnielitlacon 412 9 
ee aiken esigabinmniomnnehinniendess 164 17 
EE SS. 20 ot oe 2 ice ubbneeeestenaisewnsadeienlths OR Pcnceckindinenae 
esa neatniiningiingennewbmennn PO: di nacsnbianuad 
ihe 269 269 
I clases iedianeinsenonne maken . 125 125 
I ial 219 219 
atari sin tl alana bie eemnene 4, 634 662 











NOTES 


1. The “base system” includes all Federal projects, existing or under construction, for which the Bonne- 
ville Power Administration is the marketing agent and thus includes all plants listed in the Ist column 
except Brownlee, Oxbow and Hells Canyon which are being proposed for construction by the Idaho Power 


0. 
2. Storage drawdown period is Sept 15, 1936, through Apr. 15, 1937, 
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III. System prime power capability for phase C-2 system (less Glacier View) 
with and without Hells Canyon 


[Critical hydro period] 








Without Hells With Hells Increments attrib- 
Canyon Canyon utable to Hells 
Canyon 
Plants 

Nomina] Nominal 

prime prime 

Units average Units average 

mega- mega- 

watts watts 
NE RENEE E... ccssn.x'sgmretbblilecininandaiiaiel 4 187 4 124 
Libby (5,180,000 acre-feet) ................. 6 264 6 222 
DEOOTL. FOS cthikeblcddcnniadlibehtdcansid 3 29 3 24 
I Bids occcnsinnsieinthililhaminwismsatibasgia 18 1, 631 18 1, 741 
CARO ONIN Din, acisttiisiseenristincianinmnonnminnaial 16 815 18 877 
gD a ene Pa 16 735 18 793 
DCINOE TD cn cvhdediusnososicubdiicacmenwad 13 583 14 646 
GORD DAT sicicdddcccdcwsiudiddbnustiiiadiimt 12 675 13 745 
| ee aes eee 13 651 15 710 
NOTIN ak... cn casnesiisiseieaclttiibeindessaeneniiadeameaall 10 458 10 490 
Sl SOE io ith on aceneundndibvamawes 4 3 137 4 182 
Lower Monumental.............-...-. d 3 130 4 172 
ee RON OLY cc cciekdindicbumnenchaed 3 139 4 186 
ER STI asin ie cd ncintincént 3 114 4 152 
Upper.Snake Basin plants................]...<-<---- See Tactanconsk 189 
Willamette Valley plants. ................].........- | Metbardab ee 133 
RD ROT DIRRI...... aint atanscccnesdtnniueeneen Ee. Seseicpmnaiecers 16 
Less Columbia Basin irrigation...........|-........- WES Tosnamacacl —39 
Gees CORTE. B. cccinnitindsdbasecuncsnnknemiieiialmsindiitemsinn 8 637 
WOE, cocwocedascensouncaunnmalalnnn nas OS 8, 000 

NOTES 


1. The critical hydro periods for the system are as follows: System excluding Hells Canyon Sept. 1 through 
Ape. 20; system including Hells Canyon September-April 1929-30, August-April 1930-31, and August- 

arch 1931-32. 

2. The phase C-2 system includes all Federal projects existing, under construction or authorized except 
Hells Canyon which is neither under construction nor authorized. Priest Rapids was authorized and 
included in the phase C-2 system in H. Doc. 531. It was subsequently deauthorized and is now under 
construction by Grant County PUD, a non-Federal utility. 

3. Upper Snake plants include: Boise diversion and Black Canyon, Anderson Ranch, Minidoka Pali- 
sades, American Falls, Upper Scriver, Lower Scriver, and Garden Valley. 


28002°—58 5S. Rept., 85-1, vol. 2———82 
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IV. System prime power capability for phase O-2 system (less Glacier View) 
with $8 Idaho Power Co. plants added incrementally in place of Hells Canyon 


{Minimum year hydro (1936-37] 
(Thousands of kilowatts] 





With3Idaho| Without3 | Increase due 
Plant Power Co. | Idaho Power} to3 Idaho 
dams Co, dams Power Co, 
dams 


I nr rn ae loon ccanenumemnanigds 
I a ce cmtiiepabemieeobeniagnia 
SS EEE EEE ES 
Albent Falls 





ie icipeasieoiel 
Nee a ee a ecktiiienieemenind 
Id A  ieocetipeeemienientaah 
i Neen ee cin dcteieetaosanctedbuteaianasininind 

ns cena idasses 
EEE STO 
Less Columbia Basin irrigation............................... 








NOTES 


1. The phase C-2 system includes all Federal projects existing, under construction, or authorized except 
Hells Canyon which is neither under construction nor authorized. Priest Rapids was authorized and in- 
cluded in the phase C-2 system in H. Doc. 531. It was subsequently deauthorized and is now under con- 
struction by Grant County PUD, a non-Federal utility. 

2. The storage drawdown period is September 1936 through April 1937. 

3, Upper Snake plants include Boise diversion and Black Canyon, Anderson Ranch, Minidoka, Palisades, 
American Falls, Upper Scriver, Lower Scriver, and Garden Valley. 


QUESTION 2: COMPARATIVE GENERATING AND TRANSMISSION COSTS 


“The comparative generating and transmission costs of power 
from the two proposed developments per kilowatt-year at the load 
center, assuming financing and construction by the agencies proposed 
in each instance.” 

This Department has not made estimates of the costs for the Idaho 
Power Co.’s three projects in the Hells Canyon stretch of the Snake 
River. Testimony heretofore presented before the Federal Power 
Commission by witnesses from the Idaho Power Co. and other wit- 
nesses for the Federal Power Commission shows very great differ- 
ences in the estimated construction costs for the three-dam plan in 
the Hells Canyou reach of Snake River. We do not have adequate 
information pertaining to the estimated construction and annual 
costs of the three-dam plan being constructed by the Idaho Power 
Co., on the basis of financing being proposed by that company; hence, 
we are not in a position to prepare an estimate of per-kilowatt-year 
— of power delivered to load centers from the faaho Power Co. 

ants. 

: The following table summarizes the results of studies to determine 
the per-kilowatt cost of power delivered to load centers from the high 
Hells Canyon Dam, assuming April 1955 construction costs for the 
dam and powerplant and tentative estimates for annual transmission 
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costs. Information is presented for the incremental prime power 
generation shown in (a) and (0) only of question (1). 

The annual generation costs shown in this table are based on the 
use of the sinking-fund method for estimating annual replacements. 
Use of the modified service life method would result in s ightly dif- 
ferent estimates. 


Summary schedule for addition of Hells Canyon 








Item Unit Condition (a)|Condition (b) 
Average annual payout requirements: 
OT GaN ook sc hed snc ciy snntinbonsitnils Thousand dollars. _... 14, 573 15, 553 
Be Pe ccbeqneenentapeghuecttens eas Gk, ~cenbhsccesditiea 8, 526 9, 222 
TG hich bah neenill hn aisha A iets alia il i ia sae cae 23, 099 24, 775 
System prime power capability...................-- Megawatt............. 960 1,107 
Equivalent salable firm power !.....................]-.... CDi cnddminnitadbs 1, 250 1,441 
Annual payout requirements per kilowatt of prime: 
i ar a ee 15.18 14, 05 
TRAE. 1... nnucenciamianitenddagtbaieastnae’ Gls .titebonteaneps 8. 88 8. 33 
OL cheetah deaihinines povinsitiahecianiictpapgiinsths pidiaipmdleaniamecadeatia’ 24. 06 22. 38 
a ne 
cmmml payout requirements per kilowatt of salable 
m: 
ONS kcccididiSaituirdthicbsctehbibiculiiade Delle? ... ksh adidas. 11. 66 10.79 
TN - cocunccparvstinmhiapeeateamlindidannn 1 canliaitnitininibibinias 6. 82 
Dota... ncccsiiinthunttindspathettitsdeodieaemgendsnenpendtapdint 18. 48 17.19 


1 At load centers, assuming load factor of 75 percent, diversity factor of 1.05, and transmission losses of 
7 percent. : 

For case 1 (c) we do not have sufficient cost and capability data to 
provide precise results. However, we can make some rough esti- 
mates that we believe will give results within a reasonable ran 
In the answer to question (1) (c) it was indicated that the He 
Canyon project would add 735 megawatts of prime power. Based 
upon rough and preliminary estimates it appears that approximately 
the same amount of installed capacity as for case (1) (a) would be 
required at the downstream projects. Inasmuch as there is no 
change in the at-site capacity for the Hells Canyon project, the an- 
nual costs for the increment added by Hells Canyon would be the 
same as for case (1) (a). The 735 megawatts of prime power would 
be equivalent to 957 megawatts of salable firm power. Total annual 
cost for generation and transmission for case (1) (a) as shown above 
is $23,099,000. Annual costs per prime and salable firm kilowatt 
would be about $31.40 and $24.10, respectively. 


QUESTION 3: COMPARATIVE PRICE TO CONSUMERS 


“The comparative price at which the power produced at Hells 
Canyon would be sold to consumers in each instance under existing 
rates with cumulative costs to consumers in each instance over a 50- 
year period.” 

We are unable to answer precisely the question as to the compara- 
tive price at which Hells Canyon power would be sold to ultimate 
consumers under Idaho Power Co. and Federal Government develop- 
ments of the site. For one thing the rates to the ultimate consumer 
vary depending on the distribution agency. Costs of distribution, 
taxes, and other expenses, as well as generation costs, influence the 
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price the ultimate consumer pays for power. In the Pacific North- 
west, the cost of generation and transmission represents between 20 
and 35 percent of the cost to the ultimate consumer. Also, the 
amount of power generated would be different in the two cases, 
making comparison of the cumulative cost to consumers difficult. 
We have therefore attempted to answer the question on the basis of 
unit costs. 

Municipalities served by Bonneville Power Administration received 
an average of 8.75 mills per kilowatt-hour for energy sold in 1955. 
Prices varied from 6.27 mills per kilowatt-hour in the case of Tacoma 
to 14.86 mills for Bonners Ferry, Idaho. The average price of energy 
sold by all public utility districts supplied by Bonneville Power Ad- 
ministration was 9.63 mills with individual variations from 6.56 to 
18.22 mills. Cooperatives served by Bonneville received an average of 
14.79 mills per kilowatt-hour for putter sold in 1955. Specific price 
variation was large, ranging between 8.23 and 31.25 mills per kilowatt- 
hour. 

There is considerable variation also in the average price of power 
sold by the privately owned utilities in the Pacific Northwest. Their 
average in 1955 was 10.80 mills per kilowatt-hour. Lowest was 8.19 
mills in the case of Montana Power Co. which has a substantial indus- 
trial load. Highest was 19.38 mills for the Oregon system of Califor- 
nia-Pacific Utilities Co. which serves a largely rural area. Average 
price for Washington Water Power was 9.75 mills; for Portland Gen- 
eral Electric, 10.36 mills; Idaho Power Co., 11.10 mills; and for Pa- 
cific Power & Light, 12.76 mills. 

We are unable to estimate what effect, if any, the new generation 
would have on the Idaho Power Co.’s rates to ultimate consumers if 
it developed the site and all the power were sold through its system. 
If the site were developed by the Government pursuant to S. 555, 
about half the power would be sold in Idaho and over the 50-year 
period referred to in the question, under existing contracts, the other 
half would probably be sold primarily by public agencies now served 
by Bonneville. Under this latter condition the above average rates 
would indicate approximately the cost of power to ultimate consumers. 


QUESTION 4: BENEFITS TO IRRIGATION 


“The potential benefits to future irrigation in the Snake River Basin 
from each of the proposed Federal and Idaho Power projects in Hells 
Canyon.” 

The Idaho Power Co. plan will provide no benefits to irrigation in 
the Snake River Basin whereas provisions of S. 555 would, provide 
for financial assistance to irrigation development. Following amor- 
tization of Hells Canyon Dam, nearly $10 million annually would be 
available for irrigation assistance. Financial assistance to aid irri- 
gation could also be provided upon expiration of the 50-year Federal 
Power Commission license to the Idaho Power Co. There are many 
estimates of the potentially irrigable area in the Snake River Basin 
ranging upward to some 1,500,000 acres. Nearly all of these lands 
will require financial assistance if they are ever developed. 
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QUESTION 5: PROTECTION OF WATER RIGHTS 


“The protection provided to rights to the beneficial consumptive 
use of water by the alternative proposals. Under this heading it 
would be especially helpful if you would comment on any amend- 
ment of the language of section 2 of S. 555 which would increase the 
protection provided by the bill to such rights.” 

This Department in its letter of July 7, 1953, to the Federal Power 
Commission commenting on the application of the Idaho Power Co. 
for a license for projects Nos. 1971, 2132, and 2133, recommended that 
the Commission include in the license, if granted, a stipulation that 
would subordinate the operation of each of the projects to all rights 
to future upstream diversion for irrigation or beneficial consumptive 
uses validly established under State laws. 

As issued article 41 of the FPC license provides: 

“The project shall be operated in such manner as will not conflict 
with the future depletion in flow of the waters of the Snake River and 
its tributaries, or prevent or interfere with the future upstream di- 
version and use of such water above the backwater created by the proj- 
ect, for the irrigation of lands and other beneficial consumptive uses 
in the Snake River waterhead.” 

Section 2 of S. 555 reads as follows: 

Sec. 2. Notwithstanding the provisions of any other law, the opera- 
tion of the Hells Canyon Dam shall not conflict with, and shall be sub- 
ordinate to, present and future rights to the use of water for irrigation 
or other beneficial consumptive uses, whether now or hereafter exist- 
ing, valid under State law, of the waters of the Snake River and its 
tributaries upstream from the dam and downstream.” 

The language of the FPC license has been regarded as adequately 
fulfilling the recommendation made by the Department in its July 7, 
1953, letter. The language of S. 555 in practical results meets the 
same objective. 


FURTHER QUESTION RE DESIRABILITY OF INCREASE IN INSTALLED 
GENERATING CAPACITY AT HELLS CANYON DAM 


No studies have been made by this Department of the desirability 
of increasing ultimate installed capacity at high Hells Canyon Dam 
from 900,000 kilowatts to 1,500,000 kilowatts. Ultimate installations 
at Pacific Northwest hydroelectric projects have been studied in a 
cursory manner by a subcommittee of the Columbia Basin Interagency 
Committee. High Hells Canyon was not one of the projects so 
studied, however, as the subcommittee assumed that existing FPC 
licenses for projects on the Middle Snake River would prevail. 

The desirability of providing installed capacity in excess of 900,000 
kilowatts is an economic problem. The powerhouse designed for the 
1948 report provides for nine 100,000-kilowatt units ultimately. 
Units in addition to these nine would have an ultimate value which 1s 
measured by the cost of alternative thermal-electric capacity, appro- 
priately corrected for transmission cost and value of any incremental 
energy. Minimum provisions for installation of these additional units 
would bear a continuing annual cost until all installations were com- 
pleted. If this annual cost, accumulated over the pores during 
which the units are not needed, plus the cost of installing the units 
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were found to be less than their value, then minimum provision for 
additional units would be economically desirable. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., March 4, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 


Dear Mr. Cuatrrman: Reference is made to your requests to the 
Secretary of the Army and the Chief of Engineers for the views of 
the Department of the Army with respect to S. 555, 85th Congress, 
a bill to authorize the construction, operation, and maintenance of 
the Hells Canyon Dam on the Snake River between Idaho and Oregon, 
and for related purposes. Your letter to the Secretary of the Army 
requested an analysis, including pertinent statistical data, on a number 
of questions related to this matter. 

The Department of the Army has considered the above-mentioned 
bill. The purpose of the bill is to authorize the Secretary of the 
Interior to construct the Hells Canyon Dam on the Snake River and 
the Scriver Creek power facilities of the Payette unit of the Mountain 
Home division. The bill refers to a report approved by the Secretary 
of the Interior on May 11, 1951, modifying the basic report in volume 
2 of House Document No. 473, 81st Congress. The report of May 
11, 1951, has not been referred to this Department for review and we 
are not in a position to comment with respect to the modifications 
proposed therein. 

This Department has an interest in the proposed Hells Canyon 
Dam to the extent that it is considered essential that any legislation 
authorizing the Hells Canyon project make specific provision for 
seasonal allocation of storage to flood control, and that the storage 
allocated to flood control and navigation be subject to regulation by 
the Secretary of the Army as provided in section 7 of the Flood Con- 
trol Act of December 22, 1944. 

Section 3 (c) of the bill authorizes and directs the Secretary of the 
Interior to supply and transmit from the McNary Dam the necessary 
construction power for the Hells Canyon Dam. The purpose of this 
provision is not clear and might prove undesirable from an economic 
standpoint. 

Section 4 of the bill provides for the establishment of a Snake 
River project account but does not provide specific information as 
to how the account would operate. The Department of the Army is 
not opposed to the use of excess power revenues over and above the 
total power costs to assist in the repayment of irrigation costs in the 
same general area where such excess revenues are derived. 

As you know, the Idaho Power Co. is proceeding with construction 
on the Snake River in the Hells Canyon area pursuant to Federal 
Power Commission license. The Department of the Army would pre- 
fer to express no opinion as to advisability of enactment of this bill 
to authorize works in an area where the Power Commission has 
exercised jurisdiction. 

With respect to the specific questions in your letter, the following 
information and comments are furnished. The numbered sections 
below correspond to the numbered paragraphs of your letter: 
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(1) There have been several plans considered over the years to 
provide storage on the Snake River in the reach between the Salmon 
and Payette Rivers. These plans have been studied in varying degrees 
of engineering detail. Six alternative plans which have a reasonable 
degree of engineering feasibility have been indicated on attached table 
1. The usable storage of these plans ranges from 3,880,000 acre-feet 
to 1,500,000 acre-feet. 

(2) It has been assumed by the Corps of Engineers, in connection 
with their current 308 review study of the Columbia River Basin, that 
the license granted by the Federal Power Commission to the Idaho 
Power Co. for the Brownlee, Oxbow, and Hells Canyon projects estab- 
lished the plan of development for that reach of Snake River and 
expenditure of funds for further study by the Corps of Engineers 
was not warranted. Similarly, application of the Pacific Northwest 
Power Co. to the Federal Power Commission for a license to construct 
the Mountain Sheep and Pleasant Valley projects and their accept- 
ance of the application for review and consideration in accordance 
with provisions of the Federal Power Act placed the responsibility 
for decision as to the plan of development to be adopted for that 
reach of the river with the Federal Power Commission. Pending 
decision by the Federal Power Commission the Corps of Engineers 
has regarded these proposals as representing the planned develop- 
ment. However, recent developments with respect to Pleasant Valley 
may change this concept. The Brownlee and Pleasant Valley projects 
included in this plan of development would provide a total of $1,500,- 
000 acre-feet of usable storage. Addition of this storage to that now 
existing upstream plus development of the Garden Valley project 
on the Payette River will provide effective flood control for the Snake 
River above the Salmon but of course to a lesser degree than planned 
in phase C in House document 531, which would have provided nearly 
complete control of the 1894 flood. In terms of percent of flood water 
stored as related to volume of flood discharge in the Hells Canyon 
reach during the control period, the lesser plan offers 60 to 65 percent 
control and the House document 531 plan offers 75 to 80 percent. 
Since the outflow from the Hells Canyon project as studied in House 
document 531 was reduced to a minimum figure during the control 
period, the phase D goal for the Hells Canyon reach is coincident with 
phase C. 

(3) S. 555 would authorize construction and operation of the Hells 
Canyon project as proposed by the Bureau of Reclamation in House 
document 473, 81st Congress. This project would provide a total 
usable storage of 3,880,000 acre-feet. Additional storage could be pro- 
vided in the reach between the mouth of Salmon River and the Hells 
Canyon site. For full control of Snake River during a flood of the 
magnitude of the 1894 flood, flood routings in House document 531 
showed a need for 2,600,000 acre-feet of storage in Hells Canyon. 
With necessary releases for minimum downstream flow during the 
flood period, the same operation would utilize 2,300,000 acre-feet. 

(4) The present plans of the Idaho Power Co., which conflict with 
the high Hells Canyon project referred to in S. 555, will provide 1 
million acre-feet of mile flood-control storage. In the same reach 
between the Salmon River and the Hells Canyon site, the Pleasant 
Valley project proposed by the Pacific Northwest Power Co. will pro- 
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vide 500,000 acre-feet of usable flood-control storage. This would 
make a total of 1,500,000 acre-feet. As noted above, this is less than 
the maximum potential and less than previously contemplated for this 
reach of the river in House document 531, when flood control at this 

oint was envisioned. For control of the 1894 flood to 800,000 cubic 

eet per second at The Dalles, a reduction of storage on Snake River 
like reductions in other elements of the main control plan will require 
its replacement in some other Columbia Basin location. Storage on 
the Solnche or Clearwater Rivers as you mention would be appro- 
priate for part of this replacement. Construction of the Bruces Eddy 
and Penny Cliffs projects on the Clearwater River would permit stor- 
ing 60 to 65 percent of the flood runoff of the Clearwater River above 
Lewiston during the control period. Water stored in reservoirs of the 
main control len as studied in House document 531 in controlling 
the 1894 flood to 800,000 cubic feet per second amounted to about 30 
—— of the natural flood runoff at The Dalles during the control 
period. 

Your last question (unnumbered) requests the corps’ view relative 
to the power installation contemplated. The Corps of Engineers has 
made no studies of the desirable ultimate power installation for a high 
Hells Canyon project since preparation of House document 531 in 
1947-48, and hence is not in a position to express an opinion concern- 
ing this matter. 

Inasmuch as the committee has requested that the report be expe- 
dited, it is submitted without a determination by the Bureau of the 
Budget as to whether or not it conforms to the program of the Presi- 
dent. As soon as such advice is received it will be forwarded to your 
committee. 

Sincerely yours, 


Wuzer M. Broucrer, 
Secretary of the Army. 
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TABLE I.—Storage plans, Hells Canyon reach, Snake River 








Normal Mini- | Total usable 
pool ele- |mum pool) storage flood 











Plan reference Projects vation |elevation| control and Remarks 
(feet) (feet) power 
(acre-feet) 
(1) H. Doc. No. 531.......| Hells Canyon......- 2, 075 1, 845 3, 280, 000 
(2) H. Doc. No. 473 1......]....- OD ctaitinnninnn 2, 077 1, 788 3, 880, 000 | Slightly higher pool 
and greater draw- 
down than in H. 
Doc. No. 531. 
(8) S. Doc. No. 51:! 
(a) With storage | Mountain Sheep.--.- 9 TRF teiciond @) 
at Hells] Pleasant Valley..... BD cee ik aie () 
Canyon in | Hells Canyon....... 2, 077 1, 788 3, 880, 000 
lieu of | - 
Brownlee, 
TF OO gett airmen cscicitenivnipliveantiina tsdapidia sai tae tian 3, 880, 000 
(0) With storage | Mountain Sheep... EE cccnnimaiin (?) 
at Brownlee | Pleasant Valley... 1, 510 1, 410 520, 000 
and Pleasant | Hells Canyon 3__...- Es GEO Ictichswdere (?) 
Valley inlieu | Oxbow #__....-..... ise Seacentnacn @) 
of Hells Can- | Brownlee 3.........- 2, 077 1, 976 1, 000, 000 
yon, 
2 OER). -coveleconencessecsinaeliaemesnsheiesenl 1, 520, 000 
(4) Plan with storage at | Mountain Sheep 1... Tis ME Rccieeititi asi () 
Brownlee and high | High Pleasant Val- 1,685 | 1,570+ 1, 300,000 | Backwater of high 
Pleasant Valley. ley.! Pleasant Valley 
Oxbow 9..csconcnsae 1, BOO lomimedenen (?) would extend to 
Brownlee #.......... 2, 077 1, 976 1, 000, 000 Oxbow site. 
FORD. cccinsoicnemcinintiiail dilly tiiiiniatitipinisienspiailaladaa Rated ates eae 2, 300, 000 
(5) Private utility projects.| Mountain Sheep 4... 1,113 1, 083 (?) 
Pleasant Valley 4_... 1, 490 1, 386 500, 000 
Hells Canyon #._.... En @) 
SEY acs cceettisateaenen DED Busitedteldl () 
Brownlee *.......... 2, 077 1, 976 1, 000, 000 
DORE cicidteannccninlaidaimeciadtitiiodinell steadied 1, 500, 000 


1 Based on data by Bureau of Reclamation. 

3 Pondage. 

* Licensed for construction by Idaho Power Co. 

4 License to construct Mountain Sheep and Pleasant Valley applied for by Pacific Northwest Power Oo. 
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Appenprx A 


Status of main control plant projects, current C-2 phase 














Start First 
Project River Authorization fo con- | gener- 

struc- | ation 

tion 
RS Se ee oe Columbia........- Rivers and Harbors Act of 1935....| 1934 1936 
I seca atie OB. cctdotkawboetecens ivnessiatnn i asdudebdib ide dot 1934 1941 
Sg Le eee oe rex, Flat- | Hungry Horse Dam Act (1944)....| 1945 1952 

ead. 

NS RSE beer Es oeror eeteeees Columbia........- Rivers and Harbors Act of 1945....| 1947 1953 
ON US REE He | eee pee Aaasaaames ablbmanetennan den 1955 () 
Lower Monumental............]-...- i Sdiedencetecd PR area td Oe. cena iessakettoanatuals 
EN IID. cnclatnenncmieian tani Di iccscentensnn|eoans Seth Duan Ueiddiphnensieinguaignkinal one enbnietuidlin 
I ME linia bekidatieinel aaa Ri. ntrtcsdtaclogoot PD Mitchcbck Sonywecctitadaks sooth uabbesienad 
Chief Joseph (Foster Creek)-...| Columbia__......- Rivers and Harbors Act of 1946_...| 1949 1955 
eae Pend Oreille.....- Flood Control Act of 1950........- 1951 1955 
a a ila MOONE . ck ccdduclocues Piiekscnstinatbielcncvdcensncnslstassuenseananee 
6!” I, crasmecal vanes i escbediienssandubiseananenndhvhans kiana 
II hi cincikeounntndketguatwiowcc Pikccsiacndnecal cand stibincisbiinedabendamaiadetacostieases cans 
I INN... occiaciutivacssumeteberadenytenaied i ccibiwpiigettsmmend WD da nninithindinnieaitnabicaianteiiel 1952 | 11957 
NOR. cnaicustndaevcan BE canautendban DEUS FOr CIE oc cutiosecdcinptlncsudcastoobeben < 





1 Under construction. 
2 Deauthorized by Public Law 544, 83d Cong., 2d sess., for a period of 2 years to permit an attempt at 
development by local groups. 





Appenpix B 


Annual runoff of Snake River, 1911-23 at Weiser; 1924-54 at Oxbow 


Runoff Runoff 
Year ending Sept. 30— (acre-feet) | Year ending Sept. 30—Con. (acre-feet) 
DE Ricciccninestiniininaians 16, 000, 000 I ai a aaa 10, 500, 000 
a al 16, 800, 000 | RO ee a 8, 197, 000 
sia ie tn aiicminiieeminhs 16, 200, 000 MU ics taicin tea Scteceinsaidisctclicecs 8, 512, 000 
es 16, 200, 000 Ta a re 11, 750, 000 
a aaa mei 10, 400, 000 BT cial ae 9, 058, 000 
at aeteti ceria icla aint eemininaladl 17, 100, 000 ae 15, 510, 000 
es 18, 000, 000 a 10, 670, 000 
ee ee aE 14, 600, 000 a 10, 980, 000 
I a ctl lta ite 12, 200, 000 2? SEES ar aennea aoe rn 11, 010, 000 
EE Se erence 10, 700, 000 RS ae a ee 13, 160, 000 
ea 18, 300, 000 ge 19, 750, 000 
15, 500, 000 tas ee 11, 270, 000 
SN ice telaccds ncisseniarcemeaiaidlitanaians 12, 800, 000 a a 12, 420, 000 
a a a a ea a 9, 420, 000 ee 15, 950, 000 
a 15, 000, 000 a a 13, 190, 000 
Danial tae tera etnies 10, 300, 000 Ii a a ik 13, 450, 000 
eee 15, 500, 000 tiie een ee 12, 900, 000 
aa 17, 200, 000 I cc alt 14, 100, 000 
Nile scotia nd acca cici cinta 11, 400, 000 TOT ical nein aiiaasth cele ai 16, 490, 000 
areal 9, 790, 000 iia a 20, 430, 000 
a 8, 080, 000 I iat aha 13, 860, 000 
aa ed 11, 900, 000 Se lacie Reidisctesc einiaaasas 2, 180, 000 
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NOTES 


Average annual runoff at Oxbow station, 1924 to 1951, inclusive, 12,700,000 acre-feet. 


Average annual inflow between Weiser and Oxbow stations, 1924 to 1952, inclusive, 
about 500,000 acre-feet. 


Statistics supplied by United States Geological Survey. 
Active storage capacity of Hells Canyon, 3,880,000 acre-feet. 


Appenpix C 
Estimates OF Power Propuction 


Power benefits of Hells Canyon Dam depend considerably upon the 
time schedule of construction of other projects in the main control 
lan and the later b evee of the comprehensive plan. Power benefits 
lime been estimated by the Bureau of Reclamation and the Bonneville 
Power Administration, the two agencies directly concerned with oper- 
ation of the proposed project and sale of the power, as the additional 
ower in the Federal Columbia River system resulting from adding 
Hells Canyon Dam. These estimates and the assumptions are as 

follows: 

[1,000 kilowatts] 





Added by Hells Canyon 
Dam to system 
Assumption 


Prime _ | Salable firm 
power power 


BONNEVILLE POWER ADMINISTRATION 


1, Addition to 12 projects under construction and existing, not including Ice 

SO bck canuniven sees Lcudbvcmagedsbudintatninthiiciaeaih a . 895 1, 165 
2, Addition to phase C-2 system, 14 major projects and 19 minor projects, exist- 

ing, under construction, and authorized, with 4,250,000 acre-feet of usable 


storage at Libby project...............-..--..--- ; a ae ee 1, 122 1, 461 

3, Addition to phase C-2 system, as above, but with 6,483,000 acre-feet of usable 
GREENS 60 LIE Whe cc cenncinttntentecctnccsoniinneaicaannane 961 1, 251 

BUREAU OF RECLAMATION 

4, 8-month critical period (1936-37). Addition to projects under construction 
and existing. -_- Se on viiedhedendianicah ieee egeiistrd deh biipenindaiiaiiameneiaaeiel | ee 
Addition to existing and authorized system -_-----.-- nennaktaa deatadasie aimee B, BOO Titekcucsbane 

5, 31-month critical period (1928-32). Addition to existing and authorized sys- 
tem aelathe x FS cugueaen a niedilie se dtiahl OFS Tictdntecenen 

6. 42-month critical period (1928-32). Addition to existing, authorized, and 
DUCE PINT nic. occ cndncnsscktapethapincpeicndatasebanietinannatiedion CO tack dddbes * 





1Ice Harbor Dam was commenced after this data was provided. Hells Canyon Dam storage will add 
65,000 kilowatts to its prime power production. 


For immediate practical purposes power contracts and marketing 
at present would be based on the Bonneville estimates using the 12 
projects under construction and existing. Bonneville would sell about 
1,165,000 kilowatts of firm power attributable to Hells Canyon Dam. 
In the event remaining authorized projects were placed under con- 
struction also, salable firm power crec ited to Hells Canyon Dam would 
amount to between 1,165,000 and 1,461,000 kilowatts. 


AppEenpix D 
Tur OveRWHELMING SuPERIORITY OF THE Hico Hetirs Canyon DAm 


The high Hells Canyon project proposed to be authorized by S. 1333 
is so far superior in every respect to the private three-dam develop- 
ment proposed by the Idaho Power Co., that there is agreement on 
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this point by disinterested experts. Even the Federal Power Com- 
mission, which approved the license for the three private dams—one 
of which may never be built under the terms of the license—recog- 
nized that the high Hells Canyon Dam would produce more power, 
more flood control, navigation, recreation, and potential irrigation 
benefits than could be credited to the private proposal. To justify its 
appreval of the license, it was forced to rely on nonfundamental as- 
pects of the controversy. 

Inasmuch as the Commission’s opinion does not reveal the quanti- 
tative estimates on which it based its evaluation of the high dam and 
3-dam projects before it, figures on the 3-dam plan for the following 
comparison have been drawn from the examiner’s decision. Except 
for the cost figures, for which the examiner relied purimarily on the 
FPC staff, the data represent averages of what the examiner consid- 
ered to be the more reliable estimates, including those of the Bureau 
of Reclamation, Bonneville Power Administration, and FPC staff. 


Comparison of high Hells Canyon dam with Idaho Power Co. dam plan 
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to subsidize). 





1 Although the FPC license is for 3 projects, it provides no assurance that more than 2 will ever be con- 
structed. At p. 20 of the Opinion and Order Issuing License the Commission stated: 

“If a sufficient load does not develop to justify construction of low Hells Canyon within the time limits 
imposed in the license, the Commission may either extend the time for corstruction or terminate the license 
for that project, whichever is in the public interest at the time the matter is under consideration.” 

$ Examiner’s figure, 0.91 to 1; Commission’s figures, 1.29to 1. (Annual value of power at market divided 
by annual cost of power at market) 

Many of the major contributions of the high Hells Canyon Dam 
cannot be compressed into tabular form. They have been indicated 
in earlier sections of this report, and will only be briefly listed here: 

1. The high dam is an essential element of the main control plan, 
making full use of the resource potential of the middle stretch of the 
Snake. The three dams are inconsistent with the main control plan 
and would not make full use of the resource. 

2. Storage releases from the high dam would add 436,000 prime 
kilowatts to the 8 Federal down-river dams in operation, under con- 
struction, and authorized. The Idaho Power Brownlee storage proj- 
ect, in contrast, provides no such downstream increase in power output. 

4 ‘ . . 

3. The high dam would substantially aid the storage projects in the 
main control plan to supply the full measure of storage estimated to 
be required to control] the most disastrous flood of record, that of 1894. 
In fact, the high Hells Canyon Dam storage would provide a margin 
of control beyond that needed from this reach of Snake River for the 








HELLS CANYON DAM 61 


1894 flood, and worse floods are possible. The three-dam plan would 
provide not even half the amount of control required for the 1894 flood, 
and barely one-quarter the amount of control furnished by the high 
dam. 

4. The downstream benefits conferred by the high dam are essential 
to the feasibility of the slack-water navigation route on the lower 
Snake, from Ice Harbor to Lewiston. The three-dam plan would not 
provide these benefits. 

5. The large high dam and its long reservoir would create an un- 
equaled tourist attraction and a sportsman’s paradise. The three-dam 
plan would provide no such benefits. 

6. The Government would preserve and improve fish and wildlife in 
connection with its construction of the high dam. According to the 
July 3, 1953, protest of the Oregon Fish Commission filed with the 
FPC, the company projects would not. 

7. Power from the high dam would be available all over the Pacific 
Northwest, with a special 500,000 firm kilowatt reservation for eastern 
Oregon and the State of Idaho, where low-cost power is not now avail- 
able. The three-dam plan would make much less power available only 
within the Idaho Power Co. service area and at much higher cost. 

8. Power from the high dam would at last permit full-scale devel- 
opment of the vast phosphate-rock deposits of the eastern Idaho-Utah 
area, to be manufactured into low-cost phosphate fertilizer required 
by western and midwestern farmers. The three-dam plan would not 
permit much expansion of the present limited operation. 

9. Power from the high dam, because of its low cost, would stimu- 
late growth of electroprocess and other industries in the Pacific 
Northwest, with the resulting spurt in economic activity and employ- 
ment. The three-dam plan would not. 

10. Power from the high dam would serve to stimulate mineral 
production from low-grade deposits in the Pacific Northwest, some 
of which are of strategic importance to national security. Power 
from the three dams would not. 

11. Power revenues from the high Hells Canyon Dam could—if so 
authorized—serve to expand irrigation in the central and upper Snake 
Basin, Power revenues from the three dams would not be available 
for such a purpose. 

12. Power from the high dam would create 35,000 jobs in manu- 
facturing, another 35,000 jobs in service industries, and create new 
industries producing $700 million in manufactured products annually 
in the Pacific Northwest. The 3 dams would stimulate little, if any, 
such additional employment, but would merely provide for Idaho 
Power Co.’s normal load growth for 20 years, a result which could be 
provided by any reasonably priced power source. 

13. Power from the high dam would lead to an addition of $45 
million in annual Federal income and corporation taxes; $3 million 
annually in local property taxes. The 3-dam plan would pay Federal 
and local taxes of $9 million, if the accelerated tax amortization cer- 
tificate applied for by Idaho Power Co. were refused, 
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Apprenpix E 


FPC Examiner’s CoMpaARATIVE Fiagures For THE HigH DAM AND THE 
Turee-Dam PLAN 


Although the committee does not accept the Federal Power Com- 
mission examiner’s findings in preference to those of the technical 
experts of the Department of the Interior, it believes a summary of 
them is relevant to indicate the strange twisting of words involved in 
the statutory finding by the examiner and the Commission itself that 
the three-dam plan was “best adapted to a comprehensive plan” as 
required by section 10 (a) of the Federal Power Act. 

The only figure which has been changed in this comparison from 
those of the examiner is the figure for the cost of the high dam. The 
examiner accepted without question the 1952 estimate of cost provided 
by Mr. Cecil Hoisington, Chief of the Estimates and Analyses Branch, 
Construction Division, Bureau of Reclamation. The committee has 
similarly accepted Mr. Hoisington’s later figure provided during the 
hearings on May 2, 1955. 

The examiner’s findings stand unchallenged by the later opinion 
and order issuing license of the Commission itself. 





entire region. 
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. Development of phosphate 
fertilizer. 


10. Development of  electro- 
process industries, 


11. Cost of project (less transmis- 
sion lines). 
12. The better investment....... 


13. Benefit-to-cost ratio.......... 





“The high-dam project, by pro- 
viding power at low rates, might 
be expected to stimulate large- 
scale development of the phos- 
phate resources and large-scale 
expansion of fertilizer produc- 
tion (examiner’s finding No. 
159). 

“The high-dam project, because of 
its high volume and low cost 
power output, might be expected 
to stimulate the expansion of 
electroprocess industries to a 
greater extent than the 3-dam 
plan, including those which 
would utilize regional mineral 
resources” (examiner’s finding 
No. 162). 


S568, TED AND... cncocccupsaccccysec- 


FPO examiner said: “The facts 
seem to point to the inescapable 
conclusion that with the marked 
and substantial advantage of 
the Government’s credit the 
high dam would be dollar-for 
dollar the better investment and 
the more nearly ideal develop- 
ment of the middle Snake.” 





“The 3-dam plan would stimulate 


less phosphate development and 
less fertilizer production than the 
high-dam project” (examiner’s 
finding No. 160). 


(See examiner’s finding No. 162 


opposite.) 


$175,766,000. 


0.91 to 1 (dividing the examiner’s 


figures on annual value of power 
at market by the annual cost of 
power at market. This shows 
the 3-dam plan to be economi- 
cally unfeasible.) 





1In fact, the FPO and company have indicated that the 3d dam may never be built even if the FPO 
decision is not reversed. 
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ExcerpPrep FINDINGS OF THE FEDERAL Powrr Commission EXAMINER 


(The following selections relating to the high dam from the findings 
of the examiner of the Federal Power Commissioner are included here 
for the factual information they provide in concise form, without any 
intention of indicating approval of them by the committee. The 
findings of the full Commission decision provide almost no informa- 
tion concerning the high dam and are not excerpted here.) 

(60) The Columbia River Basin is an interstate, international 
basin, and the Snake River is the largest tributary of the Columbia 
River. 

(61) The comprehensive plan for development of the Columbia 
River and its tributaries for flood control, navigation, power produc- 
tion, irrigation, recreation, and other purposes is embodied in the “308 
Review Report” of the Corps of Engineers, Department of the Army 
(H. Doe. 531, 81st Cong., 2d sess.), and the 1947 Columbia River Basin 
Report of the Department of the Interior (H. Doc. 473, 8ist Cong., 
2d sess.). These reports were brought into accord by the April 11, 
1949, agreement between the Secretaries of the Army and Interior 
(H. Doe. 473, vol. 2, pref., pp. 23-32), and the aforementioned reports 
were officially noticed for the purpose of this proceeding. 

(62) Ifthe comprehensive plan were carried out to its fullest extent, 
it would develop approximately 125 million acre-feet of storage for 
flood control and river regulation, about 32 million kilowatts of 
firm power, some 500 miles of uninterrupted inland navigation, a total 
of about 8 million acres of irrigated land. Fishery resources would 
be protected; mineral and other resources development would be for- 
warded. However, no detailed analysis for economic determination 
of the ultimate plan has been made. The plan has heretofore been 
characterized by this Commission as “a desirable and coordinated basic 
framework for the comprehensive development and utilization of the 
water resources of the Columbia River.” 

(63) The review report of the Army engineers summarized 
studies of the present and anticipated future needs of all the various 
parts of the basin for flood control, power, irrigation, recreation, and 
other water-use purposes, and embodied consideration of relative needs 
of various parts of the basin, desires of local and State interests, and 
the importance of various water-use functions. It recommended a 

lan of development which was coordinated to meet the needs of the 
co. to the extent economically justifiable, for a number of years to 
come as regards flood control, power, navigation, and irrigation, and 
indicated in more general terms how further needs might be fulfilled 
at a later date, consistent with pen development. 

(64) The core of the comprehensive plan is the so-called main con- 
trol plan. 

(65) The main control plan consists of a series of large, multiple- 
purpose reservoir projects to be operated as a coordinated system 
which, in conjunction with lower Columbia River levees, will control 
main-river floods, improve inland navigation, and furnish a large part 
of the power requirements of the region. Power considerations were 
the most important in the economics of project selection. 

(66) The main control plan includes the Hells Canyon project, 
which is called the high dam project for purposes of this proceeding. 
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(67) More than $1 billion of Federal funds have been invested in 
projects of the main control plan existing or under construction. 

(68) The existing projects of the main control plan, together with 
the regional Northwest transmission grid, constitute an electrically 
and hydraulically integrated Federal power system. 

(69) The main control plan is designed to achieve approximately 
27 million acre-feet of storage for flood control, approximately 12 
million kilowatts of installed generating capacity, practically the 
entire 500 mile inland navigation route, and extensive irrigation, 
recreation, and other public benefits. 

(70) Approximately 7 million acre-feet or about one-fourth of the 
flood-control goal of the main control plan has been achieved. The 
projects existing and under construction, as of 1954, will provide 
about one-half of the power objective of the main control plan. 

(71) Well-placed upstream storage is an essential element of the 
main control plan and the comprehensive plan. 

(72) The high-dam project was planned as a key upstream stora 
project in the main control plan; it would contribute appreciably 
to the objective of the main control plan. 

(73) The high-dam project is the farthest upstream and the only 
storage project in a chain of 6 projects in the main control plan for 
developing the Columbia-Snake Waterway ; the 5 downstream plants 
(John Day and the 4 lower Snake projects) have been authorized by 
the Congress. 

(74) The high-dam project power facilities would be intercon- 
nected with the re foal transmission grids and integrated with the 
Federal Columbia River power system. The high-dam project or any 
other storage project in the middle Snake could be so interconnected 
as to take advantage of the diversity of flow between the Columbia 
and the Snake, thus making full power use of the water resources. 

(75) The high-dam project would contribute about 12 percent of 
on flood-control objective still to be realized under the main control 

an. 

(76) The high-dam project, together with the existing and author- 
ized downstream plans on the Columbia and lower Snake, would com- 
plete—except for channel improvements—the development of the 
500 mile inland water transportation route. 

(77) The economic feasibility of the authorized but unbuilt plants 
in the main control plan, especially the four lower Snake plants, is 
dependent upon storage development in the middle Snake. 

(78) Irrigation of large acreages in the Snake subbasin is unlikely 
in the foreseeable future without financial assistance from some 
source. The high-dam project or any other federally built and fed- 
erally financed development could provide such financial assistance. 

(79) The three-dam scheme was planned, designed, and engineered 
primarily to meet the present and future power needs of the area ap- 
plicant is under an obligation to serve. 

(80) The three-dam scheme, if built, in whole or in part, would oc- 
cupy the reservoir area of the high-dam project and would preclude 
its construction, except at prohibitive cost. 

(81) Unless construction of new generating facilities in the Pacific 
Northwest is started soon, the region will be unable to meet its firm 
loads by about 1960; the region is already short of low-cost power for 
potential new electroprocess loads. 
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(82) The high-dam project would contribute substantially to alle- 
viating the regional power shortage and at the same time would meet 
power needs in the applicant’s service area, if such power were made 
available to the applicant at attractive rates and with some assurance 
of necessary continuity. 

(88) Flood control is a major objective of the main control plan 
and either the 3.88 million acre-feet of usable storage capacity claimed 
for the high-dam project by its proponents or the 2.3 million acre-feet 
effective storage assigned to the high-dam project by the Army engi- 
neers would contribute substantially to this objective. 

(94) An inland navigation route of about 500 miles from the mouth 
of the Columbia to Line Point, Idaho, is a major objective of this 
main control plan. 

(95) As an integral part of the main control plan, the high-dam 
project would contribute to this objective by providing water releases 
essential to power generation and, hence, affect the economic feasi- 
bility of authorized downstream projects (John Day and the four 
lower Snake dams) whose pools would form parts of the proposed 
slackwater route on the Columbia and lower Snake River. Storage 
on the Clearwater, and other storage in the middle Snake plus Brown- 
lee, is just as effective as the high-dam project in producing down- 
stream benefits at those projects. 

(96) The high-dam project would also provide releases to help 
maintain minimum flows of 13,000 cubic feet per second at Lime 
Point for open-river barge navigation between Lewiston and Lime 
Point, a distance of about 30 miles. 

(97) The high-dam project would also provide releases to reduce 
the need for channel dredging for deep-draft navigation on the lower 
Columbia below Bonneville. 

(98) The reservoir pool of the high-dam project, which would 
extend about 93 miles through the canyon, would afford access and 
low-cost transportation for the development of now relatively inacces- 
sible mineral resources in the canyon area. 

(99) Applicant’s proposed Brownlee pool would be about 39 miles 
shorter than the high-dam pool, and (if subject to wider and more 
frequent fluctuations) would be a less effective transportation medium 
insofar as navigation on the pool is concerned and would contribute 
little to the development of mineral resources in the canyon. 

(100) The Corps of Engineers has heretofore estimated annual 
navigation benefits of the high-dam pool at $75,000. 

(110) The high-dam project could develop the unique recreational 
potential of the Hells Canyon reach of the Snake River into an out- 
standing national recreation area. 

(111) The cost of construction for the recreation facilities which 
have been proposed in conjunction with the high-dam project has 
been estimated by the National Park Service as being approximately 
$1 million. 

(113) The National Park Service estimates that the high-dam 
project, with its access roads, facilities, and structures, would attract 
from 500,000 to 650,000 visitors a year, while applicant’s developments 
would attract about half as many. 

(116) With ample allowance for all foreseeable upstream irrigation 
water uses, a dependable water supply can reasonably be expected 
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for the efficient and economic operation of the high-dam project 
during its payout period. 

(117) As a fully integrated part of the existing Federal Northwest 
power system, the high-dam project would be operated to produce 
maximum system prime power and salable firm power. 

(121) Under an arithmetical average of the results obtained by 
several expert witnesses who used an incremental method, the high- 
dam project would contribute approximately 924 megawatts of prime 
power to the Federal system or about 1,200 megawatts of salable firm 
power. 

(122) Under the averaging methcd, according to the range of esti- 
mates in the record, the average prime power contribution of the high- 
dam project would be 911 megawatts over the 50-year payout period. 

(124) Sensible comparisons of the power contributions of the high- 
dam project integrated with the Federal system and the power con- 
tributions of the three-dam plan coordinated with the Federal system 
are not possible, since “integration” and “coordination” connote en- 
tirely different operations and thus must be expected to produce en- 
tirely different results. 

(153) If the assumption were made of financing, construction, and 
operation of either the high-dam or the 3-dam plan by the Federal 
Government, the high-dam project in the 1-dam plan would make 
possible the production of the maximum amount of economical power, 
and, according to the comparison made by the staff, the value of the 
power increment which would be provided by the 1-dam plan over the 
3-dam plan would be greater than its cost. (Cf. Staff proposed find- 
ing No. 20.) 

(154) A Federal project is economically justified if (1) the project 
benefits exceed the project costs, (2) each separable segment or pur- 
pose provides benefits at least equal to its costs, (3) the scale of de- 
velopment is such as to provide the maximum net benefits, and (4) 
there is no more economical means of accomplishing the same purpose. 
This is the doctrine expressed in the report of the subcommittee on 
benefits and costs on proposed practices for economic analysis of river 
basin projects. The test of economic feasibility of a project from a 
private construction standpoint applies to the salable product of such 
development and the actual revenue which may be reasonably expected 
from such development, since no revenue is derived by the private 
developer from nonpower benefits conferred. 

(155) The high-dam project apparently would pay out its reim- 
bursable costs with interest within a 50-year period, i. e., amortiza- 
tion of the Federal! investment allocated to power, together with costs 
of operation and maintenance. 

(157) About 60 percent of the national phosphate rock deposits 
are located, largely on Federal lands, in and around southeastern 
Idaho; there appears to be a growing regional and national need for 
high concentrate phosphate fertilizer. 

(158) Greater utilization of these phosphate resources, of which 
a large part are furnace grade, might be fostered by an abundant 
supply of electric power at about the prevailing Federal wholesale 
rate. 

(159) The high-dam project by providing power at low rates, might 
be expected to stimulate large-scale develonment of the phosphate 
resources and large-scale expansion of fertilizer production. 








HELLS CANYON DAM 67 


(160) The three-dam plan would stimulate less phosphate develop- 
ment and less fertilizer production than the high-dam project. 

(161) Electroprocess industries have contributed much to the in- 
creased industrialization of the Pacific Northwest and apparently 
constitute much of the region’s future industrial potential. 

(162) The high-dam project, because of its high volume and low- 
cost power output, might be expected to stimulate the expansion of 
electroprocess industries to a greater extent than the three-dam plan, 
including those which would utilize regional mineral resources. 

(163) The high-dam project, just as any large new source of low- 
cost power might be expected to do, would help the Snake subbasin 
by helping to: 

(a) Industrialize, diversify, and stabilize its still dominantly 
agricultural economy ; 

(6) Reduce its seasonal unemployment where such unemploy- 
ment is attributable to lack of industrial labor requirements; 

(c) Foster individual initiative and private business and in- 
dustrial enterprise; 

(d) Increase business and employment opportunities, broaden 
the tax base, and raise income levels and standards of living. 

(164) The high-dam project, just as any large new source of low- 
cost power might be expected to do, would stimulate throughout the 
Pacific Northwest : 

(a) Power-load development; 

(2) Greater utilization of power in industry, agriculture, com- 
merce, community, and service activities; 

(c) New business and employment opportunities; 

(d) Expansion of production and productivity ; 

(e) Development of minerals and other materials important 
to the regional! and national economy, and to national security ; 

(7) Strengthening of the regional and national economy. 

(167) If Federal development of the high-dam project were car- 
ried out in accordance with provisions of the Bonneville Project Act 
(50 Stat. 752) is must be assumed that all of the public purposes set 
forth in that act would be served. 

(171) Full economic utilization of the water resources of the middle 
Snake for power generation, flood control, navigation, recreation, irri- 
gation, and other purposes is a valid criterion of comprehensive multi- 
purpose water resources development; development of the full head 
or utilization of the full flow alone for power purposes is not. 

(172) No project proposed to supplant an economically feasible 
project in a comprehensive river-basin plan, if it would provide sub- 
stantially lesser direct or total benefits than the project to be sup- 
planted, can qualify as being “best adapted to a comprehensive plan 
for improving a waterway or waterways,” assuming both plans are 
ripe for proceeding, all financing, appropriation, authorization, or 
license authority or whatever preliminaries of this kind are necessary 
have been accomplished. 

(176) Large power production, flood control, navigation, and recre- 
ation benefits, the possibility of financial] assistance for irrigation or 
other public purposes, the utilization of phosphate resources on public 
lands and the stimulation of industries dependent upon low-cost power 
are public purposes which, in the aggregate, are factors to be taken 
into consideration in arriving at a judgment as to whether or not a 
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recommendation to Congress of Federal development of these particu- 
lar water resources should be submitted under section 7 (b). 

(177) The likelihood or absence of likelihood of authorization of 
and appropriation for development by the United States of particular 
water resources are factors which, with propriety, may be taken into 
consideration in arriving at a decision as to whether or not to recom- 
mend under section 7 (b) development of water resources by the 
United States itself. 

(179) Even assuming that substantial benefits would accrue to the 
people of the United States by Federal development of the Hells Can- 
yon site on the Snake River, and that such benefits would exceed by a 
substantial amount those to be conferred by development under pri- 
vate auspices by a licensee, there is no reason to assume that if a recom- 
mendation of Federal development were to be made under section 7 
(b) by the Commission, that development of these water resources 
would be undertaken by the United States within a foreseeable time. 

(180) It was not contemplated that the Federal Power Commission 
should make recommendations to Congress under section 7 (b) when, 
in its judgment, the likelihood of the acceptance of those recommenda- 
tions would be remote, 








INDIVIDUAL VIEWS ON S. 555, THE HELLS CANYON 
PROJECT, IDAHO-OREGON 


(Submitted by Senator Richard L. Neuberger) 


Mightiest of all the river systems of this Nation, as a source of en- 
ergy, is that of the Columbia River. It beats our country’s most so- 
norous anthem of waterpower as it rushes through great chasms to the 
sea. 
Yet, during the past 5 years, the Columbia River and its tribu- 
taries have not. been the scene of one new major authorization in the 
field of dam construction for flood control, hydroelectricity, naviga- 
tion and irrigation. By contrast, many authorizations have occurred 
on waterways of far less magnitude and of infinitely inferior po- 
tentialities. 

Out of the 100 million kilowatts of waterpower estimated to be 
available in the whole United States, over 30 million kilowatts lurk in 
the valleys of the Columbia and of its principal tributaries such as 
the Snake. 

This contrasts with 7,500,000 kilowatts in the Colorado River sys- 
tem and approximately 7 million kilowatts in the streams of the 
great Central Valley of California. 

The Creator, in his infinite wisdom, placed a vast reservoir of en- 
ergy in the Columbia River system. This occurs through the combi- 
nation of immense glacial networks, deep snowfalls, high mountain 
ranges, abysmal chasms and gorges, and heavy precipitation from the 
North Pacific’s stormy reaches. But, although the Columbia River 
and its feeders offer a magnificent opportunity for the generating of 
power at low cost, the present national administration has been ad- 
amantly opposed to outstanding new power developments in this 
region. 

In comparison with its attitude toward the Columbia River, is the 
administration’s far different attitude toward the Colorado River. 

The administration under President Eisenhower has supported the 
upper Colorado project, which will have an initial cost of $786 mil- 
lion and may eventually cost as much as $1,500 million. The Colorado 
River annually carries about 17 million acre-feet of water to the 
ocean—although the senior Senator from Nevada (Mr. Malone) indi- 
cated at a recent committee meeting that he believes this estimate may 
be too generous, that the volume may be as low as 16 million acre- 
feet. 

But the Columbia River carries down to the ocean over 180 million 
acre-feet of water. Yet the Eisenhower administration has not fa- 
vored or encouraged one major new Federal “start” in the Columbia 
Basin since it entered office in January of 1953. This hostility toward 
developments on our country’s principal waterpower stream is re- 
flected in the opposiiton to Hells Canyon Dam on the part of nearly 
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all Republican Members of the Senate—at least to date. It is my 
profound hope that this opposition will change. 

I wish to emphasize that I am not opposed to the costly develop- 
ments backed by the administration in the realm of the upper Colo- 
rado. I realize that such developments are necessary to the legitimate 
expansion and improvement of the Intermountain West. As a Mem- 
ber of the Senate and of the Interior Committee, I have backed the 
upper Colorado development. 

But, as a native son of the Pacific Northwest, I am curious to know 
why the administration supports expensive projects in the upper Col- 
orado but fiercely opposes far less costly projects in the Columbia 
Basin. This is a strange and weird discrimination against a major 
region of the United States. It can be explained only by one fact— 
that the sites in the upper Colorado area are so relatively poor that 
no private power company would think of touching them with a 
300-mile transmission line. The dam locations in the Columbia River 
Basin, by contrast, are so adaptable to economical and effective de- 
velopment that private utilities covet their exploitation. 

For many generations, it has been a policy of our Government to 

spend river-control funds where the need for such expenditures has 
existed. That is why about 38 percent of all Corps of Engineers ap- 
propraitions has been invested since the year 1900 on the Mississippi- 
Missouri River system. ‘This is the principal river system of our 
country, and it is where the major threat of floods has existed. 

Second greatest of our river systems in volume of water is that of 
the Columbia, and it exceeds the Mississippi-Missouri substantially 
in power potential because the Columbia bisects lofty mountain ranges 
rather than meandering across flat prairie and plains. In 1933 Presi- 
dent Franklin D. Roosevelt commenced the first Federal power and 
flood-control developments in history on the Columbia River. Be- 
tween 1933 and 1953 the following projects—large and small—were 
authorized for construction on the Columbia and its tributaries: 


Bonneville Ice Harbor Lower Granite 
Grand Coulee Detroit Lower Monumental 
McNary John Day Dorena 

The Dalles Cougar Holley 

Chief Joseph Hills Creek Cottage Grove 
Hungry Horse Green Peter Fern Ridge 
Lookout Point Little Goose 


But, since 1953, not one power and other multipurpose undertaking 
has been authorized by the Federal Government in the river basin 
where murmurs approximately one-third of all the potential water- 
power available in the United States. This is not only discrimination. 
It is blind and senseless waste of a resource of incalculable value, as 
the surging reaches of the Columbia pour unchecked and unused to 
tidewater and the sea. That is why the Hells Canyon issue is so vital 
a test. It is a test of whether or not the great Government of the 
United States plans to use in the public interest—nay, in the national 
interest—the single greatest source of inexhaustible energy within 
our borders. 
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II 


In the great American West, water supply is the major factor im- 
posing limits on development and expansion. Waste of water cannot 
be condoned under such crucial circumstances. Yet that is the net 
effect of the decision which would substitute three small private com- 
pany dams for high Hells Canyon Dam in the Snake River Canyon. 

High Hells Canyon Dam was planned as a key water storage unit 
in the main control plan of the Corps of Engineers. Water im- 
pounded by Hells Canyon Dam will yield 914,000 kilowatts of firm 
power at a cost of 2.7 mills per killows att-hour. It will store 3,880,000 
acre-feet of water, making a major contribution to control of the 
Columbia’s destructive flood crest. In terms of wasted resources, 
the little dams of the Idaho Power Co., mean loss of 2,880,000 acre- 
feet of water storage capacity, loss of 45 percent. of the Hells Canyon 
power potential, and a boost of approximately 250 percent in power 
costs. 

Because the unmatched potential for cheap hydroelectric power 
development of the Hells Canyon area is coveted by the Idaho Power 
Co., the administration has acquiesced in the sur render of the 3 3,880,000 
acre-feet of storage of the high Federal dam for the 1 million acre- 
feet of storage provided by the project of the Idaho Power Co. 

This waste of near ly 3 million acre-feet of Hells Canyon’s potential 
water-storage capacity creates great pressure for finding so-called 
alternate storage elsewhere in the Columbia River Basin. This poses 
an immediate threat to important conservation values. Thus, per- 
haps because of a guilty conscience toward the continued flood threats 
downstream in the Columbia Basin, the administration now asks 
Congress to authorize the Bruces Eddy project on the North Fork of 
the Clearwater River. This project will be touted as the “substitute” 
for Hells Canyon. 

Conservationists everywhere in America are adamantly resisting 
the Bruces Eddy project, because it would choke off migratory steel- 
head runs, because it would flood out one of the most valuable elk- 
feeding ranges in the Nation, and because it would thrust a despoiling 
reservoir into the magnificent Selway-Lochsa-Bitterroot W ane, 
our most majestic realm of upland fastnesses to survive civilization’s 
encroaching onrush. 

Few more delicate tasks confront the United States than that of 
developing natural resources for continuance of national strength 
and prosperity without impairing some of the wilderness and wildlife 
values so essential to our well- being. 

This task is dramatically sympolized in development of water 
resources of the Columbia River drainage. This great river has one- 
third of the Nation’s hydropower potential, the cheapest industrial 
fuel in the land. It provides the Nation’s only water transportation 
route to traverse a major mountain range. But it is also the spawn- 
ing grounds for migratory salmon and other fish which constitute 
the most valuable fresh-water fish run in the Nation. The river 
sustains a commercial fishery valued at $10 million annually and pro- 
vides sports fishing and recreation for thousands of Americans. 

The conflict between developing the Columbia for fish and kilo- 

watts has raised this question: Where can power best be generated 
without destroying fish runs and scarring scenic grandeur? That is 
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the issue raised at Hells Canyon, because if we fail to develop the 
full potential of this greatest natural storage site on the continent, 
then pressures will increase to find the power and storage elsewhere 
at sites which would impair either fishery or scenic values. The blue- 
rint of what is to come if Hells Canyon is relinquished to less than 
ull development, is seen in the statements of governmental agencies 
that substitute storage and power might be found at Bruces Eddy 
and Penny Cliffs sites on the Clearwater River; on the Salmon River, 
which is the heart of the spawning ground; or at Glacier View, which 
would invade the pristine grandeur of a great national park. 
Abandonment of Hells Canyon will definitely result in attempts 
to construct dams which would blockade fish runs, drown out wildlife 
habitat, and generally ruin and destroy irreplaceable realms of scenic 
majesty and outdoor enjoyments. Thoughtful custodianship of our 
natural resources demands that the Hells Canyon site be dedicated 
for full development, lest great values in fish, wildlife, scenic gran- 
deur be wasted for generations to come. 


III 


Lack of new construction starts at Columbia Basin dam sites is 
ample evidence that the administration has turned its back on needs 
of the region since 1953. Although the Columbia annually discharges 
180 million acre-feet of water, its reservoirs store only about 9 million 
acre-feet, or less than one-third the goal sought by Army engineers 
to curb costly floods such as the one which claimed 52 lives in 1948, 
The Columbia is capable of turning generators to produce over 30 mil- 
lion kilowatts, but the output of Federal projects existing and under 
construction will provide only 4 million kilowatts, or about one-eighth 
of the potential power. The Columbia is the Nation’s only great river 
to traverse a major mountain range, but only a fraction of its capacity 
for handling waterborne commerce has been developed. Although the 
region has about 4 million acres of farmland under irrigation, water 
is available to bring another area of like size into production. 

In light of the benefits possible from full development of Columbia 
Basin water resources, it is difficult to explain the administration’s 
wanton discrimination against further Federal participation in this 
field. Perhaps part of the reason derives from the fact that some west- 
erners themselves are among the most vocal critics of Columbia River 
projects. I have heard the claim that Pacific Northwest States al- 
ready have received more than a fair share of Federal funds for water- 
resource projects. Yet the region has vast power potential, a threat- 
ening flood problem, great possibilities for navigation and irrigation. 
Where should investments be made except in an area with latent assets 
and imminent dangers inherent in the handling of its water resources? 

Similarly, critics of the Federal Columbia River power system have 
argued that the Bonneville Power Administration sells power at a 
price below the cost of production at individual dams. It 1s true that 
the Bonneville Power composite average rate of 2.38 mills per kilo- 
watt-hour is the lowest in the Nation. But this enviable condition has 
not been achieved at the cost of fiscal solvency. Indeed, the latest an- 
nual report of the Bonneville Power Administration states that “re- 
payment of $202,176,121 on the invested power capital to June 80, 
1956, exceeds the estimated scheduled capital repayment requirements 
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by approximately $77.1 million.” The Bonneville system also has re- 
paid to the Treasury $109 million to cover all operation and mainte- 
nance costs, and $137 million in interest payments. Profitable opera- 
tion such as this does not come from selling a product below cost. 

In their attempts to discredit Federal dams on the Columbia. critics 
have claimed that power from such dams at Hungry Horse in Montana 
is marketed below cost. Perhaps such assertions are the fruits of 
ignorance of Federal power system operation. Power from the sep- 
arate units in the Bonneville system is not marketed on the basis of 
isolated projects. The system secures much of its fiscal and operatin 
strength from the fact that all dams are interconnected as a unifie 
system, thus enabling the averaging of costs between structures such 
as Bonneville and Grand Coulee—built during periods of low construc- 
tion costs—and subsequent dams built during times of higher prices. 

The ability to blend low-cost kilowatts with those of greater cost is 
one of the best reasons for continuing and expanding the Federal 
power system. Power consumers are thus assured of the benefits 
resulting from averaging in the low-cost kilowatts from sites of high 
productivity, developed when prices were low. 

Operation of the Federal power system as an integrated unit has 
contributed to the assurance that low rates needed for industrial 
expansion can be maintained. ‘The nationally known engineering firm 
of Ford, Bacon & Davis, Inc., in a detailed and exhaustive 1955 study 
of Bonneville power operations said : 


BPA should not increase the overall level of its present 

rate structure, since it already has a comfortable surplus and 

the estimated revenues for each of the fiscal years 1956 

through 1963 exceed cash-payout requirements as determined 

by BPA. 
Power-rate experts of the Bonneville Power Administration have 
testified that Hells Canyon Dam can be added to the system without 
disturbing the prevailing rate of $17.50 a kilowatt-year, the lowest 
wholesale power rate in the United States. 


IV 


It strains understanding that the administration’s discriminatory, 
wasteful and antiwestern water resources policies have found adher- 
ents among some western Republicans, who judge their own projects 
with one yardstick and Hells Canyon Dam with a different table of 
measure. Continuation of this double standard may create a frag- 
mentation of western solidarity which threatens western growth. 

The economic progress of our Nation must be seen as a continuing 
entity. Federal investment has been necessary for such basic funda- 
mentals of economic progress as river channels, ports, and other navi- 
gation facilities. Federal support was the instrument which thrust 
railroads and modern highways into isolated segments of the Nation. 
Such action is also needed for the best development of the great 
natural resources of the West at sites such as Hells Canyon. 

The nagging objections raised against the Hells Canyon project— 
to create false fears and the appearance of issues where none exist— 
are facsimiles of the arguments used since the founding of this Nation 
in efforts to curb western development, The Lewis and Clark Expe- 
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dition, which first carried the American flag across country to Pacific 
Northwest tidewater, was assailed as a squandering of public funds, 
Setting aside of forest reserves and activation of the first western 
irrigation projects likewise were objects of the most specious and 
carping arguments. But, forunately, the nagging faultfinders did not 
prevail. The projects went through, and the West and the Nation 
iave benefited. Can we permit frivolous and captious arguments to 
triumph over the Hells Canyon project? Once such a precedent is 
established what will become of other necessary projects in the West? 

Ever since the administration withdrew its Shiections to licensing 
of Idaho Power Co. exploitation of Hells Canyon in 1953, confusion 
has reigned in policy for developing the remaining stretch of the 
middle Snake River. The river’s great power and flood control poten- 
tial has become the object of chaotic mism: unagement. Relinquish- 
ment of the Hells Canyon high dam site to p: artial and piecemeal use 
has been followed by a series of studies and investigations by admin- 
istrative agencies seeking so-called substitutes for the power and stor- 
age lost at Hells Canyon. 

“Each successive analysis and pronouncement by officials of these 
Federal water-resource agencies has exposed the irrefut: ible fact that 
so-called alternatives or substitutes for high Hells Canyon will mean 
less power, less flood control, less power-revenue assistance to irriga- 
tion development. These attempts by the administration to justify 
a purely political decision to deliver the priceless Hells Canyon site 
to the Idaho Power Co. cannot be dignified by describing it as policy. 
It is an endorsement of plunder. 

What is passed on to the future by action on the Hells Canyon bill 
is more than a single dam site. The decision may well shape the 
destiny of national conservation policy. The issue at Hells Canyon 
is the very synthesis of the meaning of resource conservation. The 
question is this: Given the opportunity to put to beneficial use the 
greatest natural water-storage site in the continent, will the full, mul- 
tipurpose usefulness of Hells Canyon be reserved for all time? Or 
surrendering to shortsighted expediency, will this generation an rd 
those to come be forced to acc ept less than total productivity from 
their river resources? This is a decision from which there can be no 
turning back. Unless the high dam at Hells Canyon is now author- 
ized, this vast stretch of the Snake River will be doomed to piecemeal 
and fragmentary use during the lifetime of every person now on 
earth, 


Ricuarp L. NeEvusperGer. 








MINORITY VIEWS OF MR. WATKINS, MR. DWORSHAK, 
MR. BARRETT, AND MR. GOLDWATER ON S. 555 


We, the undersigned members of this committee, recommend against 
enactment of S. 555, and submit for committee consideration this sum- 
mary of v iews in opposition to the proposed Federal dam project at 
Hells ¢ Canyon. 


For convenience, the opposing views are summarized herewith, with 
a detailed discussion following: 


OBJECTIONS TO BILL SUMMARIZED 


. While the Congress is struggling to reduce the budget so that 
inil ation can be halted and debt and tax reductions granted, the pro- 
posal made in S, 555 would represent an unnecessary out-of-Treasury 
expenditure or an outright tax loss, of a billion dollars. 

The action recommended in S. 555 would result in a denial to 
the Nation of the benefits of assistance from non-Federal sources in 
the development of our hydroelectric resources. 

3. 5. 555 proposes upsetting a unanimous decision of the Congress’ 
own bipartisan power agency, the Federal Power Commission. This 
proposal is made in spite of the fact that the FPC deliberations on 
the Hells Canyon decision were the most extensive in the Agency’s 
history—extending over 2 years and amassing 20,000 pages of testi- 
mony in 150 hearing days. The FPC procedures and decision were 
upheld by a recent action of the United States Supreme Court. 

4. S. 555 violates the precedent of congressional respect for States 
rights in water resource legislation affecting the semiarid West. 

5. Power is still urgently needed in Idaho and elsewhere in the 
Pacific Northwest, and yet S. 555 would halt the contemplated de- 
livery of energy from the Brownlee project in 1958 and postpone 
comparable power production at the Hells Canyon reach of the Snake 
River at least until 1964 

High Hells Canyon Dam would not contribute a drop of water 
for irrigation, municipal, or industrial use in Idaho or elsewhere in 
the semiarid West. 

7. Based on expec ‘ted average power production at the dam site, 
the three-dam project is eminently justifiable economically, and the 
additional generation at a high dam is but a small fraction of basin 
metre ments. 

The action upsetting the FPC decision undoubtedly would entail 
vedas al liability for a large investment, of as yet unspecified size, 
already made by a private utility acting under a license lawfully is- 
sued by a congressional agency in proc edures sustained by the United 
States Supreme Court. P roponents have not offered an adequate esti- 

mate of this expected liability, nor shown its impact upon project 
soetbility. 

In demanding the high Hells Canyon Dam as a flood control 
sieaiie, supporters of S. 555 are ignoring the fact that at least 90 
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percent of the unsolved flood control problem on the Columbia River 
originates from flood flows downstream from Hells Canyon and on 
other Columbia River tributaries. Furthermore, the high dam would 
not solve flood control problems upstream on the Snake River and 
its tributaries, where it is needed within the State of Idaho. 

10. Section 4 of S. 555 provides for establishment of a Snake River 
roject account but does not specify how the account would operate. 
his is a serious defect in this legislation, especially in view of the 

fact that no reclamation projects, as such, are authorized in the bill. 

11. Proposed sale of 4-mill power from high Hells Canyon for 2.1 
mills represents a large subsidy from taxpayers for industries, private 
utilities and other prospective large volume users of that power. 

12. Rejection of S. 555 would not mean discrimination against the 
States of Oregon and Washington in their water resource develop- 
ment. These States already have received one-seventh of Federal 
flood control and navigation construction funds and one-fifth of Fed- 
eral reclamation construction funds appropriated for all the 48 States. 

13. Revenues from the high dam would not be available to support 
reclamation development in the Snake River Basin until, at earliest, 
the year 2014, and than only upon direct congressional authorization 
of such participating projects. 

14. If the project proposed in S. 555, including both transmitting 
and generation facilities, were built in 6 years, as the supporters con- 
tend it will be, the project would require nearby $100 million a year 
in reclamation appropriations. Total reclamation construction funds 
requested in the 1958 Presidential budget amount to only $156 million 
for all 17 Western States, and efforts are being made in some quarters 
to reduce this amount. 

15. The rapid tax amortization granted Idaho Power Co. is no 
“viveaway” as charged. 

16. Section 3 (c) of S. 555 directs the Secretary of the Interior to 
supply and transmit from the McNary Dam, many miles downstream, 
the necessary construction power for the Hells Canyon Dam, in spite 
of the fact that the Secretary of the Army has specifically stated that 
“the purpose of his provision is not clear and might prove undesir- 
able from an economic standpoint.” 


DETAILED EXPLANATION OF OBJECTIONS 


1. While the Congress is struggling to reduce the budget so that in- 
flation can be halted and debt and tar reductions granted, the pro- 
posal made in 8. 555 would represent an unnecessary out-of-Treasury 
expenditure or an outright tax loss, totaling a billion dollars. 

A brochure widely distributed by 10 organizations supporting S. 
555 states that the cost of the high Hells Canyon project amounts 
to only $352 million. 

The true costs of the project—since the brochure deals with power 
roduction at site and downstream—actually are in excess of a half 
illion dollars for power generation and transmission facilities. 

These costs, as set forth in committee hearings and in the majority 
report on S. 1333 last session, and affirmed in the hearings on S. 555, 
are as follows: 
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Estimated costs of high Hells Canyon project 





Construction of Hells Canyon Dam (*)--------------.----------- $367, 000, 000 
Interest costs during construction (”)----------.--. Si a aaa 33, 000, 000 
Transmission: ‘ 
Southern Idaho and system integration__..----------------. 68, 200, 000 
Main system additions... 222.2 iL lie lee ale 8, 700, 000 
Total, Hells Canyon Dam and transmission.._-------.---- 476, 900, 000 
Scriver Creek power project..-..------..--- ail eee ee sedate 52, 100, 000 
Total costs authorized in 8. 860.....4.0.- ci iwc aie 529, 000, 000 
Transmission for additional system generation___--------------. 69, 1000, 000 
no 





Installation of 11 generating units at downstream plants_----~-- 53, 700, 000 


Total estimated cost to produce at-site and downstream 
DOWOP ccs Loadnx dod pute Toe ee kes 651, 800, 000 


(*) Containing powerplant of 1,250,000 kilowatts eapacity. 
(>) Estimated 6%-year construction period and % percent interest. 


This total does not include compensation that presumably would 
have to be paid to Idaho Power Co., if S. 555 is passed, thereby abro- 
gating a legally issued Federal Power Commission license sustained 
by a recent action of the United States Supreme Court. This reim- 
bursable cost is estimated at more than $48 million, including costs for 
construction expenditures and equipment orders. 

In addition, it must be considered that the Idaho Power Co. and the 
area it serves are badly in need of additional power and are now in a 
position to obtain energy from Brownlee Dam in 1958. If passage of 
S. 555 abrogates this e ntirely legal license to obtain additional power 
when it is needed, we believe that the Federal Government would be 
liable to demands for additional compensation to meet redress for 
damages and extra costs that would be suffered by the Idaho Power Co. 


A BILLION DOLLAR MISTAKE 


Now, in addition to all these actual project costs—waich are nearly 
double the estimate of high Hells Canyon Dam proponents referred 
to previously—the passage of this measure would destroy a private 
power project now under construction. In 19558 t his three-dam project 
of Idaho Power Co. could start paying local, State, and Federal taxes 
on its power generation at fe Brownlee unit. It is estimated that the 
taxes which would be derived from the 3 dams would amount to 
$10 million annually, or § 500 million in the 50-year licersing period. 
The Federal Eaeetaneees would be the recipient of $300 million of 
these estimated taxes. 

This means, that in addition to forcing the Federal Government to 
spend more than a half billion dollars that it does not need to spend, 
the passage of S. 555 would throw away another half billion dollars 
in potential tax revenues. 

This all adds up to a billion-dollar mistake that the Nation cannot 
afford to ms: ake in these days when the Congress and the executive 
branch are trying desperately to reduce Fede1 ‘al spending to halt infla- 
tion and to permit debt and tax reduction. 


CLOSES THE DOOR TO PRIVATE ENTERPRISE 


2. The action recommended in 8. 555 would result in a denial *o the 
Nation of the henefits of assistance from non-Federal sources in the 
development of our hydroelectric resources. 
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One of the issues posed by S. 555 is simple, yet fundamental. It is 
whether there is to be any place in the development of our hydro- 
electric resources for assistance from non-Federal sources when that 
assistance can be rendered entirely consistent with development in 
accordance with a coordinated comprehensive plan. 

S. 555 would deny the Nation the benefit of such assistance. By so 
doing, S. 555 would overturn national resource policies developed over 
the last half century, and embodied in the National Reclamation Act 
of 1902 and in the Federal Water Power Act of 1920. The latter act 
encourages non-Federal participation in the development of our water 
resources under conditions adequately protecting the public interest, 
when such development is best adapted to a comprehensive plan for 
the improvement of the water resources for beneficial public purposes. 

Ap yproval of S. 555 would mark a departure from a half century of 
reclamation policy that reserves Federal sponsorship to projects which 
are not practicable for State or private financing. 

Private enterprise has constructed three-fourths of the reclam: ation 
works in this country. Reclamationists are strong believers in pri- 

vate enterprise, and the whole purpose of the historic Reclamation Act 
of 1902 was to provide for Federal financing of sound reclamation 
projects which could not be undertaken by State or local interests. 
Nowhere in the Federal reclamation program is it proposed that the 
Federal Government should exclusively develop our water resources. 


POWER NEEDS ESTIMATED AT $94 BILLION 


There exists a tremendous backlog of desirable public works proj- 
ects, authorized and proposed, that could conceivably qualify for 
Federal financing. This backlog in the water resource development 

field was estimated at $70 billion alone. Secret: iry Seaton recently 
estimated private and public power needs for the next 20 years at 
$94 billion. To find these billions, and, at the same time, to meet our 
continuing astronomical defense costs, it is essential that all avenues of 
financial assistance—Federal, State, local, and private business— 
be utilized. 

Here in the Hells Canyon area, we have a sound private utility that 
not only has offered to finance a power-flood control project, but also 
has obtained the necessary license from the FPC and energetic: lly 
expedited construction work. Under these circumstances, and in view 
of ‘the billions required for a large variety of needed public works, 
it just doesn’t make sense to kill a going private enterprise project 
which will provide low-cost power and, ‘at the same time, will pro- 
vide 1 million acre-feet of flood-control storage free to the lower Go- 
lumbia Basin, especially when it is considered that both power and 
flood-control benefits can be provided under the private plan several 
years ahead of the high Federal dam. 

Abraham Lincoln long ago told the people: “The legitimate object 
of Government is to do for a community of people whatever they 

need to have done but cannot do at all or cannot so well do, for them- 
selves in their separate and individual capacities. But in all that 
people can individually do as well for themselves, Government ought 
not to interfere.” These sentiments were sound a century ago, and 
they are a good guiding principle for us today. 





| 
| 
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PROPOSES UPSET OF CONGRESS’ OWN AGENCY 


3. S. 555 proposes upsetting a decision of the Congress’ own bi- 
partisan power agency, the Federal Power Commission. This pro- 
posal is made in spite of the fact that the FPC deliberations on the 
Hells Canyon decision were the most extensive in the agency’s his- 
tory—eutending over 2 years and amassing 20,000 pages of testimony 
in 150 hearing days. The FPC procedures and decision were upheld 
Oy a recent action of the United States Supreme Court. 

Section 7 of the Federal Power Act provides that, as between pri- 
vate applicants the Federal Power Commission shall give preference 
to the one which has the best plan to— 


develop, conserve, and utilize in the public interest the water 
resources of the region. 


If the Commission’s findings indicate that Federal development 
should be undertaken, the Commission is instructed by section 7 (b) 
not to approve a license application, but instead to submit its find- 
ings and recommendations to the Congress. Section 10 (a) requires 
that any license issued must be on condition that the project approved 
be the one— 


best adapted to a comprehensive plan for improving or de- 
veloping a waterway * * * for * * * beneficial public pur- 
poses— 


and that section directs the Commission, if necessary, to require any 
modification of the project requisite to that end before the Commis- 
sion gives its approval. 


FPC CONSIDERED BEST COMPREHENSIVE PLAN 


The Federal Power Act stressses repeatedly the concept that de- 
velopment proposals must measure up to the standard of being best 
adapted to a comprehensive plan for the utilization of the region’s 
water resources. In determining whether non-Federal applicants are 
to be refused an opportunity to undertake a project, that concept of 
comprehensive development is properly the test. But if a project 
measures up to the test of comprehensive development, not only is 
there nothing in the Federal Power Act that calls for a license appli- 
cation to be refused in favor of Federal development, but such a posi- 
tion is entirely contrary to the objectives of the act. 

The Federal Power Act came as the culmination of decades of study 
and experience by trial and error which demonstrated that administra- 
tive government machinery to test all project proposals by the measur- 
ing rod of oon. ‘hensive development was essential to the optimum 
utilization of the Nation’s water resources in the public interest. 

Late in the 19th century and in the early years of the 20th century 
the Congress itself undertook to examine and license by separate stat- 
utes each individual non-Federal hydroelectric project proposal. This 
practice did not assure consistency with the public interest because 
the Congress was not equipped technically to examine proposals from 
the point of view of optimum development of the resources of the 
region involved. Furthermore, the lack of uniform standards made 
determination of the best multipurpose development impossible aud 
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tended toward piecemeal, limited development of the better hydro- 
electric sites. 


FPC APPROACH FAVORED BY TEDDY ROOSEVELT 


These deficiencies were early recognized by Presidents Theodore 
Roosevelt and William Howard Taft, who refused to approve indi- 
vidual licensing bills and who urged — the Congress the necessity 
for legislation of general application that would establish standards 
to be met by non Federal project proposals. 

Out of this, and after prolonged study by congressional committees 
and commissions established to develop national water policy, came the 
Federal Water Power Act of 1920, enacted during the administration 
of President Woodrow Wilson. 

This act, which was designed to enable and encourage participation 
in water-resource development by non-Federal entities, public as well 
as private, contains the provisions and requirements mentioned above 
in order to assure that, whatever the agency of development, the end 
served will be that of a comprehensive, coordinated water-resource 
program. 

FPC PROGRAM EXPANDED BY F. D. ROOSEVELT 


These provisions, after most thorough congressional review, were 
reenacted as a part of the Federal Power Act of 1935, during the 
administration of President Franklin D. Roosevelt. 

The present Commission was established by the 1935 act as an inde- 
pendent body of 5 members, no more than 3 of which may be of the 
same political persuasion. The Commission is equipped with a staff 
of expert engineers and attorneys to study and to present to it all of 
the facts relevant to the applications pending before it. Al parties 
having an interest in any proposal before the Commission are afforded 
the opportunity to participate fully in the proceedings. 

All of this is designed to assure that applications for licenses will be 
thoroughly and searchingly examined, with the fullest opportunity 
for presentation of all points of view, in order that decision may be 
reached whether the act’s standard of “comprehensive, coordinated 
development” can be met by a non-Federal development proposal. 

The enactment of S. 555 would abrogate by special legislation, in an 
individual case, a license which has been lawfully issued by the Fed- 
eral Power Commission as a result of its consideration, after pro- 
tracted proceedings in which all points of view, including the pro- 

onents of Federal development for Hells Canyon site, were fully 
feted These proceedings occupied a period of more than 2 years, 
during which a record of approximately 20,000 pages and nearly 400 
documents were amassed. It was, in fact, the most extensive proceed- 
ing in the Commission’s entire history, the hearings alone occupying 
approximately 150 hearing days. 


PROCEDURES SUSTAINED BY HIGHEST COURTS 


Upon its consideration of the record and after applying the tests 
specified by the Congress, the Commission found the three-dam pri- 
vate development proposal to he “best adapted to a comprehensive 
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plan” for the development of the Columbia Basin for the public pur- 
poses of flood control, navigation, recreation, and power. This find- 
ing, as provided by law, was sustained by the United States court of 
appeals, and the United States Supreme Court on April 1 denied a 
petition to review the license. High Hells Canyon backers immedi- 
ately filed a motion for a rehearing, but no decision has been made on 
this motion. 

We of the minority do not presume to decide these issues as between 
the Hells Canyon 1-dam plan and the 3-dam plan. The majority 
would have the Congress undertake this task. In so doing, the ma- 
jority would commit the Congress to a task for which it has neither 
the time nor the technical resources. It would have the Congress 
return to a method of individual project review tried and found 
wanting 50 years ago. 

Furthermore, the majority position appears to be based upon the 
false premise that comprehensive development requires exclusive Fed- 
eral development of our water resources—a concept never approved by 
the Congress. The fundamental purpose of the Federal Power Com- 
mission is “to issue licenses” for the construction of water-resource 
projects by non-Federal public and private agencies. 

We submit that the proper way to correct inadequacies, if any there 
be, in the Federal Power Act is by general legislation and not by spe- 
cial legislation such as S. 555. 

Furthermore, passage of S. 555 would tend to throw a cloud over 
the licensing actions of all independent agencies set up by Congress. 
What reliance could a licensee take in any legally issued Federal 
license, including those from highly respected agencies such as the 
ICC, FCC, and other administrative agencies comparable to FPC, if 
the public concludes that this precedent-making Hells Canyon pro- 
posal means that such licenses are subject to arbitrary upset by Con- 
gress, even if legally issued and sustained by our highest courts? 


§. 555 THREATENS IDAHO'S WATER RIGHTS 
4. S. 555 violates the precedent of congressional respect for States 
rights in water resource legislation affecting the semiarid West. 

No interstate compact has been effected to adequately protect the 
rights of Idaho and other upper Snake River Basin States to con- 
sumptive uses of water in the Columbia River and its tributaries. 
This was a basic objection to S. 1333. It remains a basic objection 
to S. 555. 

People who live in the humid sections of the country have difficulty 
in comprehending the active interest in water resource legislation 
that is taken by people who live west of the 98th meridian, in what is 
the semiarid region of this great country of ours. In much of this 
part of the West, annual precipitation averages only from 5 to 10 
inches a year. This represents only a little more moisture than falls 
in the humid East during a typical week of heavy hurricane rains. 
Furthermore, most of this limited precipitation in the semiarid West 
occurs in the winter in the form of snow. Therefore, to have water 
for its cities and its relatively small agricultural oases, the West is 
obliged to build storage reservoirs which trap moisture during the 
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spring snow melt and conserve it for use during the dry months of 
© year. 

In western water development, a major advantage has been enjoyed 
by the downstream water users on our large rivers. The downstream 
areas frequently are the first to develop, “have the best hydro-power 
sites, and build up population justifying earlier development. 


COMPACT PRECEDENT SET ON NEIGHBORING RIVER 


This was the situation faced by the upper States of the Colorado 
River Basin when the downstream users first proposed large-scale 
storage on that river in the 1920’s, The upper basin States, whose 
watersheds supply 90 percent of the water of the Colorado, rec ognized 
that the tremendous storage capacity proposed for the Boulder Canyon 
project would enable the downstream States of Califor nia and Arizona 
to put to use all the available, unappropriated water in that river. 
Hence, the upper basin States refused to approve the construction 
of the Boulder Canyon project until the lower basin States had guar- 
anteed to them, in an interstate compact, specific consumptive water 
uses in the river. Ratification of such a compact was required by 
Congress in 1928 as a condition to authorization of the project act 
which ultimately made possible the construction of Hoover Dam. 

A similar situation exists on the Columbia River today. Tremen- 
dous power and irrigation projects have been constructed on the lower 
river. In this river basin, however, unlike the situation on the 
Colorado, the coastal sections are a water-surplus area, and consider- 
able reclamation development has already occurred in Idaho’s arid 
Snake River drainage basin. Hence, there has not been a comparable 
drive in the Northwest for protection of the legitimate uses in the 
the several basin States. The day is here, however, when an agreement 
between the States is necessary to safeguard the rights of investors 
in water-use projects and te avoid unnecessary waste of millions in 
needless litigation. 

In the Snake River Basin of Idaho, a lack of an interstate compact or 
a judicial adjudication will be a barrier to future water development 
in that State. This is the basis of Idaho opposition to the high Hells 
Canyon proposal at this time. 


IDAHO’S FEARS AMPLY JUSTIFIED 


These fears are amply justified. A power dam consumes relatively 
little water, but it establishes an appropriative right to streamflow 
which must be considered legally and morally in any future water 
development. In the case of the high Hells Canyon Dam, long-term 
storage rights are sought for a reservoir impounding 4 million acre- 
feet of water, held vitally necessary for national defense, flood control, 
power production, and regulation of the riverflow to provide firm 
power at downstream power dams. 

Proponents of high Hells Canyon Dam have sought to reassure 
the people of Idaho that their future water rights in the Snake River 
are adequately protected by section 2 of 8.555. Responsible western 
water law authorities do not concur in this opinion. 
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When H. R. 5743 was introduced into the 82d Congress, section 2 
read as follows: 


Sec. 2. The operation of the Hells Canyon division shall 
be only such as does not conflict with any present beneficial 
consumptive use, valid under State law, of the upstream 
waters of the Snake River and its tributaries, and as does 
not conflict with any future depletion of flows arising from 
future upstream diversions for beneficial consumptive uses 
under State law— 

(1) in a total amount which is reasonable and equi- 
table for the irrigation of new and supplemental land 
developments which are, in total area, like thoseaindicated 
in chapter IV of the substantiating materials to the 
Hells Canyon Project Report, as set forth in volume 2 
of House Document Numbered 473, Eighty-first Con- 
gress; and 

(2) in a total amount which is reasonable and equi- 
table for future upstream consumptive uses for domestic, 
municipal, stock-water, mining, and industrial purposes. 


PROVISO NO ADEQUATE SUBSTITUTE FOR COMPACT 


This provision, we maintain, is no adequate substitute for a formal 
interstate compact, but it does spell out the rights preserved for the 
upstream States, which are the only rights endangered by this pro- 
posed reservoir project. 

In S. 1333 of the 84th Congress, this section had been watered down 
to this form: 

Sec. 2. The operation of the Hells Canyon Dam shall 
be only such as does not conflict with present and future 
rights to the use of water for irrigation or other beneficial 
consumptive uses, whether now or hereafter existing, valid 
under State law, of the upstream waters of the Snake River 
and its tributaries. 


In committee, this was further modified, to read as follows (new 
material italicized) : 


Sec. 2. Notwithstanding the provisions of any other law, 
the operation of the Hells Canyon Dam shall be only such 
as does not conflict with present and future rights to the use 
of water for irrigation or other beneficial consumptive uses, 
whether now or hereafter existing, valid under State law, 
of the waters of the Snake River and its tributaries up- 
stream from the dam and downstream. 


1956 SECTION 2 RATED ULTIMATE 
This section was described as follows in the committee report on 
1333, last session: 


S. 


or 

The committee concludes that section 2 as amended pro- 
vides the fullest possible protection against infringement by 
this project on any beneficial consumptive use rights, present 
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or future. The only way greater protection could be af- 
forded would be by an amendment of the Constitution. 


In spite of this unqualified endorsement, the section was further 
amended in S. 555, to read as follows (new material italicized) : 


Sec. 2. Notwithstanding the provisions of any other law, 
the operation of the Hells Canyou Dam shall not conflict 
with, and shall be subordinate to, present and future rights 
to the use of water for irrigation or other beneficial con- 
sumptive uses, whether now or hereafter existing, valid 
under State law, of the waters of the Snake River and its 
tributaries upstream from the dam and downstream. 


A close analysis of section 2 of S. 555 discloses that at best it is 
confusing, and at worst it holds out false hopes to the people of Idaho 
that their future needs for water for consumptive purposes will be 
fully protected. 


HIGH DAM WOULD ESTABLISH RIGHT UNDER STATE LAW 


It is the understanding of the minority that the State laws of both 
Idaho and Oregon recognize the use of water for hydropower pro- 
duction as an appropriative beneficial use right which will have pri- 
ority over any other rights initiated and established subsequently 
upstream from the powerplant. Section 2 limits the protection for 
so-called future rights to those valid under State law. A future use 
upstream would be subsequent to the establishment of the Hells Can- 
yon Dam, which under both the laws of Oregon and Idaho in such 
a situation would be first in time and, therefore, first in right. That 
would be a “valid” right under State law, and any future use right up- 
stream would be junior to the Hells Canyon hydropower right. Un- 
der the same State law, therefore, the upstream water development 
is defined as a junior right and, consequently, is only valid to that 
extent. 

Thus we have one “valid” right against another, or two valid rights 
under State law—one senior and the other junior. And this State 
law cannot be changed by an act of Congress. 

Thus section 2 fails to accomplish its announced purpose. 

There is still another point of view to be considered. It has long 
been the position of Idaho irrigation interests that the language of 
section 2 is, in actuality, meaningless. First, it is obvious that this 
or any other Congress could repeal or amend this language at any 
time; and in the event of a clash of water rights between the single 
dam and irrigation interests, as mentioned above, this would be a 
probable occurrence. And, secondly, this language does not give any 
protection against Federal control of the river. : 

Most western water States have had disillusioning experiences with 
downstream hydroplants on streamflow subsequently required for 
upstream consumptive water uses. Such downstream plants, including 
at least one Federal project, have had to be purchased outright, or 
otherwise compensated for water intended to be used by the water 
users, to fill reservoirs which were being planned to store water for 
municipal, industrial and agricultural uses, 
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FPC LICENSE MAKES POWER USE SUBORDINATE 


This prospect is not faced by Idaho in the case of the Federal Power 
Commission dams, because the license specifically provides that up- 
stream water depletion for future consumptive use takes precedence 
over production of hydropower at the Hells Canyon site, now and 
in the future. 

If section 2 does not in fact—and should this be later established 
by the courts—protect the rights of the upstream States to all con- 
sumptive use needs now and in the future, as proponents contend, 
then it should be pointed out that such future needs could very likely 
deplete the flow of water of the Snake to the point where efficient 
power generation at the high dam will be greatly reduced. That isa 
risk that may well become a reality, and under such circumstances 
the Federal Government certainly should not make an investment of 
over $500 million based on such a risky water supply. 

We believe this comment is fully justified. If the downstream 
States of Oregon and Washington are willing to consent to a provision 
of this bill that will fully protect Idaho’s future rights to water for 
consumptive needs now and in the future, then why are these States 
so adamant against joining in an interstate compact which would be 
ratified by their legislatures and bind them formally to recognize 
such rights and make it possible for Idaho’s rights to be fully protected 
in the courts of the land ? 


COLUMBIA RIVER STATES HAVE DRAFTED COMPACT 


The Columbia River States have a proposed compact, drafted in 
1954 after interstate considerations extending over several years. 
However, the proposed compact, while signed by the Interstate Com- 
pact Commission in early 1955, has not been ratified by the lower basin 
States of Oregon and Washington, and these States have refused to 
ratify a revised draft completed in 1956. In fact, the impression 
has been given that these States will never ratify such a document. 
Hence, Oregon and Washington are telling Idaho, in effect, “We 
refuse to guarantee upstream rights by entering into a compact, but we 
offer you in place of such a formal legal compact, a so-called protective 
clause in S. 555 which we believe will effectively protect your rights 
to Snake River waters.” 

So far, Idaho has not accepted the assurances that a proviso of 
S. 555 will protect its rights to develop a rightful share of Snake 
River water. On the contrary, Idaho leaders and farm groups have 
accepted the alternative proposal of the Idaho Power Co. to develop 
needed kilowatts by a 3-dam project which requires only 1 million 
acre-feet of storage. 

No one has contended that this smaller reservoir could not be filled 
from excess streamflow, and it is not authorized by Congress as the key 
to a regulatory program to increase firm power production at large 
downstream Federal power dams. Furthermore, the license for this 
3-dam project contains a proviso (art. 41), which specifically 
directs that water rights for the Idaho Power Co. dams—obtained on 
application to the State of Idaho—shall be subordinate to consumptive 
uses upstream, now and in the future. 
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This restrictive article in the FPC license provides that the 
project— 

shall be operated in such manner as will not conflict with the 
future depletion in flow of the waters of Snake River and its 
tributaries, or prevent or interfere with the future upstream 
diversion and use of such water above the backwater created 
by the project, for the irrigation of lands and other bene- 
ficial consumptive uses in the Snake River watershed. 


Both the FPC and the State of Idaho can police this directive. Legal 
remedy, if required, can be obtained in Idaho courts. 

An attempt was made in committee to substitute the language of 
this proviso for section 2 of S. 555, but it was beaten down by the sup- 
porters of high Hells Canyon. Such an amendment would not be an 
adequate substitute for a compact, but it would more effectively spell 
out the upstream rights, which are the only ones at stake here. 


8. 555 WOULD DELAY NEEDED POWER FOR NORTHWEST 


5. Power is still urgently needed in Idaho and elsewhere in the 
Pacifie Northwest. Yet S. 555 would halt the contemplated delivery 
of energy from the Brownlee and Oxbow projects in 1958 and post- 
pone comparable power production at the Hells Canyon reach of the 
Snake River at least until 1964. 

The power that will be produced from the Idaho Power Co. dams 
presently under construction is vitally needed, and is being counted 
upon, both in that company’s service area and in the whole North- 
west region. 

Denial of this power to the Idaho Power Co.’s service area could 
bring about a regional economic catastrophe. Evidence was pre- 
sented at the hearing that the company’s peak demands already are 
greatly in excess of its present dependable peaking capacity. Tem- 

orary supplies available from steam plants in Utah will no longer 
be available after next year and emergency supplies can be obtained 
from the Bonneville Power Administration only during the Columbia 
flood season in late spring and summer. 


BROWNLEE POWER WOULD PREVENT INDUSTRY SHUTDOWNS 


As it stands now, the company and its area will be in a very critical 
condition from September 1957 until April 1958. If by act of this 
Congress, construction of the Brownlee Dam were hi uted, the position 
of the power users in the company’s service area would be tragic. 
The Brownlee project of the company, which will begin supplying 
power in the fall of 1958, is the one possible source of supply which 
can alleviate the condition in the company’s area. Likewise, that 
project will make immediately available additional power for use in 
the Pacific Northwest region as a whole, and prevent shutdowns of 
great electrometallurgical industries such as occurred in the spring 
of 1957. Expected shortages in the Northwest in 1958 were expected 
to be made up by delivery of energy from Brownlee Dam. 

All planning with respect to serving power needs in the Pacific 
Northwest through 1964 is based on the assumption that the com- 
pany’s three units—Brownlee, Oxbow, and Hells Canyon—will come 
into service on the planned time schedule of the company. 
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The chart introduced in evidence (Committee Hearings Record, 
facing p. 256) depicts graphically how the company’s plants will 
supply its own needs and, in addition, make available surpluses for 
the so-called West Group of the Pacific Northwest power pool. It is 
in this region that the greatest shortages occur. 

Any ac ‘tion which would prevent the scheduled completion of these 
FPC-approved powerplants will bring severe economic loss, not only 
to Idaho, but also to the entire Pacific Northwest. In addition, pro- 
duction at vital defense industries in the Northwest could be seriously 
impaired for several years if power shortages result from passage of 
this measure. 


HIGH DAM CONTRIBUTES NO WATER FOR ARID WEST 


6. High Hells Canyon Dam would not contribute a drop of water 
for irrigation, municipal, or industrial use in Idaho or elsewhere in 
the semiarid West. 

In spite of the fact that this measure was handled by the Senate 
Irrigation and Reclamation Subcommittee, it is not fundamentally a 
reclamation project. On the contrary, it is primarily a power project 
with some flood-control values which can be adequately provided 
under an alternative program in the same reach of the river and else- 
where in the basin. 

The high Hells Canyon Dam would not conserve water for use 
over sustained drought cycles. Nor does it provide any water for 
reclaiming land by irrigation or for the municipalities and industries 
in the semiarid region of Idaho, eastern Oregon and Washington. It 
is not a holdover storage reservoir like those on the Upper Snake and 
on the Colorado River. The reservoir behind the dam would be used 
exclusively for flood control, river regulation, and power production. 
This means that the dam would merely retard the flow of the Snake 
River for a relatively brief period of time, and would not conserve 
it for use over prolonged dry cycles. 

In fairness, it should be pointed out that revenues from this proj- 
ect may be utilized to finance irrigation projects in the Snake River 
Basin upon completion of the 50-year amortization period, if Con- 
gress so directs. But the same claim could also be made for the 3- 
dam project, which is licensed only for 50 years. 

It is significant that the Idaho State Reclamation Association, 
representing over 2 million acres of irrigated land in the State most 
directly affected, has been adamantly fighting the high Hells Canyon 
proposal for the past 9 years, and is solidly opposed to S. 555. 


8-DAM PROJECT EMINENTLY JUSTIFIABLE ECONOMICALLY 


Based on expected average power production at the dam site, the 
3-dam project is eminently justifiable, economically, and the additional 
generation at a high dam is but a small fraction of basin requirements. 

Most compar ative analyses of costs for the two competing projects 
at Hells Canyon deal not with the actual costs of producing and trans- 
mitting the power, but with the price at which the Federal power will 
be sold. This gives a tremendous advantage to the Federal project 
because S. 555 prescribed that the power from the high Federal dam 
would be sold by the Bonneville Power Administration, much of it 
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presumably at the system wholesale industrial rate, which averages 
2.1 mills per kilowatt-hour, largely because of extremely low-cost 
wer from a few depression-built hydro dams. 

In other words, even though the actual cost of power produced at 
the proposed high Federal dam will be in excess of 4 mills, for energy 
generation and transmission, it will be sold for slightly more than 2 
mills, and the proponents of high Hells Canyon will be claiming that 
this sales price represents the costs of power from that project. At 
the same time, advocates of high Hells Canyon ignore the actual cost 
of power from the 3-dam private project and quote, instead, a produc- 
tion-cost figure which includes local, State, and Federal taxes, none 
of which is paid by the Federal project. 


COMPARATIVE DATA GIVEN FOR PROJECTS 


In order to give a true statistical picture of the comparative costs 
of these two projects, and the high Pleasant Valley project which was 
injected into committee deliberations this year, an analysis was made 
of all testimony submitted last session and this to show comparative 
costs. The comparative data are as given in table I of this report: 


TABLE I.—Comparison of costs and economics of plans for power development on 
Snake River between Weiser, Idaho, and confluence with Salmon River 


{High Pleasant Valley would inundate Hells Canyon unit of the 3-dam plan} 











3-dam plan High Hells High 
under license| Canyon Pleasant 
of F. P. C, Dam Valley Dam 

NNN nan Bide diaieeccbikier $133, 000, 000 | $400, 000, 000 $300, 000, 000 
Se F 5b i sh To Ese 5 dd badackes cdédocbadscwads $15, 400,000 | $18,170,000 | $13, 100, 000 
Average annual generation, millions kilowatt-hours at site.._-_| 4, 793 4,900 | 4, 830 
Cost per kilowatt-hour, at site, miils___....._.___..---- seudel 3. 21 3. 08 2.71 
CU RN NE OO I bis iis sn cong ctndcntinssctcseics | BG Aiba’ eee delight wed otha 
Cost less Federal and State taxes, mills...................--- | L@ |... Sahai cee 
I te aks i enebuadbdsuidad | 91,175,100] 31, 250, 000 1, 250, 000 
Ce cme wapeue od tae | 783, 400 ra 
ne hedclcesejcdhedbubien 602 | 602 575 








1 Including power installation, but exclusive of transmission. 
2 Ultimate under FPC license. 
3 Unofficial estimate of installation possibility. 
# Annual costs include for all plans costs for flood control operations. 
Economic values as measured by a comparison of at-site investment 
cost per average kilowatt of output, also are reflected in table II, 
which is reproduced for Senate consideration at this point: 


TaBLeE IJ.—At-site investment analysis 


{All values in round numbers] 


3-dam plan | High dam! 





IN ee a a alae thc obmbtan te $133, 000,000 | $367, 000, 000 
I I OI oe heniosnneemiuniveskial ae: $33, 000, 000 
Transmission: Local and regional..........................-.......-.......-- $21, 000, 000 $77, 000, 000 

Total project investment, Idaho area_-___- sceteiiahieandeatteamessthamnttanemiedbatidia $154, 000,000 | $477, 000, 000 
Annual generation, at site in average kilowatts ?__................-.......... 546, 000 634, 000 
Investment cost per average kilowatt of output._............-..-............ $280 $752 





t Idaho area only. 
2 These values are derived by dividing the ‘‘average annual generation” quantity of the previous table 
by 8,760, the hours in a year. 
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Table I shows that, based upon average annual generation, the 
three-dam plan would product energy for 1.75 mills per kilowatt-hour, 
if Federal, State, and local taxes are disregarded. Comparable ener- 
gy costs for the high dam are 3.08 mills based upon the estimated out- 

ut from the larger installed capacity (1,250,000 kilowatts) proposed 
i the committee at the 1957 hearings. The costs per kilowatt-hour 
also are lower at the proposed high Pleasant Valley Dam, which, like 
the three-dam project, would cost considerably Jess than the high dam. 
No report has been made on the latter project, however, and this ref- 
erence does not imply approval of that project. 

Based upon plant investment and unit energy costs, therefore, the 
three-dam plan is shown by these tables to be eminently justifiable 
from an economic standpoint. 


3-DAM PLAN VALUES CONFIRMED 


Another interesting observation in the engineer’s report is that 
even though the installed capacity of the high Hells Canyon power- 
= is increased 50 ean 800,000 kilowatts to 1,250,000 
cilowatts—the expected average generation will be increased only a 
little less than 414 percent. ‘The engineer’s estimate of the average 
annual energy output of the 1,250,000-kilowatt plant is indicated in 
the table at 5.900 million kilowatt-hours. The estimate is based upon 
an analysis of available water supply, covering 20 years of streamflow 
records, extending from 1929 to 1948. 

The official project report, however, recommends an initial installa- 
tion of 800,000 kilowatts with provisions for addition of a 100,000 
kilowatt unit. 

Increased downstream production, which could result from the 
storage releases of all three proposed reservoirs, is disregarded because 
no such installation of additional generating equipment is authorized 
in this legislation. 

Downstream production of power properly is a matter for later 
legislation, which will be required to authorize appropriation of at 
least $150 million for that purpose. Also, before the maximum 
amount of downstream power can be produced from Hells Canyon 
storage, it will be necessary for the Congress to appropriate more than 
a billion dollars to build additional power dams on the Columbia 
River below Hells Canyon. 


LIABILITY FOR DESTRUCTION IS IGNORED 


8. The action upsetting the FPC decision undoubtedly would en- 
tail Federal liability for a large investment, of as yet unspecified size, 
already made by a privately owned public utility, acting under a 
license issued by a congressional agency in procedures sustained by 
the United States Supreme Court. Proponents of high Hells Canyon 
dam have not offered a concrete estimate of this expected liability 
nor shown its impact upon project feasibility. 

Plans for the Brownlee and Oxbow Dams of the three-dam Idaho 
Power Co. project were approved by the Federal Power Commission 
(following prior approval by the Chief of Engineers and the Secretary 
of the Army) in November 1955. The licensee power company, cog- 
nizant of the time limitations imposed in the license, promotly initi- 
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ated construction of the Brownlee Dam. The company reports ex- 
penditures of more than $24 million in construction work and has 
committed itself to orders for more than $24 million in machinery and 
equipment. One thousand men are now at work on the Brownlee 
Dam. 

Company officials predict that the Brownlee project will be entirely 
completed and in operation in the fall or early winter of 1958, in 
time to supply winter peak loads. Initial deliveries will exceed 
360,000 kilowatts of energy for both groups of the Northwest power 

ool. 
. In anticipation of this production, the power company on May 3, 
announced the start of construction on a $4.500,000 transmission line. 
In addition, substations at Boise and American Falls, Idaho, are being 
built at a cost of $7,500,000. 

Proponents of the high Hells Canyon Dam have made no visible 
effort to assess the total loss and the expected Federal liability that 
would result if this going project is destroyed by congr essional ap- 
proval of 8. 555. C ompensation paid by the Federal Government to 
this licensee would, of course, be a legitimate part of the high dam 
costs. 

FLOOD CONTROL NEEDS ON OTHER TRIBUTARIES 


9. In demanding the high Hells Canyon Dam as a flood control 
necessity, supporters of S. 555 are ignoring the fact that at least 90 
percent of the unsolved flood control problem on the Columbia River 
originate from flood flows downstream from Hells Canyon and on 
other Columbia River tributaries. Furthermore, the high dam would 
not solve flood-control problems upstream on the Snake River and its 
tributaries, where it is needed within the State of Idaho. 

An Army engineer testified at the 1957 hearings (pp. 228-229) that 
the Snake River above the Oxbow Dam site, contributed less than 10 
percent of the flood flows in the three largest Columbia River floods 
on record. Furthermore he pointed out that the proposed Brownlee 
and Pleasant Valley Dams will solve 70 percent of the flood-control 
problem on the upper Snake River. 

Percentages of the record floods contributed by Columbia River 
tributaries were fixed as follows: 


Columbia River floods 





Percentage of flood flows at The Dalles 
contributed by major tributaries 
Year of record ar 
Snake River | Salmon and | Remainder 
above Oxbow! Clearwater | of Columbia 








Dam Rivers River 

Percent Percent Percent 
A ich ticbh ck bh de Aleit Sei ek db eetASe KS Set occe italien j 9.0 16.0 75.0 
a a a a ates bieiieianiei 4.9 19.3 74.7 
Sr Ce TUT oho dacctdncdtleccocndsccccucocductous 7.0 23.0 70.0 


When it is considered that nearly half of the flood-control storage 
capacity recommended for the central and upper Snake River by the 
Corps of Engineers in 1948 is under construction at the Brownlee Dam 
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site, it is obvious that the concern for flood control on the Columbia 
should be directed at other tributaries. 


UPPER SNAKE RIVER ADEQUATELY CONTROLLED 


The facts are that the upper Snake River today is one of the best- 
controlled rivers in the Nation, Twenty water-storage reservoirs have 
been built on the Snake River above Hells Canyon since 1906, with a 
total storage capacity of 7,781,000 acre-feet or the equivalent of about 
two-thirds of the average annual flow of the Snake River at Weiser, 
Idaho. Another 1 million acre-feet of storage capacity will be added 
in 1958, upon completion of Brownlee Dam. Four other storage res- 
ervoir projects are under active study: Garden Valley on the Payette 
River, with a capacity of 843,000 acre-feet; and three Snake River 
dams at Burns C reek, 120,000 acre-feet ; Alpine, 780,000 acre-feet, and 
Marsing, 830,000 acre-feet, or a total additional storage capacity of 
2,573,000 acre-feet. This means that storage existing, under construc- 
tion, and in planning on the Snake River above Hells Canyon totals 
11,354,000 acre-feet, or roughly equal to the average annual flow of the 
river at Hells Canyon. Cer tainly three-quarters of this active storage 
space, 8,500,000 acre-feet as a minimum, is beneficial directly to alle- 
viating flood damages on the Columbia River, 


NO STORAGE AT ALL ON WORST FLOODERS 


By contrast, there is no existing reservoir storage on the Clearwater 
and Salmon Rivers, long characterized as two of the worst “flooders” 
on the Columbia. 

House Document 531 of the 8ist Congress, 2d session, estimated that 
7,380,000 acre-feet of flood-control storage space was required for the 
upper Snake River, including tributaries. By operating the existing 
and planned reservoirs on the Snake River for flood control as well as 
other storage uses, and incorporating modern runoff forecasting based 
on snow measurements, it appears reasonable to conclude that the 
addition of the Brownlee storage will meet all but local flood control 
requirements on the upper Snake River. Additional information on 
this subject should be included in the coming report on the engineers’ 
review of the Columbia River “308” report, expected this summer or 
fall. 

Meanwhile, we are provided with the spectacle of high-dam sup- 
porters trying to force this measure through Congress, prior to receipt 
of this up-to-date flood-control review, ostensibly to correct a flood- 
control problem that does not exist to any demonstrable extent, on this 
portion of the river, and ignoring the flood-control hazards on other 
tributaries where flood-control funds logically should be spent. More- 
over, passage of S. 555 would prevent completion of 1 million acre- 
feet of flood-control storage by the fall of 1958. 

It is significant that the Corps of Engineers, which is the responsible 
agency for flood control, did not object to the three-dam license granted 
Idaho Power Co. by the FPC. The Brownlee Reservoir will be oper- 
ated for flood control, with the entire 1 million acre-feet of storage 
available for this purpose under the Corps of Engineers, whenever 
required. And this storage will be provided several years before high 
Hells Canyon Dam could be constructed. 
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NO PROVISION FOR PROJECT ACCOUNT OPERATION 


10. Section 4 of S. 555 provides for establishment of a Snake River 
project account, but does not eee how the account would operate. 
T his is a serious defect in this legislation, especially in view of the fact 
that no reclamation projects, as such, are authorized in the bill. 

The bill ostensibly establishes a project fund to support reclamation 
projects, but no reclamation projects as such are authorized and no 
funds to assist reclamation are expected to be available from this proj- 
ect until after the repayment in 50 years, of capital costs of the author- 
ized high Hells Canyon Dam and the Scriver Creek power units. Fur- 
thermore, project power would not be priced and sold by the Secretary 
of Interior, as is the case with other reclamation projects on the upper 
Snake River, but would be marketed by the Bonneville Power Admin- 
istration. which has as its objective, not reclamation development, but 
low-cost Federal power. 

If such a fund is set up in this reclamation legislation, this section 
should be clarified to insure that it will operate in the interests of rec- 
lamation development as well as low-cost power. It is significant, 
however, that when an amendment was introduced in committee, call- 
ing for a pricing policy to produce revenues for water resource devel- 
opment concurrent with the repayment of the power facilities, it was 
defeated by the backers of high Hells Canyon Dam. 


NORTHWEST PROJECTS SELL POWER BELOW COST 


11. Proposed sale of 4-mill power from high Hells Canyon for 2.1 
mills represents a large subsidy from tarpayers for industries, private 
utilities, and other prospective large volume users of that power. 

Estimates of 3.79 mills per kilowatt-hour for the cost of power from 
high Hells Canyon Dam, including transmission, were made at the 
1957 hearings by a Department of Interior witness. Costs for the 
Scriver Creek power were estimated at 4.7 mills per kilowatt-hour. 
An estimate given by a departmental spokesman in a letter to Senator 
Watkins during 1956 placed the costs for the power from the combined 
a ares at 4.5 mills per kilowatt-hour, including transmission. Table 

of this report fixes the energy cost at 3.08 mills. When BPA unit 
transmis<ion costs are added, the total power cost becomes 4.18 mills. 

In spiie of these estimates of plus 4-mill power at high Hells Can- 
yon, proponents of the Federal project testified that the power would 

e sold at the Bonneville Power Administration wholesale rate, which 
averages 2.1 mills per kilowatt-hour for large industrial users and 
2.3 mills for all power users. 

That such below-cost sale of power in the Pacific Northwest would 
not be a precedent is indicated in the experience at the recently com- 
pleted Hungry Horse project in Montana. This project produces pow- 
er at an at-site cost of 3.76 mills per kilowatt-hour, according to De- 
partment of Interior figures, and the cost ultimately will increase to 
4.19 mills per kilowatt-hour. 


POWER SALES FROM HUNGRY HORSE 


Yet, in spite of these actual costs for power at the Hungry Horse 
plant, the half-cost rates at which a large amount of this power was 
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sold during fiscal 1956 are indicated in the following table, prepared 
by Bonneville Power Administration: 


TABLE C.—Power sales in Montana by the Bonneville Power Administration 














Fiscal year 1956 
Estimated 
load in fiscal 
Purchaser Energy sales (in thousands of Average year 1961 
kilowatt-hours) revenue (average 
Revenue | (mills per kilowatts) 
kilowatt- 
Total Firm Nonfirm hour)! 

Anaconds Aluminum Co... 806, 908 799, 416 97,573 | $1, 541, 581 1,72 110, 000 

Victor Chemical Works....- 340, 613 267, 558 73, 055 762, 142 2. 24 30, 000 

Montana Power Co._....... 385, 799 351, 291 34, 408 961, 020 2.49 40, 000 

Pacific Power & Light Co_. 71, 523 50, 019 21, 504 175, 792 2. 46 13, 000 
Flathead Electric Coopera- 

SONG svc cemsdandia ER 17, 746 OF FOR Fi ccecndeibion 57, 431 3. 24 4, 000 
Lincoln Electrie Coopera- 

MUR ieadsbbevdsdereeanases 8, 296 G06 ho dccioddoss 29, 488 3. 55 2, 000 
Missoula Electric Coopera- 

atte savekecetetoat an 9, 007 WOT Piicckcankece 31, 929 3. 54 1, 000 
Ravalli County Electric 

Cooperative. _. 7, 756 TG VES [bsndddcusve 26, 254 3. 39 1, 000 

Northern Lights... 2, 807 Dy, OOF Cisitievcsiionsa 9, 283 3. 31 1,000 

WOOL, Litcvaneeshanonen 1, 740, 536 | 1, 513, 996 226, 540 | 3, 594, 920 2.07 2 202, 000 


1 The low rate realized by the Anaconda Aluminum Co. is the result of buying power at the system at-site 
rate. This rate is $14.50 per kilowatt-year of maximum demand as compared with the basic C rate of $17.50 
per kilowatt-year of maximum demand. The at-site rate is available only to customers taking power at 
site for use within 15 miles of the project. The variation in the rates paid by the other customers is due to 
different load factors at which they take power. The basic rate applies to the maximum demand and does 
not change as the load factor changes. The $17.50 rate at 100 percent load factor results in about 2 mills per 
kilowatt-hour. As the load factor drops, the mills per kilowatt-hour increase. 

3 Shortly after fiscal year 1961 these Montana loads will require the full 208,000 kilowatts. 


This table shows clearly that, in spite of the at-site costs of 3.76 mills 
to produce this power at Hungry Horse, more than $144 million worth 
was sold to Anaconda Aluminum Co. for an average cost of 1.72 mills 
per kilowatt-hour. This, therefore, represents an annual subsidy of 
roughly $2 million a year in below-cost power, or a total subsidy of 
$107,600,000 during the 50-year repayment period. 

It is obvious from analysis of this table that other large industries 
in the State of Montana also are the recipients of a considerable sub- 
sidy of below-cost power from Hungry Horse. The table shows that 
3.76-mill Hungry Horse power is supplied to these large industrial 
corporations and private utilities at these bargain rates: 


[Mills per kilowatt-hour] 


meckor: Chiemsee Wetting csccnndssenrcsnhnuimnsenbonsatninieberieteua 2. 24 
Mehtined Power. Cte ciivonncverincotmminetiitmmndmiianmmaaaD 2. 49 
Pacic Power @ Lise Wo nnn) scnnccnwstcuesewtatlidbbhabisniheownunetnae: 2. 46 


COOPERATIVES PAY MORE THAN BIG INDUSTRY 


It is also interesting that the power sold to the 5 cooperative cus- 
tomers brings a more realistic rate of return—an average of 3.24 to 3.55 
mills per kilowatt-hour. 

At another recently completed power dam on the Columbia—at The 
Dalles, Oreg.—power is produced for 3.4 mills per kilowatt-hour, but 
is sold for 2.1 mills per kilowatt-hour. One large industrial customer, 
the Harvey Machine Co., gets a price of 1.72 mills per kilowatt-hour 
for 120,000 kilowatts of power. The subsidy for this large industrial 
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user, therefore comes to approximately $1.8 million annually, or 
nearly $90 million in 50 years. 

There is nothing illegal about this below-cost sale of power. The 
authority is provided for in legislation authorizing a so-called postage 
stamp power rate for the system, and the agency employees and the 
consuming industries apparently are proceeding legally and above- 
board in setting these rates and negotiating contracts. 

This makes it readily apparent ‘that larg ge quantities of higher-cost 
pron are being absorbed into the Bonneville power system, w vhich has 

ong prided itself on its 2-mill rate. Estimates for at-site power costs 

at some forthcoming projects, provided by BPA, are as follows: Ice 
Harbor, 4.8 mills; Hills Creek, 4.6 mills; Cougar, 5.1 mills; and Roza, 
3.3 mills per kilowatt-hour. Yet, in spite of such Columbia River 
power costs in excess of 4 mills, the backers of high Hells Canyon Dam 
have been endeavoring to discredit all hydro projects that must sell 
power at a higher rate than 2 mills. 


ONE TWENTY-FOURTH OF STATES RECEIVE ONE-SEVENTH OF INCOME 


12. Rejection of 8.555 would not mean discrimination against the 
States of Oregon and Washington in their water-resource development. 
These States already have received one-seventh of Federal flood con- 
trol and navigation construction funds and one-fifth of the reclama- 
tion construction funds appropriated for all the 48 States. 

The Northwest States of Oregon and Washington—which repre- 
sent one twenty-fourth of the 48 States by number—have received 
approximately one-seventh of the total construction funds for flood- 
control and navigation projects, and an even greater proportion of 
the reclamation construction appropriations for all 48 States. And 
they have roughly one-fourth of the backlog projects already au- 
thorized for construction. 

Maj. Gen. Charles G. Holle, Deputy Chief of the Corps of Engi- 
neers, in a speech in the Pacific Northwest in the fall of 1955 stated: 


During the 4 years, fiscal 1953 through 1956, almost a half 
billion dollars have been appropriated ‘for new works by the 
Corps of Engineers in this basin—a sum far greater than that 
provided for any other river basin in this Nation, and 
amounting to some 30 percent of the new work appropria- 
tions for the entire United States. 


NORTHWEST IS GENEROUSLY TREATED 


This does not make it appear that the great Pacific Northwest 
has been discriminated against in funds appropriated for water- 
resource development. On the contrary, it makes it abundantly clear 
that just the reverse is true. 

In addition to this generous treatment, it is true that the States 
of Oregon and Washington will benefit tremendously from the three- 
dam project on the Snake River. This Idaho Power Co. project will 
make it possible for downstream Federal powerplants to produce much 
additional energy, simply by the addition of supplemental generatin 
and transmission equipment. Furthermore, the Brow nlee Dam wil 
contribute a million acre-feet of storage to the Columbia River flood- 
control program aimed at reducing the flood danger to downstream 
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power and navigation installations and to the city of Portland, Oreg. 
The project also will provide navigation benefits to the Pacific North- 
west, again at no cost. 

It also should be considered that there is underway in the Pacific 
Northwest today one of the greatest hydroelectric construction pro- 
grams ever undertaken at one time in any single area in the Nation. 
This billion dollar program, the Wall Street Journal estimated, will 
result in the addition of 4.6 million kilowatts to Northwest power 
generation, roughly the equivalent of the installed capacity of the 
Federal hy droelectric plants completed in that region, This partner- 
ship program, involving both public power agencies and privately 
owned utilities, would su iffer from enactment of S. 555. 


NO REVENUES FOR WATER DEVELOPMENT FOR HALF CENTURY 


13. Revenues from the high dam would not be available to support 
reclamation developments in the Snake River Basin until, at earliest, 
the year 2014, and then only upon direct congressional authorization. 

The conventional reclamation project authorizes so-called partici- 
pating projects, which are water-development projects eligible to 
participate in excess revenues from project units which produce hydro 
power. Project-power rates, therefore, are set at a level to return both 
the cost of power facilities and funds to help develop water. This is 
definitely not the case with respect to S. 555, which authorizes only 3 
power units, which are to be repaid from revenues within 50 years. 

This means that the power users of the high Hells Canyon project 
would be the exclusive project beneficiaries for a half century. Also 
it would mean that projects to help develop water in the Snake River 
Basin—where all the water for the Hells Canyon reservoir origi- 
nates—would have to wait at least until the year 2014 for assistance 
from high Hells Canyon power revenues, because it would require at 
least 6 years to complete construction of the high dam and 50 years 
to repay its cost. 

Revenues from the three-dam project, on the other hand, would be 
available for such purposes several years earlier, if they were deemed 
essential for area water development and if the Government. assumes 
operation of the facilities or provides for such revenues in a license 
extension at the end of the 50-year licensing period. Hence, the 
possibilities for irrigation and municipal water assistance from the 
three-dam project are just as good as they are from the Federal project, 
and funds can be obtained several vears earlier—in spite of claims 
to the contrary by supporters of S. 555. 

Under the FPC plan, the Government retains ownership of the dam 
and reservoir site, and the water rights are left within the States 
affected. Only a limited revocable license is issued to the privately 
owned public utility, which must construct and operate the power 
facilities required. Hence, there is absolutely no justification for the 
charge of an alleged giveaway of this Federal power resource. 


WOULD COMPETE WITH BONA FIDE RECLAMATION PROJECTS 


14. [Tf the project proposed in 8. 555, including both transmitting 
and generating facilities is built in 6 years, as the proponents contend 


it will be, the high Hells Canyon project would require nearly $100 
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million a year in reclamation appropriations. Total reclamation con- 
struction funds requested in the 1958 Presidential budget amount to 
only $156 million for all 17 Western States, and efforts are being made 
in some quarters to reduce this amount. 

Explanation: Self-explanatory. 


TAX INCREASE MAY ELIMINATE ADVANTAGE 


15. The rapid tax amortization granted Idaho Power Co. is no 
giveaway as charged. 

Proponents of high Hells Canyon are seeking to build a smokescreen 
on the granting by the Office of Defense Mobilization of a rapid tax 
amortization certificate to Idaho Power Co. on the Brownlee and 
Oxbow plants. 

The minority feels that the merits and demerits of the tax-amortiza- 
tion program have no direct bearing on the authorization of a Federal 
power dam on the Snake River. This defense-building incentive pro- 
gram was authorized by Congress during the Truman administration, 
and the legislation has been left, in effect, by the Democratic 84th and 
85th Congresses. Both President Eisenhower and Treasury Secre- 
tary Humphrey have announced their opinion that this Korean war 
legislation should be reviewed and a major part of the program 
curtailed. 

It is significant that tax-amortization certificates have been granted 
to some 913 privately owned utilities throughout the country, includ- 
ing the Pacific Northwest. Hence, the granting of such a certificate to 
Idaho Power Co. was not a precedent by any means, 


CERTIFICATE TERMS DESCRIBED 


Furthermore, it should be considered that the certificate merely 
permits the Idaho Power Co. to amortize 65 percent of its investment 
on 2 dams in 5 years instead of the customary 20 to 30 years. This 
means that, in the event of tax increases between 1963 and 1978 or 1988, 
the company may actually pay more in taxes than it would have had to 
pay if the amortization period were extended over the entire first 
20 to 30 years of the project repayment. In addition, the 2 dams must 
be completed in 1958 in order for the firm to qualify for the certificate. 

And since this is a regulated public utility, if any savings in com- 
pany operations result from this transaction, the overall savings would 

ave to be passed on to the power customers in the utility’s area. It 
should be considered, however, that the firm is undergoing heavy ex- 
pense in investing $133 million in the new facilities, a private invest- 
ment which will make it possible for the Federal Government to Lt 
the necessity of spending more than a half billion dollars in the Hells 
Canyon area. These private facilities, moreover, will contribute 
flood-control benefits valued at $1 million annually, and public recre- 
ational and navigation values worth many million dollars more. It 
also contributes a windfall of potential increased power production to 
Federal plants downstream from Hells Canyon. 


TAX AMORTIZATION GRANTS TO NORTHWEST INDUSTRIES 


By contrast, among the tax amortization grants extended in the 
Pacific Northwest was one to Anaconda Aluminum Co. at Butte, Mont. 


Soke ee OO D pe 
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This company not only will receive a subsidy of a hundred million 
dollars’ worth of below-cost power from Hungry Horse, but also 
received in 1952 a rapid-tax-amortization certificate for 85 percent of 
its $65,250,000 aluminum plant. 

From the same Hungry Horse project, Montana Power Co. obtains 
a million dollars worth of power annually at a rate one-third below 
the at-site cost. In addition to this total rate subsidy of $16 million, 
Montana Power has received 3 tax-amortization certificates between 
1951 and 1956, for a total of $11,285,000, or nearly half of the firm’s 
investment in new power facilities. 

And farther down the river, the Harvey Machine Co., in December 
1953, received a rapid-tax-amortization certificate for $55,462,000, or 
85 percent of the cost of its new aluminum plant at The Dalles, Oreg. 
This concession to an industry which operations and profits are not 
State-regulated, as is the case with public utilities, was granted, in 
addition, a below-cost rate of 1.72 mills for power, which in 50 years 
will amount to a subsidy of $300 million. 

This type of public generosity apparently is fine for the States of 
Montana, Oregon, and Washington—because no one from that area 
has complained of it publicly—but a lesser concession in the State of 
Idaho is being criticized today as morally reprehensible, or worse. 

It is also surprising that backers of high Hells Canyon Dam would 
object to a defense production incentive for Snake River power facil- 
ities. The authorizing section of virtually every Hells Canyon Dam 
bill, including S. 555, stresses the national defense values of this pro- 
posed project. 


HIGH HELLS CANYON BACKERS AFFIRM DEFENSE VALUES 


In the Senate hearings, Representative Gracie Pfost made this state- 
ment of the importance of Hells Canyon power to national defense: 


We have learned once again how close the world teters on 
the brink of conflict—and we know that might and force are 
still the universal language. We remember what Bonneville 
and Grand Coulee meant to us during World War II, and 
we realize that only by continuing to be the arsenal of democ- 
racy can our voice be truly effective in a grave and uncertain 
future. Huge blocks of low-cost power, such as the high 
Hells Canyon Dam would provide, lend considerable author- 
ity to that voice. 


In view of the urgent need for large blocks of new power in the 
Pacific Northwest, as persistently proclaimed by many supporters 
of the high Hells Canyon project, we fail to see how these individuals 
can justify destruction of a partially built project that can produce 
comparable power and start delivery of it in 1958 in favor of a project 
that cannot be in production to the same level until 1964. Further- 
more, we fail to see how they can now consistently attack the ODM 
tax-amortization action on the three-dam Hells Canyon project as 
not being justified for defense needs. 


23002°—58_ 5S. Rept., 85-1, vol. 2 35 
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M’NARY CONSTRUCTION POWER USE QUESTIONED 


16. Section 3 (c) of S. 555 directs the Secretary of the Interior to 
supply and transmit from the McNary Dam, many miles downstream, 
the necessary construction power for the Hells Canyon Dam, in spite 
of the fact that the Secretary of the Army has specifically stated that 
“the purpose of this provision is not clear and might prove undesir. 
able from an economic standpoint.” 

This objection from Secretary Brucker is included in a letter to 
Chairman Murray of the Senate Committee on Interior and Insular 
ao dated March 4, 1957, and reproduced in the Senate hearings 
on 8. 555. 


Artruur V. WATKINS. 
Henry C. DworsHak. 
Frank A. Barrett. 
Barry GOLDWATER. 
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FRYINGPAN-ARKANSAS PROJECT, COLORADO 


May 15, 1957.—Ordered to be printed 


Mr. Carrot, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
with 
MINORITY VIEWS 


[To accompany 8S. 60] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 60) to authorize the construction, operation, and 
maintenance by the Secretary of the Interior of the Fryingpan-Arkan- 
sas project, Colorado, having considered the same, report favorably 
thereon with amendments and recommend that the bill, as amended, do 

ass. 
: AMENDMENTS 


(1) Page 2, line 11; strike “Senate Document Numbered 106, 
Eighty-second” and insert in lieu thereof “House Document Num- 
mered 187, Eighty-third”. 

(2) Page 3, line 8; change the period to a colon and insert the 
following proviso: 

Provided, That contracts for construction costs allocated to 
commercial power and municipal, domestic and industrial 
water shall provide for repayment within fifty years after 
completion of construction. 

(3) Page 4, lines 2 and 3; strike “Senate Document Numbered 106, 
Eighty-second” and insert in lieu thereof “House Document Numbered 
187, Eighty-third”. 

(4) Page 5, strike all of line 9 and insert in lieu thereof “36-39 of 
House Document Numbered 187, Eighty-third”. 


1 
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(5) Page 7, line 2; change the period to a colon and insert the 
following proviso: 


Provided, That all lands within the exterior boundaries of a 
national forest acquired for recreational or other project 

urposes which are not determined by the Secretary of the 

nterior to be needed for actual use in connection with the 
reclamation works shall become national-forest lands: Pro- 
vided further, That the Secretary of the Interior shall make 
his determination hereunder within five years after approval 
of this Act or, in the case of individual tracts of land, within 
five years after their acquisition by the United States: And 
provided further, That the authority contained in this sec- 
tion shall not be exercised by the Secretary of the Interior 
with respect to national-forest lands without the concur- 
rence of the Secretary of Agriculture. 


Amendments are described as follows: 

(1), (3) and (4) refer to more recent documents describing the 
project ; 

(2) provides for the repayment of the costs of the project which 
are allocated to commercial power and municipal, domestic and 
industrial water supplies within a 50-year period after the com- 
—— of construction (the rate of interest on such unpaid costs 

eing described in the following subsection 2 (b)) ; and 

(5) for the assignment of lands, purchased for the project 
but found not needed, to the national forests if they lie within 
the boundaries of a national forest, if agreeable to the Secretary 
of Agriculture. 


PROPOSED AMENDMENTS REJECTED 


The committee considered and rejected a series of amendments 
which the junior Senator from California (Mr. Kuchel) discusses in 
separate and minority views attached to this report. An amendment 
forwarded by certain Colorado western slope interests was received 
by the committee subsequent to the hearings, which would in effect 
have conditioned activation of the Fryingpan-Arkansas authoriza- 
tion on subsequent action of the Colorado State Legislature with re- 
spect to transmountain diversions of water. In view of the endorse- 
ment of the project by the Governor of Colorado and the water con- 
servation board of the State, the committee felt the interests of the 
State were fully protected and rejected the amendment. 


PUBLIC HEARINGS HELD 


A public hearing was held on S. 60 on March 21, 1957, by the Sub- 
committee on Irrigation and Reclamation. The testimony and ex- 
hibits were subsequently considered by the subcommittee and the par- 
ent committee in executive sessions. 


HISTORY OF PRESENT PROPOSAL 


A preliminary draft of a planning report which covered the pres- 
ently proposed works of the Fryingpan-Arkansas project was made 
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public on September 1, 1948, by the Bureau of Reclamation’s regional 
director at Denver, Colo. The project there proposed was referred to 
as the initial development or first phase of a Gunnison-Arkansas proj- 
ect but its physical plan was substantially the same as that for the 
present Fryingpan-Arkansas project. The development was under- 
stood to be completely self-contained. 

After thorough review, the Colorado State Water Conservation 
Board recommended in February 1951 that the proposed undertaking 
be renamed the Fryingpan-Arkansas project. This recommendation 
was made in order to avoid even a semblance of an endorsement, on 
the part of certain interests in Colorado, of an ultimately larger 
development which other interests contemplated. The understanding 
is clearly expressed in the following paragraphs from Senate Docu- 
ment 106, 82d Congress: 

Page 33: 

It is recommended that this project shall hereafter be 
referred to as the Fryingedh-Askegead project. Approval 
of this provision by eastern Colorado representatives shall 
not be implied as an abandonment of their expressed inten- 
tion to obtain approval of a project from the Gunnison 
River nor shall approval of this provision by western Colo- 
rado representatives be construed as any consent on their 
part to the authorization of a project for the exportation 
of water from the Gunnison River to eastern Colorado. 


Page 34: 


Colorado’s approval of the plans set out in the report and 
of the authorization of the project is conditioned upon com- 
pliance with the operating principles set forth in the report 
(see par. 74, pp. 27 to 33, both inclusive) and also full recog- 
nition and compliance with those portions of the policy and 
review committee’s report, as revised and approved by the 
Colorado Water Conservation Board, which are omitted 
from the report and which are hereinabove set out; except 
that as to the name of the project, it is recommended and 
urged that in an appropriate manner the project should here- 
after be known and referred to as the “Fryingpan-Arkansas 
project.” It is noted from the letter of the Commissioner of 
Reclamation to the Secretary of the Interior, contained in 
the report, that it is stated: 

“* * * * This development is designed as a self-contained 
unit, and its construction would not imply a commitment for 
developing future water suppaes in the Gunnison River 
Basin for diversion to the Arkansas River Basin.” 

Colorado approves this statement but such a statement 
lends weight to the reason for changing the name of the 
project as herein recommended. Diversion from the Fry- 
ingpan River to the Arkansas River has no relation to the 
Gunnison River. It is not proposed under this “self-con- 
tained” project to divert water to the Arkansas Basin from 
the Gunnison River. The identificaion of the project on the 
cover of the report and used throughout the report—“Initial 
development, Gunnison-Arkansas project, Roaring Fork 
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diversion, Colorado”—is a misnomer and misleading, and 
in the future may, in some manner, lead to unwarranted 
implications. In addition to the recommended change in 
the project identification, Colorado requests that the project 
be authorized as the “Fryingpan-Arkansas project.” 


A revised report on the project was prepared by the regional di- 
rector on February 23, 1951, and, after review by the Commissioner 
of Reclamation, was approved by the Secretary of the Interior on 
May 4, 1951 Comments were requested from the States of the Colo- 
rado and Arkansas River Basins in accordance with the Flood Control 
Act of 1944 and from interested Federal agencies. This report, to- 
gether with the comments of the States of Arizona, California, Colo- 
rado, Kansas, Utah, and Wyoming, the Corps of Engineers, the De- 
partments of Agriculture and Commerce, the Federal Power Com- 
mission, the Public Health Service, and the Bureau of the Budget, 
was transmitted to the Congress on June 9, 1953, after further study 
by the Secretary of the Interior. The report and the comments on 
it are printed as House Document No. 187, 83d Congress. 

Bills to authorize construction of the Fryingpan-Arkansas project 
were introduced in the 82d Congress (S. 2931, H. R. 7278), the 83d 
Congress (S. 964, H. R. 236), and the 84th Congress (S. 300, H. R. 
412), and the 85th Congress (S. 60, H. R. 594). Extensive hearings 
at which both proponents and opponents of the project were given 
ample apportunity to make their case were held on the 83d Congress 
bills. Similar hearings have been held on the 84th and 85th Con- 
gress bills. Transcripts of these hearings are available in printed 
form. S. 964, 83d Congress, passed the Senate on July 10, 1954. 

In his budget message for the fiscal year 1956, 1957 and 1958 (S. 
300, 84th Cong., passed the Senate on July 12, 1956) the President 
recommended enactment of legislation for construction of the Fry- 
ingpan-Arkansas project. The budgets for 1957 and 1958 make clear 
that, upon the enactment of such legislation, the administration is 
prepared to request funds to initiate immediate construction. 

It is apparent from the foregoing that the Fryingpan-Arkansas 
project has been open to public scrutiny over a long period of time 
and that it has received very extensive consideration in the executive 
branch of the Government, by the States which are concerned with 
it, and by the committees of the Congress. 


DESCRIPTION OF THE PROJECT 


The Fryingpan-Arkansas project is designed to import water from 
the Colorado River Basin to the Arkansas River Basin and to regu- 
late flows in the latter basin so that they can be used to greater ad- 
vantage than under existing operational practices. The project, as 
planned, will furnish a partial supply of water to approximately 
322,000 acres of land which now have an inadequate or undependable 
supply, will supplement the supplies of a number of expanding munici- 

alities in the Arkansas River Valley (Colorado Springs, Pueblo, 
Maridionslal Rocky Ford, La Junta, Las Animas, Lamar, Crowley, 
Eads, and Wiley) and will generate through 123,900 kilowatts of 
capacity about 470 million kilowatt-hours of salable electric energy 
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annually. It will provide also flood control, recreation, fish and wild- 
life protection, and other useful purposes. 

On the western slope of the Continental Divide snowmelt runoff 
will be collected by a system of conduits, 60 miles in length, a portion 
of which begins at 10,750 feet above sea level. By means of canals 
and tunnels, these waters will be delivered to the western portal, at 
elevation 10,000 feet, of a 5.3-mile tunnel to pass beneath the Conti- 
nental Divide, discharging into a tributary of the Arkansas River. 
A short distance below the outlet of the tunnel, these waters as well 
as Arkansas River water, will be regulated by an enlargement of the 
existing Sugarloaf Reservoir, owned by the Colorado Fuel & Iron Co. 
The po capacity of this reservoir is 17,000 acre-feet. It is pro- 
posed to enlarge it to 117,000 acre-feet. 

The waters regulated by the reservoir will be conveyed through a 
canal in a southerly direction to the proposed Elbert powerplant, to 
operate under a head of 500 feet. The discharge from the powerplant 
will be directly into the enlarged Twin Lakes Reservoir, which will 
be increased from its present capacity of 56,000 acre-feet to 260,000 
acre-feet. This reservoir also serves to regulate waters presently 
imported from Colorado River drainage by irrigation interests in 
the Arkansas River Basin. The regulated flows available from Twin 
Lakes Reservoir are to be conveyed by a closed conduit to a powerplant 
immediately above Otero Reservoir, operating under a head of 300 
feet. 


MULTIPLE-PURPOSE PHASES OUTLINED 


Water will be discharged from Otero Reservoir, situated on Clear 
Creek not far from its junction with the Arkansas River, into a canal 
which will carry the water about 6 miles to the proposed Wapaco 
powerplant, to operate under a head of about 500 feet. After passing 
through the powerplant, the water will be conveyed about 20 miles 
to the proposed Princeton powerplant, to operate under a head of 300 
feet. From the tailrace of this powerplant, the water will be conveyed 
4 miles to the proposed Pancho powerplant, with a head of 270 vn 
whence the flow will be carried 3 miles to the terminal powerplant o 
the mountain system, near Salida, to operate under a head of 400 
feet. The total length of the power conduits and canals is about 60 
miles, and the total fall 2,250 feet. The generating capacity proposed 
to be installed in these 6 plants is about 111,900 kilowatts. 

The discharge at the tailrace of the proposed Salida powerplant is 
directly into the Arkansas River at devation 7,300. Below Salida 
powerplant, the important flows from the Colorado River drainage 
will move downstream with local Arkansas River water to be further 
regulated and controlled by the proposed Pueblo Reservoir, the site 
of which is situated 7 miles westerly from the city of that name. The 
capacity of this reservoir, at elevation 4,902 feet above sea level, will be 
400,000 acre-feet. This capacity is sufficient to regulate for irrigation 
and municipal users the combined waters of the Arkansas River and 
importations. It will provide 94,000 acre-feet to be used jointly for 
conservation purposes and for sediment retention and 93,000 acre-feet 
for fiood control. 

The remainder of its space will be utilized as required for the 
principal project purposes, A 12,000-kilowatt powerplant is planned 
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below the dam. The facilities for delivery of water to the cities and 
towns along the Arkansas River downstream from Pueblo will be 
constructed under 8. 60 only if it is found infeasible for these com- 
munities to finance them. 


PROTECTION FOR WESTERN SLOPE 


The plan for the Fryingpan-Arkansas project also includes con- 
struction of a small reservoir (about 28,000 acre-feet) on the Roaring 
Fork near the town of Aspen, Colo. This reservoir will, by regulation 
of the waters of that stream, serve to replace for present and future 
users of water in the Colorado River Basin in Colorado the water 
which is to be diverted to the Arkansas Valley. The cost of this reser- 
voir is a part of the overall project and will be repaid accordingly. 
The bill incorporates by reference a number of operating principles 
which have been agreed to by all interested parties. These relate to 
the administration of Aspen Reservoir, to the preservation and propa- 
gation of fish, and to certain other phases of the project’s operation. 
The city of Colorado Springs will divert project water by pumping 
from the Arkansas River near Canon City. Pumping plants and pipe- 
lines are included in the project. 


LOCAL COOPERATION AIDS PROJECT 


Twin Lakes Reservoir & Canal Co. is the owner of Twin Lakes Res- 
ervoir. The project involves an enlargement of the existing reservoir 
and the water users will pay for benefits derived from the enJargement. 
This company now diverts Colorado River Basin flows through a 
Continental Divide tunnel with a capacity of 501 second- feet. Its 
average annual diversion has been 4,500 acre-feet from Roaring Fork 
River. Its right to divert is approximately 32,000 acre-feet annually 
but streamflow within the catchment area is inadequate to provide any 
such quantity to meet irrigation demands. 

The proposed Fryingpan-Arkansas project requires a large reser- 
voir at the Twin Lakes site. The use of a portion of this storage to 

capture other waters for the Twin Lakes Reservoir & Canal Co. in 
return for the company’s forgoing the exercise of some of its present 
rights will both serve its needs and avert damages to western slope 
sport fisheries. 

The largest industry in the Arkansas Valley is the Colorado Fuel & 
Tron Co., whose iron and steel production is centered at Pueblo. This 
company requires no project water but will cooperate in connection 
with further development of its Sugarloaf storage site. Other holders 
of water rights have expressed a willingness to participate in the proj- 
ect and to pay for benefits received. 


PROJECT WATER SUPPLIES AND WATER REQUIREMENTS 


Irrigation and municipal requirements in the Arkansas Valley 
in Colorado have developed, by means of use of natural flow, sur- 
face and ground storage, an average annual beneficial use of 643,- 
000 acre-feet of main river waters, including imported flows from 
the Colorado Basin which have averaged 48,000 acre-feet annual- 
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ly. But the developed and imported water supplies are deficient 
in meeting the requirements of existing irrigated agriculture by 
about 340,000 acre-feet annually. They can satisfy present and future 
municipal and domestic requirements for the cities of Pueblo, Colo- 
rado Springs, and other incorporated places downstream in Colo- 
rado which are situated along the Arkansas River only by retiring 
irrigated lands from production. Existing stream and groundwater 
supplies in this area are of poor quality and limited in quantity. 

To meet a portion of these needs, the Fryingpan-Arkansas proj- 
ect will import an average of 69,200 acre-feet annually from the 
Fryingpan River and Hunter Creek. This quantity, after convey- 
ance and storage losses, will result in delivery of about 53,700 acre- 
feet to the several water users. In addition winter diversions under 
valid irrigation water rights in the Arkansas Valley will be reduced 
or discontinued, no longer placing a demand on the river above the 

roposed Pueblo Reservoir. Arkansas River flood flows will also 
be captured in that reservoir. The total project water supply at 
canal headgates will be approximately 183,000 acre-feet annually, 
including return flows and 14,900 acre-feet which will be diverted 
through the Twin Lakes facilities. 


ACREAGE LIMITATION EXEMPTION 


With reference to the exemption of the project lands from the 
acreage limitation provisions of the reclamation laws, provided for 
in S. 60, the committee notes: 

(1) that present development of irrigated agriculture in the 
valley was accomplished without Federal financial aid; 

(2) that present flows of stream are overappropriated ex- 
cept during extreme floods; 

(3) that the project water to be supplied to irrigators from 
Colorado River tributaries is only about 6 percent of their total 
supply; 

(4) that each farm contains an average irrigated area of only 
70 acres; and 

(5) that over a long period there has developed a stable pat- 
tern of ownerships and operations in the several irrigation dis- 
tricts and canal companies. 

The committee also received testimony to the effect that 49 joint 
ownerships of over 320 acres cover 27,000 acres, and that there are 
42 ownerships, among which are sugar companies, banks, farm oper- 
ating companies, etc., covering 14,700 acres and varying from 1 to 4,500 
acres, averaging 350 acres. 

The United States irrigation census of 1949 shows that the average 
farm in the valley between the John Martin Dam and Pueblo con- 
tains 70 acres of irrigable land. Testimony was given that only about 
121% percent of the 322,000 acres was in excess landholdings. In view 
of the costs involved in continuous examinations of titles necessary 
for enforcing land limitation regulations as against the extent and 
origin of these holdings, chiefly of families, as well as other factors 
noted above, the committee recommends the exemption provided in 
section 2 (e). 
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REPAYMENT AND ECONOMIC ANALYSIS 


The basic project plan and major features are described in detail 
in Senate Document No. 106, 82d Congress, and House Document 187, 
83d Congress. 

Since this project was considered by the Senate last year, however, 
construction costs have increased somewhat but not to an extent that 
impairs the attractive economic analysis and repayment plan outlined 
in those documents. 

A major factor contributing to this favorable situation has been 
the phenomenal growth of population and valuations in the area, 
particularly in the city of Colorado Springs which results in a broader 
tax base for the overall conservancy district which is being formed. 
Adoption of a new power rate schedule, adjustments in the municipal 
water service plan, and use of cost estimates based upon recent con- 
struction trends also contribute to the favorable financial status, 

The committee notes that the State of Colorado was a pioneer in 
providing statutory procedures for the “conservancy district” con- 
cept in the setting up of an organization to contract for repayment 
of certain costs of multiple-purpose projects. The conservancy dis- 
trict includes urban, suburban, and agricultural properties as well as 
that of public utilities. 

The following tabulation presents a comparison of the economic 
feasibility and repayment plan set out in House Document No. 187, 
with that now proposed : 


Comparison of feasiblity and repayment outlines 


H. Doce. 187 Current 
(83d Cong.) estimates 
























Estimated construction costs .....-...--..-----.------------------------- $172, 898, 000 $159, 287, 000 
Tentative allocation of costs: 
IND 5 ink diniddetedictsonbiidaneseebbeeccuneccess 75, 128, 000 67, 069, 000 
Municipal water: 
Basic project costs (reimbursable) ....................-.-----...- 11, 154, 000 9, 692, 000 
Delivery system (reimbursable) .........-......-.-.-.-...-...--- 21, 500, 000 13, 291, 000 
Power (reimbursable) __..-...-.-.---- us 41, 945, 000 49, 853, 000 
Flood control (nonreimbursable) - --- lcd 20, 341, 000 17, 227, 000 
Fish and wildlife (nonreimbursable)..............-........-......-.- 2, 830, 000 2, 155, 000 
I el teed 149, 727, 000 139, 905, 000 
SE SRI oo odie os cicrsnbn cn cdnncinadanaduddbbbbaaaell 23, 171, 000 19, 382, 000 
Estimated annual net revenues: 
Rete oad aniadnnebebaetundonbisndeobuchdes 622, 000 1 869, 700 
I Li bhatt osbihtlnsNedbbapodedidednasoonempadhoscs 21, 504, 400 21, 875, 200 
Municipal water: 
ROU en ee i dds cone ccaation 433, 000 328, 700 
i ritntntbentniientinscdtthsbupbeggannnnenes 631, 200 484, 410 
Estimated repayment periods: Years Years 
I ec cemmennnine 69 $54 
EE TENGE SPUOINUNUNE eo ccc cnectt tn cascdbeewsenweccesonnees 63 348 
tin diniis take tilaier a oechoonsebencecneoanup 52 344 





1 A verage-year revenues. 

2 The mil] rate per firm kilowatt-hour is 5.5 in H. Doc. 187 and 6.5 in the current estimates. 

3 After construction is completed and revenues have been brought up to normal. Power net revenues 
after the power allocation is repaid with interest, will be applied to st in retiring the irrigation invest- 
ment. 


NONREIMBURSABLES FULLY JUSTIFIED 


Nonreimbursable allocations of cost to flood control and to fish and 
wildlife preservation are amply justified and are in accordance with 
existing law. The reservoirs, especially Pueblo, will provide a high 
degree of flood protection to the lands and improvements along the 
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Arkansas River between Pueblo Dam and John Martin Reservoir. 
Most of the fish and wildlife benefit is based upon preservation of the 
western slope streams as live streams despite the diversion of the 
full entitlement of the project and the private diversions. Additional 
benefits through creation of recreational opportunities, sediment con- 
trol and entrapment, and pollution abatement exist but have not been 
assigned monetary values in the determination of project feasibility. 
The project, under the new analysis, would be able to retire all the 
reimbursable costs of the project within 54 years after completion of 
the last feature. Before construction of all features is completed in- 
creased water importations can be made and partial revenues will be 
received. The revenues from water sales, conservancy district taxes, 
and power during this period will make a significant contribution 
to repayment before project completion. Averages are given in the 
following table: 


Details of annual net revenues—function and source of revenues 


Irrigation and district: 


Project water (51,200 acre-feet, at $5.40)_--..--------________ $276, 500 
Twin Lakes service (12,500 acre-feet, at $3) _--.--_--------___. 37, 500 
Regulation of winter water (74,000 acre-feet at $2.25) .-.__._____ 166, 500 
District tax (average over repayment period) ?--...------._---- 477, 200 
BUDtetNl eee 957, 700 
Less operation, maintenance, and replacement. __-___.-_--._-.. —88, 000 
Net irrigation revenues (rounded) -—~-.....---...-__-__-.-..- 869, 700 
Power: 
370,000,000 kilowatt-hours, at 6.5 mills._....ue..........-.. 8 2, 405, 000 
97,200,000 kilowatt-hours, at 3.5 mills._._..ctttc.ctc.cttt. 840, 200 
I 5k iieniasineessassisitnadeciiectismatind aah tpeaindaisaniiitadiasitiedisaiaiian cas ene 2, 745, 200 
Less operation, maintenance, and replacement._..-...-_---__.. —870, 000 
Net power revenues (rounded) —~--...------------- 1, 875, 200 
pr | 
Municipal and industrial water supply: 

Municipal supplies (20,500 acre-feet, at $5.40)_------------___ 110, 700 
Storage of C. F. and I. water (4,000 acre-feet, at $2)--___-_____-__ 8, 000 

Portion of district tax* (applied to repayment of municipal water 
BUDOUY Yass cis neal pacha atkins 223, 000 
BOUT IDOI seca echnittetientndncmaatessinceaiettoraninesssadetatanee taal aa eeetiicanabdanmeiaiaean aman 841, 700 
Less operation, maintenance, and replacement___.-----.-_--__- —13, 000 
Net municipal water revenues (for supply) —-------------...- 328, 700 





— 


Municipal and industrial water delivery system: 
Delivery of water to Colorado Springs (10,000 acre-feet, at 





$F. 80) is id Seba s 556. JOR ecadiesaeaneaaeee 293, 900 
Delivery of water to valley towns (7,500 acre-feet, at $53.20)_.... 391, 500 
RII... 6eicnh, Urstestncatintdcanuchenhab et hicnenl dena neendacepacmadsedionsacaaiaie 685, 400 
Less operation, maintenance, and replacement. .--_--__--.-.-_. —201, 000 
Net municipal water revenue (for delivery system) -—---.-...- 484, 400 
Total average annual net project revenue___.___------------- 8, 558, 000 


1The district tax would be realized from ad valorem tax of 1 mill levied by the con- 
Servancy district on taxable property within the district boundaries. The 1956 assessed 
value of property within the contemplated project was $395 million. It has been estimated 
that the average annual increase in assesed valuation would equal 2 percent of the 1956 
valuation. An average of $40,000 per year has been allowed for district expense, 
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INTERSTATE CONSIDERATIONS 


The State of Colorado is a party to the Colorado River compact of 
1922 and the upper Colorado River Basin compact of 1948. The 
consent of the Congress has been given to both of these documents. 
Under the 1948 compact, Colorado’s share of the waters apportioned 
to the upper basin States (Colorado, Wyoming, and parts of Utah, 
New Mexico, and Arizona) is 51.75 percent. The Colorado River 
water proposed to be diverted by the Fryingpan-Arkansas project 
is about 2 percent of Colorado’s share of the upper basin’s apportion- 
ment. The proposed project has been approved by the Upper Colorado 
River Commission. 

Section 7 of S. 300 specifically provides, as a matter of caution, that 
the use of water from the Colorado River system under this project 
shall be subject to the law of that river—specifically, the Colorado 
River compact, the upper Colorado River Basin compact, the Boulder 
Canyon Project Act, and the Mexican Water Treaty. It also provides 
that none of the waters exported from the Colorado River Basin by 
this project shall be made available for use outside of the State of 
Colorado by exchange or substitution or, as far as the same is control- 
lable through the operation of works authorized in the bil! or hereafter 
authorized, by the use of return flow; specifically, Colorado’s obliga- 
tions under the Arkansas River compact remain unchanged. Finally, 
the bill provides that it shall not be construed to aid or prejudice 
any right or claim of right to the use of the waters of the Colorado 
River system or as an interpretation of any of the documents referred 
to above. 

CONCLUDING OBSERVATIONS 


In reporting S. 300 favorably, the committee desires to emphasize 
that— 

(1) The amount of water to be exported by the project from the 
Colorado River Basin to the Arkansas River Basin is so small (69,000 
acre-feet) that it cannot conceivably affect the rights of other States 
under the Colorado River compact or the upper Colorado River Basin 
compact. In fact, opponents of the project who were heard by the 
committee themselves characterized it as “insignificant” and its effect 
on the lower Colorado River Basin’s present supply as “nominal.” 

(2) Approval of the Fryingpan-Arkansas project by the committee 
or by the Congress in no way constitutes a commitment to later 
authorization of any larger transmountain diversion project involving 
the Fryingpan, Roaring Fork, or Gunnison Rivers. Any such pro- 
posal will have first to be thoroughly investigated and considered by 
the Department of the Interior, the States concerned, and the 
Congress. 

(3) The law of prior appropriation, to which all of the Colorado 
River Basin States adhere, recognizes the legitimacy of out-of-basin 
diversions and gives no preference to in-basin uses over out-of-basin 
uses. The Colorado River compact also recognizes the legitimacy of 
out-of-basin use and places no impediment in its way. In apportion- 
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ing to the upper and lower basins the use of specified quantities of 
water, it specifically defines the two basins to include both— 


Those parts of the States * * * within and from which 
waters naturally drain into the Colorado River system— 


and— 


also all parts of said States located without the drainage area 
of the Colorado River system which are now or shall here- 
after be beneficially served by waters diverted from the 
system * * *, 
Notable diversions for out-of-basin use in States of the Colorado Basin 
other than Colorado itself are those of the Metropolitan Water District 
of Southern California to serve Los Angeles and adjacent areas, the 
All-American Canal to serve the Imperial and Coachella Valleys in 
California, and the Strawberry Valley and Provo River projects in 
Utah 

(4) Provision is made in the bill for construction of a small regula- 
tory reservoir on the western slope of the Rockies near Aspen, Colo. 
This reservoir, as has already been pointed out, will serve to store 
water for western slope use and thus to replace water exported to the 
Arkansas Valley. The inclusion of this reservoir as a part of the 
project is a desirable complement of the Colorado State statutes 

requiring conservancy districts to provide replacement storage in such 

eases as this one. It is always regrettable when construction neces- 
sitates inundation of priv: ite lands, but the committee cannot under- 
take to delete Aspen Reservoir from the plan of development or to 
recommend that the entire Fryingpan-Arkansas project be defeated 
in order to accommodate a very few landowners in the Aspen Reser- 
voir area who are, in any event, assured of just compensation under 
the Constitution. 

(5) The committee takes note of the controversy between Arizona 
and California over certain problems arising out of the Boulder Can- 
yon Project Act and the Colorado River compact. This controversy 
is now pending before the Supreme Court of the United States. The 
committee has heard a recommendation to the effect that this con- 
troversy should be resolved before the Fryingpan-Arkansas project is 
authorized. The questions which have been pointed out to the com- 
mittee as being involved in this litigation are at most academic insofar 
as the Fryingpan-Arkansas project is concerned. Their solution one 
way or the other will not affect the merits of the project or the avail- 
ability of its water supply. The committee notes that, even before 
the negotiation in 1948 of a compact among the upper Colorado River 

asin States, the State of California affirmatively recommended (H. 
Doc. 419, 80th Cong., p. 53) that— 


new consumptive-use projects in that basin be authorized— 
subject only to the conditions that— 


the consumptive use of each project be assuredly within such 
water allocation as is considered to be minimum for the State 
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for which the project is to be constructed, after due allowance 
for all existing and authorized projects— 


and that— 


concurrently with the construction of any new projects in the 
upper basin which involve large additional use of water, 
holdover storage capacity be provided in that basin, to such 
extent as may be required to assure that the flow of the river 
at Lees Ferry will not be depleted below that required by 
article III (d) of the compact. 


The committee finds that the small transmountain diversion which 
the Fryingpan-Arkansas project will effect is, after making allowance 
for uses of water in the State of Colorado under existing and author- 
ized projects, assuredly within the allocation made to that State by 
the upper Colorado River Basin compact and that this project, by 
itself or in conjunction with uses under other existing and authorized 
projects in Colorado and in the upper basin, does not call for an in- 
crease in storage capacity to meet lower basin and Mexican Treaty 
commitments. No testimony to the contrary was proffered by the 
opponents of the project. 

(6) The committee recognizes that as upper basin uses of Colorado 
River water increase there will probably es some impairment of the 
quality of the water flowing past Lee Ferry. The committee finds it 
unbelievable that the diversion of a mere 69,000 acre-feet—an “in- 
significant” and “nominal” quantity, as opponents of the project 
have characterized it—will cause any appreciable diminution in the 
quality of the remaining water. None of the opponents of the project 
furnished any testimony on this matter that would warrant the com- 
mittee’s withholding its approval from a project which is designed to 
make possible the use of a small fraction of the water which the lower 
basin States conceded to the upper basin States in perpetuity when 
they ratified the Colorado River compact. 


POWER TRANSMISSION LINES 


The committee included authorization in S. 60 for the construction 
and operation of transmission lines in connection with the Fryingpan- 
Arkansas project to the extent of about 420 miles in addition to 7 
powerpants with a combined capacity of 123,900 kilowatts. The 

illon-Delbert line of 51 miles will connect with the Colorado-Bi 
Thompson system. Six other lines of a total of 110 miles will li 
the project’s 7 powerplants and the remaining links will extend to 
load centers where connections can be made with systems of preference 
customers or public utilities. 

The remaining 4 transmission lines listed in the document are Sa- 
auche-Salida, Salida-Pueblo, Pueblo-Colorado Springs, and Colorado 
prings-Limon. 

Supplemental information furnished the committee subsequent to 

the hearings indicates that power produced in the Fryingpan-Arkan- 
sas system may have to be sold at a rate of 6.55 mills per kilowatt-hour 
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rather than 6.50 mills in order to meet a higher interest rate on funds 
advanced for the power investment. The payout period for the power 
investment also would be extended from 44 years to 50 years. The 
market for the power, it appears, will not be adversely effected by 
the slightly higher rate since this rate is well below the cost of power 
from alternative sources. 


BXECUTIVE COMMUNICATIONS 


The comments of the executive agencies are as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFice oF THE SECRETARY, 
Washington, D. O., March 20, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: This is in response to your request for an 
expression of the views of this Department on S. 60, a bill to authorize 
the construction, operation, and maintenance by the Secretary of the 
Interior of the Fryingpan-Arkansas project, Colorado. 

Subject to your committee’s consideration of certain matters dis- 
cussed below, we recommend that the bill be enacted. 

S. 60 is identical with S. 300, 84th Congress, as it was reported by 
your committee on aa 28, 1955. Enactment of legislation to au- 
thorize construction of this project has been recommended by the Pres- 
ident in his message accompanying the budget for the fiscal year 1958. 
In that message, the President said: “I urge once again the prompt 
enactment of legislation which will enable the Fryingpan-Arkansas 
multiple-purpose project to get underway in the fiscal year 1958.” In 
the budget itself (p. 803) it is pointed out that the administration 
proposes to initiate construction of the Fryingpan-Arkansas project 
during the next fiscal year if it is authorized and that the budget in- 
cludes an item of $2 million to be requested for this purpose. 

A rather full description of the engineering features of this pro- 
some undertaking, of the purposes which it will serve, and of the 

enefits which will be associated with it are readily available in Sen- 
ate Document No. 106, 82d Congress, and in the report of the Depart- 
ment of the Interior on the project which was submitted on June 9, 
1953, to the President of the Senate and the Speaker of the House 
of Representatives in accordance with the provisions of section 9 (a) 
of the Reclamation Project Act of 1939 and printed as House Docu- 
ment 187, 83d Congress. The present report notes certain modifica- 
tions in the engineering plan for the project set out in House Docu- 
ment No. 187 and includes revisions of its estimated costs and in the 
financial and economic analyses. It also proposes certain modifica- 
tions in the repayment program set out in House Document No. 187. 

For convenient reference by the committee, the purposes and ex- 
pected accomplishments of the project may be summarized thus: The 
project contemplates (1) diversion through the project works from 
the Roaring Fork River Basin in western Colorado to the Arkansas 
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River Basin in eastern Colorado of approximately 69,000 acre-feet of 
water per annum; (2) diversion through the existing works of the 
Twin Lakes Co. of about 15,000 acre-feet per annum over and above 
what that company now diverts; (3) storage on the eastern slope 
for the waters thus imported and, in addition, for eastern slope flood 
waters and winter flows averaging 50,000 and 93,000 acre-feet per 
annum, respectively. This water will make possible the furnishing of 
supplemental irrigation water for 322,000 acres of irrigated land not 
having an adequate water supply and will supply expanding needs 
for municipal, domestic, and industrial water in the upper Arkansas 
Basin. The project will prevent a large part of the flood damages 
which, under present conditions, occur between Pueblo and John 
Martin Reservoir. In accomplishing these primary purposes of the 
project, works will be provided for the generation of an average of 
505 million kilowatt-hours of hydroelectric power annually. 

An important feature of the project is the 28,000 acre-foot Aspen 
Reservoir on the western slope. This reservoir, the cost of which is 
included in the cost of the project, will serve to assure present and 
potential western slope water users that the proposed diversion of 
water to the eastern slope will not deprive them of water, rights to 
the use of which for domestic, irrigation and manufacturing purposes 
(including power generation in the case of existing rights) now exist 
or are hereafter acquired pursuant to the laws of the State of Colo- 
rado. A rather elaborate set of operating principles for this and 
other features of the project, in the formulation of which representa- 
tive spokesmen for various interests within the State of Colorado 
participated and which was approved by the Colorado Water Con- 
servation Board, is incorporated in the bill by reference. These oper- 
ating principles will, accordingly, constitute a portion of the law of 
the project and will not be subject to change save by further act of 
Congress or, as provided in section 2 of the bill, by the Secretary’s 
adoption of modifications thereof recommended by a commission 
composed of representatives of the contemplated Eastern Colorado 
Conservancy District, the Colorado River Water Conservation Dis- 
trict, the Colorado Water Conservation Board, and the United States. 

After the publication of Senate Document No. 106 the Department 
of the Interior reviewed the project, and certain modifications in the 
repayment proposals contained in that document have been recom- 
mended. These are included in our report to the President of April 
30, 1953, which is one of the documents comprising the report which 
was sent to the Congress as noted above, on June 9, 1953. Since that 
time, additional studies have been conducted in the field, based upon 
later construction cost estimates, new policies on cost allocations, re- 
visions in the estimates of project revenues (especially those derived 
from power and the conservancy district tax), and a new alinement 
of municipal water requirements and facilities, notably elimination 
of the large treatment plant as a Federal project feature. As com- 
pared with the 69-year payout period incorporated in the Secretary’s 
report of April 30, 1953, the new studies show that all reimbursable 
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ree costs can be repaid in approximately 60 years, including an 
year period during which construction is being completed and 
project revenues are being built up to normal. 

The following tabulation indicates the major changes in project 
costs and allocations as a result of the new studies: 





H. Doc. 187 | December 1954 


Terignen. so kb obo gc en si de cdbbiisndaddabdadoctmbudiobautiniha $75, 128, 000 $67, 653, 000 
Municipal and industrial water: 

IOUT ORY TOUS, nc ccaccccocpounaehictnnmtinnnian tinea 21, 500, 000 16, 328, 000 

OG. «6 cnwukancsdbbbcinbadtetdddlbc tb ciahGvbitedhthssecneteibas 11, 154, 000 8, 200, 000 
TIN an ca is le tn chiar einen nena died- Ad ee 41, 945, 000 44, 551, 000 
PUOOe CORIO. . S donddatdabvod ep utticshedbddadish dba elek anal 20, 341, 000 17, 911, 000 
Dia GO AAU, ccncicirtemabatchinadniinscétctemmiaaiiinatinillti aaa 2, 830, 000 1, 898, 000 

TOU is pei ndcinbedh bouSdunitddailes Stintinatetcdihittalsl dale aeelline 172, 898, 000 156, 541, 000 

Power revenues: 

ae mares SECs TEED... J. «cc csnmnaidunisitiansinatad Mea sMi aa 5.5 6.0 

INGE Gnititinl POVeRE. So ois cco redocdnccéeeseuacs debe bibbetdledcs $1, 504, 400 $1, 720, 200 
Conservancy district revenues: 

DITEIENNED. hs dnecicokndones opnuedbnossnakepeenememine ie $622, 000 1 $657, 000 

NG OG, CII i a ditricctcermachonisutsemdidinanededecalicaics $1, 064, 000 1 $855, 000 
Benefit-cost ratios 

DOCG DORON CONT ooo cc kc cbaduvccbslidabecdccbonti bhbbcunis 1.05 to a 1.05 to 1 

te centennial vnmiductegath-mdpansigtianitndtidiibinapnal ts italia 1.48 t 1.47 tol 





1 Including tax lev 


The cost aa allocation estimates given above are based on October 
1954 prices. Price indexes for October 1956 show a 2 to 3 percent in- 
crease in the overall figure. Details will be furnished to your com- 
mittee at the hearings. 

Enactment of section 2 (e) of the bill would exempt from the excess- 
land provisions of the Federal reclamation laws all lands served by 
the Fryingpan-Arkansas project “which now have an irrigation water 
supply from sources other than a Federal reclamation project.” This 
provision raises policy questions which your committee will wish to 
consider. While the provisions of the bill are not UnpsConenieg 
witness, for one example, the exemption by the act of June 16, 1938 
(52 Stat. 764) of lands of the Colorado-Big Thompson project—there 
must be considered the relative weight of such considerations as, on the 
one hand, the substantial benefits from other project sources which 
the irrigators will be receiving and, on the other hand, the desirability 
of not disturbing those farms of an existent agricultural economy 
which already receive a substantial portion of their water require- 
ments from nonproject sources. It might be that one committee 
would wish to consider as an alternative to section 2 (e) a suggestion 
that any contracting agency be permitted to-elect either to comply 
with existing law or, if it does not wish to do so, to repay with inter- 
est, the portion of the cost which is assignable to its excess lands 
over the period permitted by the bill. 

The area affected by the proposed project is an area containing out- 
standing fish and wildlife resources. The principles of oper ation ap- 
proved by the Colorado Water Conservation Board, mentioned pre- 
viously in this letter, will safeguard the highly important sports 
fishery on the western slope by providing for certain specified mini- 


23002°—58 5S. Rept., 85-1, vol. 2——36 











16 FRYINGPAN-ARKANSAS PROJECT, COLORADO 


mum flows in the Roaring Fork and Fryingpan Rivers. This De- 
partment expects also to work out operating plans to protect, to the 
fullest extent practicable, the potentially important sports fishery re- 
sources in the headwaters of the Arkansas River on the eastern dams 
This area is relatively close to population centers in east-central Colo- 
rado and is subject to heavy sportsmen’s use. The inclusion of pres- 
ervation and propagation of fish and wildlife as one of the purposes of 
the project in section 1, together with authority provided in section 6 
and in the act of August 14, 1946 (60 Stat. 1080), will permit reason- 
able modifications in the project plan for protection of fish and wild- 
life resources so that the entire project will be sound from the fish 
and wildlife standpoint. Such changes for the protection of fish and 
wildlife resources as the Department may find desirable to carry out 
under the authority of the bill will be principally in the plan of op- 
eration, not of construction, of the project. S. 60 provides the flexi- 
bility needed to carry out the investigations and planning for protec- 
tion of fish and wildlife resources that are required in the postauthor- 
ization stage. 

The bill also provides for the construction of public recreation facil- 
ities on lands withdrawn or acquired for the Fryingpan-Arkansas 
project. The costs associated with such facilities will, under the terms 
of the bill, be nonreimbursable. These provisions of S. 60 are substan- 
tially the same as those found in the Colorado River Storage Project 
Act (Public Law 485, 84th Cong.) and are in many respects similar to 
provisions in other recent project authorization acts. Lack of clearcut 
general legislative authority has in the past handicapped this Depart- 
ment in carrying out a program for the provision of recreation facili- 
ties at reclamation reservoirs. This Department is inclined to en- 
courage, to the greatest extent practicable, development of public rec- 
reation facilities on lands withdrawn or acquired in connection with 
the development of water resources projects and believes that there 
should be one uniform national law governing the development of 
recreation resources. In the absence of such a law, it is desirable that 
the merits of recreational developments be considered in connection 
with individual projects. 

Attached is a statement concerning estimated personnel and other 
requirements for the Fryingpan-Arkansas construction as provided in 
Public Law 801, 84th Congress. 

Your attention is invited to a typographical error in line 3, page 4, 
where the word “construed” should be “constructed.” 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 


Frev G. AANDAHL, 
Assistant Secretary of the Interior. 
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Estimated additional man-years of civilian employment and expenditures for ' 
the first 5 years of proposed new or expanded programs 





1957 1958 1959 1960 1961 
Estimated additional man-years of civilian 
employment: 
Executive direction: Stenographic.....}-.........-- 1 1. ncnonttngel-capebemauigiichecseies —_ 
Total, executive direction............].......-.-.- Bi listo dsl Gece Le 
—S——_—_SS]}!|—_OV—X——=_|_«—O———_—S=_=_=!|—_ _————_[an==E_bODWTaan=ESSSS 
Administrative services and support: 
Re I Ey ncsccticteo tte canatecsncimnasinadadildietedinda 3 2 3 1 
Total, administrative services and 
GENS .nccaceho<tccncctbisasepdiinenannenls 3 2 3 1 
==—=———==[|_&WS-/--LLh—a— SE SS Ol a 
Substantive (program): 
TRG GNU. os seccdecenandtpebehecetenstedanngae 12 10 5 3 
BOI <a 5oshccheupnhtslibecnitichviabeibidbbehent 6 3 6 5 
Total, ctibetetitel nc dw wicisaddstini lies ckdbsbee 18 13 ll 8 
———S oS OSS aS SSS 
Total, estimated additional man- 
years of civilian employment-.....|..........-.- 22 15 14 9 
SSS !?!__UWEESSS OES — SS oe 
Estimated additional expenditures: 
I $82, 825 $66, 490 $78, 235 $50, 800 
BE OUND s craie ihn che nns sca sadidouss 1,179,932 | 4,274,390 | 16,193,135 | 28, 511,310 
Total, estimated additional expendi- 
CN ao ciiecicwncit bial stn nsisctinbinntiidaideibabaniien 1, 262, 757 | 4,340,880 | 16,271,370 | 23, 562,110 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 21, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 


Drar Senator Murray: This is in reply to your request of February 
8, 1957, for a report on S. 60, a bill to authorize the construction, 
operation, and maintenance by the Secretary of the Interior of the 
Fryingpan-Arkansas project, Colorado. 

The President in his budget message of January 1957 urged enact- 
ment of legislation authorizing the Fryingpan-Arkansas project. 
This Department has no objection to S. 60, but does object to section 
6 unless amended. 

Section 6 would authorize the Secretary of the Interior to plan, 
construct, operate, and maintain public recreational facilities on (1) 
lands withdrawn for the development of the Fryingpan-Arkansas 
penyect including national forest land and (2) lade acquired for the 

evelopment of the project or for recreational purposes but located 
within national forest boundaries. 

Section 6 would also authorize the Secretary of the Interior to (1) 
acquire lands within national forest boundaries for recreational pur- 
poe in connection with the reclamation projects, (2) withdraw pub- 

ic lands from entry or other disposition under the public-land laws 
for recreational purposes in connection with the project, and (3) dis- 
pore of such lands to Federal, State, and local governmental agencies 
y lease, transfer, exchange, or conveyance. 
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The authorization to the Secretary of the Interior to plan, construct, 
operate, and maintain recreational facilities on national forest lands 
within reclamation withdrawals in connection with the Fryingpan- 
Arkansas project would result in duplication of authority between the 
Departments of Interior and Agriculture, and would lead to con- 
fusion unless clarified. The Secretary of Agriculture now has au- 
thority to manage these national forest lands, so long as such use 
does not conflict with major project purposes and is developing and 
administering them, not only with respect to recreation but also for 
timber, grazing, and other resources. This Department is developing 
the national forests under a policy of integrated multiple use, whereas 
the authority that would be granted the Secretary of the Interior 
under this section would pertain only to recreation. 

Under a memorandum of understanding entered into in January 
1948, between the Bureau of Reclamation of the Department of the 
Interior and the Forest Service of this Department, it was agreed that 
the Forest Service would continue to administer national-forest lands 
within a reclamation withdrawal for nonreclamation purposes when- 
ever such lands were not in actual use in connection with any reclama- 
tion works. This memorandum of understanding has provided a sat- 
isfactory division of responsibility which should be continued. 

The Department of Agriculture believes that it should administer 
the recreational facilities on national-forest lands withdrawn for 
recreation or for reclamation project purposes. It objects to legisla- 
tion which would give duplicating authority in this respect to the 
Secretary of Interior. 

The Department of Agriculture also believes that within exterior 
boundaries of the national forests, non-national-forest lands with- 
drawn or acquired for reclamation purposes or for recreation in con- 
nection with reclamation projects and not needed for actual use in 
connection with reclamation works should become national-forest 
lands. These lands and the resources thereof should be administered 
by the Secretary of Agriculture, subject to project uses, as ordinary 
national-forest lands. This would include the recreational facilities 
thereon. We believe such lands can be most effectively and econom- 
ically administered as national-forest lands by the Department of 
Agriculture because of their intermingling with nearby and adjoin- 
ing national-forest lands and because they are of national-forest 
character. 

The recommendations of this Department can be accomplished by 
adding a proviso to section 6. Starting on page 7, line 2, change the 
period to a semicolon and continue as follows: 

“Provided, That all lands within the exterior boundaries of a na- 
tional forest acquired for recreational or other project purposes which 
are not determined by the Secretary of the Interior to be needed for 
actual use in connection with the reclamation works shall become 
national-forest lands: Provided further, That the Secretary of the In- 
terior shall make his determination hereunder within five years after 
approval of this Act or, in the case of individual tracts of land, within 
five years after their acquisition by the United States: And provided 
further, That the authority contained in this section shall not be 
exercised by the Secretary of the Interior with respect to national- 
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forest lands without the concurrence of the Secretary of Agriculture.” 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 
E. L. Pererson, Assistant Secretary. 





Exercurive OFFICE OF THE PRESIDENT. 
Bureau OF THE Bupcet, 
Washington, D. C., March 16, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 


My Dear Mr. Cuarrman. This will acknowledge receipt on Janu- 
ary 18, 1957, of your letter requesting the views of the Bureau of the 
Budget with respect to S. 60, a bill to authorize the construction, 
operation, and maintenance by the Secretary of the Interior of the 
Fryingpan-Arkansas project, Colorado. 

The President in his 1958 budget message again urged prompt 
enactment of legislation to authorize the Fryingpan-Arkansas project 
and the 1958 budget contemplates the submission of a supplemental 
estimate to permit initiation of construction in fiscal 1958 contingent 
on completion of the necessary legislative action. 

The Department of the Interior in its proposed report to your com- 
mittee on S. 60 recommends that the bill be enacted, subject to your 
consideration of an alternative for section 2 (e). This section would 
exempt from the excess-lands provisions of the Federal reclamation 
law all project lands whose present irrigation water supply is derived 
from non-Federal sources. The Department suggests that the con- 
tracting agency be permitted to elect to comply with existing law or 
to repay with interest the costs assignable to the excess lands. The 
Bureau of the Budget believes that the question of excess land limi- 
tations should be dealt with on an overall basis rather than case by 
case. We therefore recommend that consideration be given to the 
deletion of section 2 (e). 

It is noted that the bill does not specify the period within which 
the construction costs allocated to commercial power and municipal, 
domestic, and industrial water supply are to be repaid. The Bureau 
of the Budget believes that consideration should be given to amend- 
ing the bill to provide that these costs be repaid within 50 years after 
the completion of construction. 

Section 6 of the bill would authorize the construction, operation, and 
maintenance on a nonreimbursable basis of recreational and fish and 
wildlife facilities. We believe that any Federal contribution to these 
purposes should be limited to programs of national significance. Fur- 
thermore, we believe that the costs of minimum public use facilities and 
the mitigation of damages to fish and wildlife should be treated as part 
of the overall costs and allocated to the basic purposes of the projects. 

Subject to your consideration of the above comments, the Bureau of 
the Budget recommends enactment of S. 60. 

Sincerely yours, 
Rosert E. Merriam, Assistant Director. 











20 FRYINGPAN-ARKANSAS PROJECT, COLORADO 


MINORITY VIEWS OF SENATOR THOMAS H. KUCHEL, OF 
CALIFORNIA, ON S. 60, THE FRYINGPAN-ARKANSAS 
PROJECT 


I am prompted to file this minority report because of the refusal of 
the committee to accept two amendments of mine, which would, far 
from scuttling it, I believe, aid its enactment into law. 

Twice before the Senate has approved similar legislation. Twice 
before it has died in the House of Representatives. In my view, the 
principal reason for this fate has been the exclusion of amendments of 
similar purport. The stated objective of S. 60 is not repugnant to 
the right of the lower basin. Used, however, in the future, as a start 
for large additional transmountain diversions of Colorado River 
water, it would be. One amendment merely disclaims any such future 
intention. What is wrong with that? There is ample precedent for 
it, as I shall indicate. The other amendment simply affords the judi- 
cial process against the Secretary of the Interior if an affected State 
feels aggrieved at his hands in the operation of the proposed project. 
What is wrong with that? There is ample precedent for that, as I 
shall also indicate. 


1. The first amendment reads as follows: 


Provided however, That such modifications or additions as 
may be found necessary and such investigations as may be 
required in connection therewith shall not extend to or con- 
template the so-called Gunnison-Arkansas project, nor shall 
any of the works together with any modifications or additions 
provide for the diversion transmountain of more than 69,000 
acre-feet of water per annum from the natural basin of the 
Colorado River, and nothing in this act shall constitute a 
commitment, real or implied, to the further exportation of 
water from the Colorado River system. 


The reasons for the proposed amendment are several : 


(a) The Bureau of Reclamation itself and the Secretary of the 
Interior, in adopting the Bureau report, recommended it: 

N. Suitable language be included in the authorizing docu- 
ment clearly stating that authorization or appropriation of 
funds for the project or for the continued investigations 
stated above shall not in any way constitute a commitment, 
real or implied, to further importations. (See S. Doc. No. 
106, p. 27; H. Doc. No. 187, p. 42.) 


_ (6) This pore is the “initial development,” Roaring Fork diver- 
sion of the Gunnison-Arkansas project, described by the Bureau of 
Reclamation as follows: 


4. The potential Gunnison-Arkansas project is a major 
unit in the comprehensive plan of development of the water 
resources of the upper Arkansas River Basin which is being 
investigated by the Bureau of Reclamation. The project is 
adaptable to construction by successive cumulative stages. 
The intial development is planned as a completely independ- 
ent multiple-purpose unit that could be the first stage of a 
much larger project. The comprehensive project would 
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require exportation of a relatively large amount of Colorado 

River water eastward through the Continental Divide to the 

Arkansas Valley of Colorado. The full potential uses of 

water in western Colorado have not been completely deter- 

mined ; therefore, only the amount of water assuredly beyond 

the requirements for development on the western slope is pro- 
osed for diversions at this time. (S. Doc. 106, pp. 3, 4; 
. Doc. 187, pp. 19, 20.) 


The “relatively large amount” of Colorado River water to be taken 
out of the natural basin of that river under the full Gunnison project 
would be on the order of 900,000 acre-feet per annum. (See H. Doc. 
No, 419, 80th Cong., 1st sess. (1947), at 182-133.) The language of 
S. 60 should be unmistakable, so that there will be no doubt what- 
soever, that this project will not back us into diversions of such 
magnitude, 

(c) Although the name of this proposal has been changed to the 
Fryingpan-Arkansas project, the project itself is identical with the 
“initial development,” Gunnison-Arkansas project. The change of 
name required no change whatsoever in the project planning report 
of the Bureau of Reclamation. The Bureau changed the name upon 
a request by Colorado, based on the following language: 


It is recommended that this project shall hereafter be 
referred to as the Fryingpan-Arkansas project. Approval 
of this provision by eastern Colorado representatives shall 
not be implied as an abandonment of their expressed inten- 
tion to obtain approval of a project from the Gunnison River 
nor shall approval of this provision by western Colorado rep- 
resentatives be construed as any consent on their part to the 
authorization of a project for the exportation of water from 
the Gunnison River to eastern Colorado. (See H. Doc. 187, 
p. 160.) [Italic supplied. ] 


Thus the full Gunnison project remains very much alive, at least in 
some people’s minds. Many statements have been made that the 
works called for under S. 60 will not and physically cannot become 
the Gunnison project. If so, there should be no objection to disclaim- 
ing such an intention in S. 60 itself. 

(zd) Section 1 of S. 60 as reported authorizes the project in sub- 
stantial accordance with Bureau plans as set forth in congressional 
documents— 


but with such modifications of, omissions from, or additions 
to the works therein described as the Secretary may, from 
time to time, find necessary or proper for accomplishing 
the objectives of the project. 


Too frequently have “modest” proposals become something else un- 
der such elastic language. The disclaimer I propose would elimi- 
nate this type of argument against it. 

(e) The argument has been made that my amendment would stifle 
the project as the project will not be operated on a 69,000 acre-foot 
diversion annually but may divert as little as 35,000 acre-feet in 1 
year and as much as 124,000 acre-feet in another, averaging, however, 
69,000 acre-feet each year. The proponents of the project have been 
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invited to change my amendment as they wish, so as to state an aver- 
age, or to express the low and high range anticipated, averaging 
69,000 acre-feet, or any formula they choose which will reflect the 
Bureau’s considered opinion that the project is dependent upon an 
average annual diversion of 69,000 acre-feet, and no more. They 
have refused. 

(f) There is precedent for this disclaimer in the Colorado River 
Basin. The best known precedent is the California Limitation Act, 
required of California under section 4 (a) of the Boulder Canyon 
Project Act of 1928. Although this dealt with the overall entitlement 
of the State rather than water for one specific project, the principle 
is the same. California is limited to 4,400,000 acre-feet per annum of 
the waters the use of which is apportioned by article IIT (a) of the 
Colorado River compact, plus not to exceed one-half of the excess 
or surplus waters unapportioned by the compact. This limitation was 
required of California, in addition to the Colorado River compact, 
before the upper States would give approval to the Boulder Canyon 
Project Act. 

Further legislative precedent may be found in the act of July 30, 
1947, “to relocate the boundaries and reduce the area of the Gila Fed- 
eral reclamation project.” This act authorizes the Yuma Mesa and 
Wellton-Mohawk divisions of the Gila project in Arizona, the former 
to consist of approximately 40,000 acres, the latter 75,000 acres, each 
such area however qualified as follows: 


or such number of acres as can be adequately irrigated by 
the beneficial consumptive use of no more than three hundred 
thousand acre-feet of water per annum diverted from the 
Colorado River. 
Neither the original authorization of this project in 1933 nor the bills 
introduced in the 79th Congress and which, as amended, became 
the act of July 30, 1947 (S. 483, H. R. 5434) put any ceiling on the 
quantity of water which might be utilized. The 300,000 acre-foot 
ceilings for both divisions of the project were written into the law 
when it became obvious, as it may well be argued here, that substan- 
tially more water could be used by the project but that there was 
equally substantial question as to availability of water to satisfy the 
potential project area together with other uses now contemplated. 
There is ample precedent for a disclaimer of any commitment to 
further transmountain diversions and for a ceiling on the water to 
be used for a particular project in statutes affecting the Colorado 
River. 
2. The second amendment reads as follows: 

(e) In the construction, operation, and maintenance of all 
facilities authorized by Federal law and under the jurisdic- 
tion and supervision of the Secretary of the Interior for the 
utilization of waters of the Colorado River system, including 
but not limited to all works authorized by this Act, the Sec- 
retary of the Interior is directed to comply with the applicable 
provisions of the Colorado River Compact, the Upper Colo- 
rado River Basin Compact, the Boulder Canyon Project Act, 
the Boulder Canyon Project Adjustment Act, the Colorado 
River Storage Project Act, the Treaty with the United Mexi- 
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can States, and any contract lawfully entered into by the 
United States under any of said Acts, in the storage and 
release of waters from reservoirs, and to comply with the laws 
of the States in which such waters are used relating to the 
control, appropriation, use and distribution of water in those 
States, respectively. In the event of the failure of the Secre- 
tary of the Interior to so comply, any State of the Colorado 
River Basin may maintain an action in the Supreme Court 
of the Untied States to enforce the provisions of this section 
and consent is given to the joinder of the United States as 
a party in such suit or suits, as a defendant or otherwise. 


Some objections were voiced in committee to the language of this 
proposed amendment. The single sole purpose of the amendment 
and my sponsorship of it was to provide a Federal means by which 
an aggrieved State might compel the Secretary of the Interior to follow 
the “law of the river” in the administration of this project. 

This amendment derives mainly from sections 7 and 14 of the Colo- 
rado River Storage Project Act. Section 7 of that act provides that 
in operating hydroelectric powerplants authorized under the act the 
Secretary— 


shall not affect or interfere with the operation of the provi- 
sions of the Colorado River Compact, the Upper Colorado 
River Basin Compact, the Boulder Canyon Project Act, the 
Boulder Canyon Project Adjustment Act and any contract 
lawfully entered into under said Compacts and Acts. Sub- 
ject to the provisions of the Colorado River Compact, neither 
the impounding nor the use of water for the generation of 
power and energy at the plants of the Colorado River stor- 
age project shall preclude or impair the appropriation of 
water for domestic or agricultural purposes pursuant to ap- 
plicable State law. 
And section 14 provides: 


In the operation and maintenance of all facilities, author- 
ized by Federal law and under the jurisdiction and super- 
vision of the Secretary of the Interior in the basin of the 
Colorado River, the Secretary of the Interior is directed 
to comply with the applicable provisions of the Colorado 
River Compact, the Upper Colorado River Basin Compact, 
the Boulder Canyon Project Act, the Boulder Canyon Proj- 
ect Adjustment Act, and the Treaty with the United Mexi- 
can States, in the storage and release of water from reservoirs 
in the Colorado River Basin. In the event of the failure of 
the Secretary of the Interior to so comply, any State of the 
Colorado River Basin may maintain an action in the Supreme 
Court of the United States to enforce the provisions of this 
section, and consent is given to the joinder of the United 
States as a party in such suit or suits, as a defendant or 
otherwise. 


The proposed amendment would require compliance by the Interior 
Department with the laws of the respective States in which the waters 
are used relating to control, appropriation, use and distribution of 
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water released from reservoirs, failing which the Government could 
be taken to the Supreme Court. Many separate Federal statutes, 
from the act of July 26, 1866, to the act of July 2, 1956, have recog- 
nized State law as governing water rights. But, as I say, my basic 
desire is the enforcibility of “the law of the river.” 

The thrust of this amendment is that if the Secretary of the Interior 
does not abide by the “law of the river,” the Government may be 
joined in the Supreme Court. Without the presence of the Govern- 
ment there can be no litigation on the Colorado River. The Supreme 
Court decided that 20 years ago. Protestations already in S. 60, that 
the project shall be subject to the “law of the river,” without subjecting 
the United States to suit, are meaningless. Just a few months ago the 
Supreme Court dismissed a complaint by Texas against New Mexico 
to enforce the Rio Grande compact. The United States told the Court 
that it was indispensable by reason of Federal interests in the stream, 
and declined to join. The Court had no alternative but to dismiss 
Texas, leaving the State with no remedy. About a week ago the 
Senate received a resolution from the Texas Legislature asking Con- 

ss to enact legislation consenting to the joinder of the Government 
in any suit or controversy involving the Rio Grande compact. (See 
103 Congressional Recor .P. 5430, April 29, 1957.) Sovereign States 
compacting with one another should not be remitted to such a pro- 
cedure in order to be enabled to test in court an alleged violation 
of their own solemn agreement. 

Under this amendment the Secretary would be required to abide 
by the laws of the State in which water was to be used—that is, those 
laws relating to control and use of water. As far as the Fryingpan 

roject is concerned, the proponents say only users in Colorado are 
involved. Accordingly only Colorado law would have to be honored. 
Numerous Federal statutes over the years have stipulated that the 
water laws of the States should be adhered to. This would confirm 
this principle as to the Fryingpan project, as well as to other projects 
within the Colorado River Basin. 


CONCLUSION 


It is my judgment that two amendments related to disclaimer and 
litigation would strengthen the chances of the bill becoming law, with- 
out damaging it in any fashion. The disclaimer amendment is justi- 
fied ; the Bureau of Reclamation itself has recommended it. The pro- 
ponents insist the project will not extend beyond average diversions 
of 69,000 acre-feet perannum. The language of section 1 now permits 
additions to the works proposed, without qualification. There is 
ample precedent in several statutes affecting the Colorado River. 

s to the litigation amendment, it is idle to subject a project to the 
“law of the river,” as the present language of section 7 of S. 60 does, 
without giving consent to join the United States in a lawsuit which 
might become necessary to test whether there was compliance with 
that body of law. The bill gives a right without a remedy. My 
amendment would cure this deficiency. 

Tuomas H. Kucuet. 
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AMENDING THE ACT ENTITLED “AN ACT TO CREATE A BOARD 
FOR THE CONDEMNATION OF INSANITARY BUILDINGS IN THE 
DISTRICT OF COLUMBIA, AND FOR OTHER PURPOSES,” AP- 
PROVED MAY 1, 1906, AS AMENDED 


May 15, 1957.—Ordered to be printed 


Mr. Morssz, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany 8. 1269] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1269) to amend the act entitled ‘“‘An act to create a Board 
for the Condemnation of Insanitary Buildings in the District of 
Columbia, and for other purposes,” approved May 1, 1906, as 
amended, after full consideration, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 3, line 7, after “Src. 10.” insert the following: “(a)”. 

Page 3, line 15, strike the word ‘‘as” and in lieu thereof insert the 
word “‘at’’. 

Page 4, after line 23, insert a new subsection as follows: 


(b) In case such notice is served by any method other than 
personal service, notice shall also be sent to the owner by 
ordinary mail. 


The purpose of this bill is to amend the act of May 1, 1906, as 
amended by the act of August 28, 1954 (Public Law 681, 83d Cong.), 
so as to correct what has proved to be certain administrative defi- 
ciencies in the act. The proposed amendments would bring the pro- 
visions of the act relating to assessment and collection of taxes into 
conformity with the provisions for assessment and collection of taxes 
applicable to special assessments levied for public improvements 
under the act of July 25, 1935 (sec. 47-1103 (b), District of Columbia 
Code, 1951 edition). 

Existing law provides for the repair or the demolition by the District 
of Columbia of buildings condemned under such law, in the event the 
owner fails to comply with orders of the Board for the Condemnation 
of Insanitary Buildings to repair or demolish such buildings. Present 
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law further provides that the costs incurred by the District Govern- 
ment in repairing or demolishing any such building be assessed as a 
tax against the property and collected in the same manner as general 
taxes are collected, the tax assessment being enforced by the ‘sale of 
the property at an annual tax sale. However, there is no provision 
for a specific time when the assessment shall be paid, nor does it 
provide for interest on delinquent payments. 

The bill would amend the act of May 1, 1906, as amended, so as 
to provide that the assessment may be paid without interest within 
60 days after the assessment is levied. Interest at the rate of one- 
half of 1 percent a month or portion of a month would be charged 
after such 60-day period. The tax would be payable in three equal 
installments, w ith interest. If the tax is not paid in full within 2 
years after the assessment is lev ied, the property would be subject 
to sale at the next ensuing tax sale. The bill also provides that any 
tax levied after August 28, 1954, shall be deemed to have been levied 
on the effective date of the bill for the purpose of determining dates 
of payment and computing interest thereon. 

Another deficiency in the existing law is the specified number of 
methods of giving notice to the owner of the property affected of the 
proposed action to be taken by the Board. Any notice required by 
this act to be served shall be deemed to have been served if delivered 
to the person to be notified or if left at the usual residence or place of 
business of the person to be notified, with a person of suitable age and 
discretion, or if no such residence or place of business can be found in 
the District by reasonable search, if left with any person of suitable 
age and discretion employed therein at the office of any agent of the 

erson to be notified. If no such office can be found in the District 

y reasonable search, notice shall be forwarded by registered mail to 
the last known address of the person to be notified; or if no address 
be known or can by reasonable diligence be ascertained, or if any notice 
forwarded by registered mail is returned by the post office authorities, 
then it shall be published on 3 consecutive days in a daily newspaper 
published in the District of Columbia. These several methods must 
be followed in chronological orde r. 

The bill amends this section of the act so that any order of prece- 
dence is eliminated and permits the use of the respective methods of 
service of notice without the necessity of first exhausting any other 
method of accomplishing service. The committee amendment would 
provide that in case such notice is served by any method other than 
personal service, notice shall also be sent to the owner by ordinary 
mail. 

This bill was requested by and has the approval of the Board of 
Commissioners of the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed i is shown in roman): 
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(34 Stat. 157; 68 Stat. 884) 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Act entitled “An 
Act to create a board for the condemnation of insanitary buildings in 
the District of Columbia, and for other purposes”, approved MI 
1, 1906 (34 Stat. 157; title 5, ch. 6, D. C. Code, 1951 edition), as 
amended, is amended to read as follows: 

“That the Commissioners of the District of Columbia are authorized 
to examine into the sanitary condition of all buildings in said District, 
to condemn those buildings which are in such insanitary condition as 
to endanger the health or lives of the occupants thereof or persons liv- 
ing in the vicinity, and to cause all buildings to be put into sanitary 
condition or to be demolished and removed, as may be required by the 
provisions of this Act. The Commissioners may authorize and direct 
the performance of the duties imposed on them by this Act by such 
officers, agents, employees, contractors, employees of contractors, and 
other persons as may be designated, detailed, employed, or appointed 
by the said Commissioners to carry out the purposes of this Act. The 
Commissioners or their designated agent or agents are authorized to 
investigate, through personal inquiry and inspection, into the sanitary 
condition of any building or part of a building in said District, except 
such as are under the exclusive jurisdiction of the United States. The 
Commissioners, and all persons acting under their authority and the 
authority contained in this Act, may, between the hours of 8 o’clock 
antemeridian and 5 o’clock postmeridian, peaceably enter into and 
upon any and all lands and buildings in said District for the purpose 
of inspecting the same. 

“Src. 2. (a) The Commissioners are directed to appoint or designate 
two separate boards, each to consist of not less than three members, to 
perform the duties and functions required by this Act, as follows: 

“(1) A Board for the Condemnation of Insanitary Buildings to 
examine into the sanitary condition of buildings in the District of 
Columbia, to determine which such buildings are in such insanitary 

condition as to endanger the lives or health of the occ upants ther eof 

or of persons living in the vicinity, and to issue appropriate orders 
of condemnation requiring the correction of such condition or con- 
ditions or to require the demolition of any building, in accordance with 
the provisions of this Act. 

““(9) A Condemnation Review Board, no member of which shall act 
as a member of the Board for the Condemnation of Insanitary Build- 
ings, to review, upon written request, any order of condemnation 
issued by the Board for the Condemnation of Insanitary Buildings, 
and to affirm, modify, or vacate such order of condemnation if the 
Condemnation Review Board shall find that the sanitary condition 
of the building under examination requires the affirmation, modifica- 
tion, or vacation of such order of condemnation, ._The Condemna- 
tion Review Board shall consist of at least three members and an 
alternate member for each of said members, at least two-thirds of such 
members and at least two-thirds of such alternate members to be resi- 
dents of the District of Columbia and to be selected from among the 
persons designated under subsection (c) of this section, and not more 
than one-third of such members and one-third of such alternate mem- 
bers may be employed by the government of the District of Columbia, 
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“‘(b) A majority of the members of each of the boards established 
by such subsection (a) of this section shall constitute a quorum, and 
a majority vote of the members present shall be required in connec- 
tion with any act of either of the said boards. No person shall act as 
a member of either of the said boards who has any property interest, 
direct or indirect, in his own right or through relatives or kin, in the 
building the sanitary condition of which is under consideration. 

“(c) The Commissioners shall designate a number of real property 
owning residents of the District of Golumbia, not atinlayed by the 

overnment of the District of Columbia or the Government of the 

nited States, each of whom from time to time shall be designated 
by the Commissioners to act as a member or an alternate member of 
the Condemnation Review Board established under the authority of 
subsection (a) of this section. Each such person shall be entitled to 
a fee of $25 for each day he is actually engaged in discharging his 
duties as a member of said Board, or as an alternate member acting 
in the place of a member. 

“(d) The several provisions of sections 1, 2, and 3 of the Act 
approved April 16, 1932 (47 Stat. 86; secs. 4-601 to 4-603, D. C. Code, 
1951 edition), shall be applicable to and enforceable in any proceed- 
ing conducted under the authority of this Act. Each person acting 
as a member of either of the boards required to be established by 
this section, and each alternate member when acting in the stead of 
the member for whom he is alternate, is hereby authorized to admin- 
ister oaths to witnesses summoned in any proceeding conducted by 
either of the said boards. Any fee which may be paid any witness 
summoned to appear before either of the said boards shall be assessed 
as a tax against the property the condition of which is under inves- 
tigation, such tax to be collected in the [same manner as general taxes 
are collected in the District of Columbia] manner provided in section 
7 of this Act: Provided, That whenever any order of condemnation is 
vacated or set aside, either by the Condemnation Review Board or by 
a court, the witness fee authorized by this subsection to be assessed 
against the property affected by such order of condemnation shall not 
be so assessed, but shall be paid by the Government of the District 
of Columbia. 

“Sec. 3. Whenever the Board for the Condemnation of Insanitar 
Buildings shall find that any building or part of building is in suc 
insanitary condition as to endanger the health or lives of the occu- 

ants thereof or persons living in the vicinity, the owner of such 
building shall be served with a notice requiring him to show cause, 
within a time to be specified in such notice, why such building or part 
of building should not be condemned. The time to be fixed in such 
notice shall not be less than ten days, exclusive of Sundays and legal 
holidays, after the date of service of said notice, unless the Board shall 
find that the insanitary condition of such building or part of building 
is such as to cause immediate danger to the health or lives of the 
occupants thereof or of persons living in the vicinity, in which case a 
lesser time may be specified in said notice. If within the time to show 
cause fixed by the Board, the owner shall fail to show cause sufficient 
in the opinion of the Board to prevent the condemnation of such build- 
ing or part of building, the Board shall issue an order condemning 
such building or part of building and ordering the same to be put into 
sanitary condition or to be demolished and removed within a time to 
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be specified in said order of condemnation, and shall cause a copy of 
such order to be served on the owner and a copy to be affixed to the 
building or part of building condemned. The Board shall give the 
owner reasonable time within which to put the building in sanitary 
condition, but such time shall be not less than six months after the 
date of service of said order on said owner, unless the Board shall find 
that the condition of said premises is such as to cause immediate 
danger to the health or lives of the occupants thereof or of persons 
living in the vicinity, in which event the Board may fix a lesser time. 
From and after fifteen days, exclusive of Sundays or legal holidays, or 
within such additional time as may be fixed by the Board, after a copy 
of any order of condemnation has been affixed to any condemned 
building or part of building, no person shall occupy such building or 
part of building. 

“Suc. 4. No person having authority to prevent shall permit any 
building or part of building condemned to be occupied, except as 
specially authorized by the Board for the Condemnation of Insanitary 
Buildings under the authority contained in this Act, after fifteen 
days, exclusive of Sundays and legal holidays, or within such addi- 
tional time as may be fixed by the Board, from and after the date of 
service of a copy of the order of condemnation on the owner of such 
building; or, if a copy of such order of condemnation has been affixed 
to the condemned building or part of building at a date subsequent to 
the date of service of the notice on the owner, after fifteen days, 
exclusive of Sundays and legal holidays, or within such additional 
time as may be fixed by the Board, from the date on which said copy 
of such order of condemnation was so affixed. 

“Sec. 5, The owner of any building or part of building condemned 
under the provisions of this Act shall, within the time specified by 
the Board of Condemnation of Insanitary Buildings in the order 
of condemnation, or any extension of time which may be granted by 
the Board, (1) make such changes or repairs as will remedy the condi- 
tions which led to the condemnation of such building or part of 
building, or (2) cause such building or part of building to be demol- 
ished and removed: Provided, That any owner repairing a buildin 
or part of building in accordance with the provisions of this Act shal 
be required to make only those repairs which are reasonably related 
to a correction of the insanitary condition or conditions found by said 
Board to exist in or about said building, and nothing in this Act shall 
be construed as authorizing the Board to require any repair not 
reasonably related to the correction of any insanitary condition in or 
about such building, or to require such building to he brought fully 
into conformity with the District of Columbia Building Code or other 
building regulations in effect at the time such repairs are made. 
Whenever any building is repaired or demolished in accordance with 
the requirements of this section, such repair or demolition shall be 
performed in such manner and under the authority of such permit 
as may be required by any applicable law or regulation. 

“Sec. 6. If the owner of any building or part of building condemned 
under the provisions of this Act shall, make such changes or repairs 
as will remedy in a manner satisfactory to the Board for the Con- 
demnation of Insanitary Buildings the conditions which led to the 
condemnation of such building or part of building, the order of 
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condemnation shall be canceled and the building may again be occu- 
pied. If the owner cannot make such changes or repairs within the 
period within which the owner may lawfully permit such building 
or part of building to be occupied under section 4 of this Act, but 
proceeds with such changes or repairs with reasonable diligence during 
such period, said Board may, by special order, extend from time to 
time the period within which the occupants of said building or part 
of building may remain therein, and within which the owner of such 
building may permit the said occupants so to remain. 

“Src. 7. If the owner of any building or part of building condemned 
under the provisions of this Act shall fail to remedy in a manner 
satisfactory to the Board for the Condemnation of Insanitary Build- 
ings the condition or conditions which led to the condemnation thereof, 
by failing to cause such building or part of building to be put into 
sanitary condition or to be demolished and removed within the time 
specified by said Board in the order of condemnation or any extension 
thereof, he shall be deemed guilty of a misdemeanor and be liable to 
the penalties provided by section 16 of this Act, and such building or 
part of building may be put into sanitary condition or be demolished 
and removed under the direction of said Board, and the cost of such 
repairs or such demolition and removal, including the cost of making 
good damage to adjoining premises (except such as may have resulted 
from carelessnes or willful recklessness in the demolition or removal 
of such building), and the cost of publication, if any, herein provided 
for, less the amount, if any, recerved from the sale of the old material, 
shall be assessed by the Commissioners of the District of Columbia as a 
tax against the premises on which such building or part of building 
was situated, such tax to be collected [in the same manner as general 
taxes are collected in the District of Columbia] as provided in this 
section: Provided, That the pendency of any review or appeal provided 
for by sections 13 and 14 of this Act shall stay the operation of any 
order issued by said Board, unless said Board shall find that the con- 
dition of said premises is such as to cause immediate danger to the 
health or lives of the occupants thereof or of persons living in the 
vicinity: Provided further, That the taxes authorized to be levied and 
collected under this Act may be paid without interest within sixty days 
from the date such tax was levied. Interest of one-half of one per centum 
for each month or part thereof shall be charged on all unpaid amounts 
From the expiration of sixty days from the date such tax was levied. Any 
such tax may be paid in three equal installments with interest thereon. 
If any such tax or part thereof shall remain unpaid after the expiration of 
two years from the date such tax was levied, the property against which 
said tax was levied may be sold for such tax or unpaid portion thereof 
with interest and penalties thereon at the next ensuing annual tax sale in 
the same manner and under the same conditions as property sold for 
delinque nt general real estate taxes, if said tax with interest and penalties 
thereon shall not have been paid in full prior to said sale. 

“Src. 8. Whenever the Board for the Condemnation of Insanitary 
Buildings is in doubt as to the ow nership of any building or part of 
a building, the condemnation of which is contemplated, because the 
title thereto is in litigation, said Board may notify all parties to 
the suit and may report the circumstances to the Commissioners of 
the District of Columbia, who may bring such circumstances to the 
attention of the court in which such litigation i is pending for the pur- 


ee a ae a er 


— 4 et Oe MH A&A wee ee 


oe 0° 








CONDEMNATION OF INSANITARY BUILDINGS IN D. C. 7 


pose of securing such order or decree as will enable said Board to 
continue such condemnation proceedings, and such court is hereby 
authorized to make such decrees and orders in such pending suit as 
may be necessary for that purpose. 

“Sec. 9. Whenever the title to any building or part of building is 
vested in a person non compos mentis, or a minor child or minor 
children without legal guardian, the Board for the Condemnation of 
Insanitary Buildings shall report that fact to the Commissioners of 
the District of Columbia, who shall take due legal steps to secure the 
appointment of a guardian or guardians for such person non compos 
mentis, or minor child or children aforesaid, for the purpose of the 
condemnation proceedings authorized by this Act, ond any judge of 
the United States District Court for the District of Columbia is 
hereby authorized to appoint a guardian or guardians for such 
purpose. 

“Sec. 10. [Any notice required by this Act to be served shall be 
deemed to have been served if delivered to the person to be notified, or 
if left at the usual residence or place of business of the person to be 
notified, with a person of suitable age and discretion then resident 
therein; or if no such residence or place of business can be found in 
the District of Columbia by reasonable search, if left with any person 
of suitable ege and discretion employed therein at the office of any 
agent of the person to be notified, which agent has any authority or 
duty with reference to the land or tenement to which said notice 
relates; or if no such office can be found in said District by reasonable 
search, if forwarded by registered mail to the last known address of 
the person to be notified and not returned by the post of'ce authorities; 
or if no address be known or can by reasonable diligence be ascer- 
tained, or if any notice forwarded as authorized by the preceding 
clause of this section be returned by the post office authorities, if 
published on three consecutive days in a daily newspaper published 
in the District of Columbia; or if by reason of an outstanding unre- 
corded transfer of title the name of the owner in fact cannot be 
ascertained beyond a reasonable doubt, if served on the owner of 
record in the manner hereinbefore in this section provided. Any 
notice to a corporation shall, for the purposes of this Act, be deemed 
to have been served on such corporation if served on the president, 
secretary, treasurer, general manager, or any principal officer of such 
corporation in the manner hereinbefore provided for the service of 
notices on natural persons holding property in their own right; and 
notice to a foreign corporation shall, for the purposes of this Act, be 
deemed to have been served if served on any agent of such corpora- 
tion personally, or if left with any person of suitable age and discre- 
tion residing at the usual residence or employed at the usual place of 
business of such agent in the District of Columbia.] 8 (a) Any 
notice required by this Act to be served shall be deemed to have been served 
when served by any of the following methods: (a) when forwarded to the 
last known address of the owner as recorded in the real estate assessment 
records of the District of Columbia, by registered mail, with return 
receipt, and such receipt shall constitute prima facie evidence of service 
upon such owner if such receipt is signed either by the owner or bu a 
person of suitable age and discretion located at such address: Provided, 
That valid service upon the owner shall be deemed effected if such notice 
shall be refused by the owner and not delivered for that reason; or (6) 
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when delivered to the person to be notified; or (c) when left at the usual 
residence or place of a usiness of the person to be notified with a person 
of suitable age and discretion then resident or employed therein; or 
(d) if no such residence or place of business can be found in the District 
of Columbia by reasonable search, then if left with any person of suitable 
age and discretion employed at the office of any agent of the person to be 
notified, which agent any authority or duty with reference to the land 
or tenement to which said notice relates; or (e) if any such notice for- 
warded by registered mai! be returned for reasons other than refusal, or 
if personal service of any such notice, as hereinbefore provided, cannot 
be effected, then uf published on three consecutive days in a daily news- 
paper published in the District of Columbia; or (f) if by reason of an 
outstanding unrecorded wont of title the name of the owner in fact 
cannot be ascertained beyond a reasonable doubt, then if served on the 
owner of record in a manner hereinbefore provided. Any notice to a 
corporation shall, for the purposes of this Act, be deemed to have been 
served on such corporation if served on the president, secretary, treasurer, 
general manager, or any principal officer of such corporation in the 
manner hereinbefore provided for the service of notices on natural persons 
holding property in their own right: and notices to a foreign corporation 
shall, for the purposes of this Act, be deemed to have been served vf served 
personally on any agent of such corporation, or if left with any person 
of suitable age and discretion residing at the usual residence or employed 
at the usual place of business of such agent in the District of Columbia. 

(b) In case such notice is served by any method other than personal 
service, notice shall also be sent to the owner by ordinary mail. 

“Src. 11. No person shall interfere with the Commissioners or with 
any person acting under authority and by direction of said Commis- 
sioners in the discharge of his lawful duties, nor hinder, prevent, or 
refuse to permit any lawful inspection or the performance of any work 
authorized by this Act to be done by or by authority and direction of 
said Commissioners. 

“Sec. 12. No person shall, without the consent of the Board for 
the Condemnation of Insanitary Buildings, deface, obliterate, remove, 
or conceal any copy of any order of condemnation which has been 
affixed to any building or part of building by order of the said Board; 
and the owner and the person having custody of any building or part 
of building to which a copy or copies of any such order has been 
affixed shall, if said copy of ‘said order has been to his knowledge 
defaced, obliterated, or removed, forthwith report that fact in writing 
to the Board (unless he has good reason to believe that such copy of 
such an order has been removed by authority of the Board), and if such 
copy of such order has been concealed, he shall forthwith expose the 
same to view. 

‘Sec. 13. Any owner of property affected by an order of con- 
demnation issued under the authority contained in this Act shall be 
entitled to a review of such order by the Condemnation Review Board 
established by the Commissioners in accordance with the provisions 
of section 2 of this Act, upon making application to said Condemna- 
tion Review Board, in writing, within fifteen days from the date on 
which such owner has been served notice of such order of condemna- 
tion, and upon payment of a fee of $25. The said Condemnation 
Review Board shail be authorized by the Commissioners to affirm, 
modify, or vacate any order of condemnation issued under the author- 
ity contained in this Act. 
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“Sec. 14. The owner of any building or part of building con- 
demned under the provisions of this Act may, within fifteen days 
from the date on which such owner receives notice that such order 
of condemnation has been reviewed by the Condemnation Review 
Board established in accordance with section 2 of this Act and has 
been affirmed or modified by such Board, appeal to the Municipal 
Court for the District of Columbia for the modification or vacation 
of said order of condemnation. The municipal court shall give 
precedence to any such case, shall hear the testimony adduced therein, 
shall view the building or part of building affected by said order of 
condemnation, and thereafter shall affirm, modify, or vacate said 
order. In any proceeding instituted in accordance with the pro- 
visions of this subsection, such proceeding shall be conducted by the 
judge only, and nothing herein contained shall be construed as 
authorizing or entitling the owner of property affected by such order 
of condemnation to a trial by jury. 

“Sec. 15. Whenever any insanitary condition which has led to the 
condemnation of a building or part of building has been caused in 
any part by the action or by the neglect of the tenant or tenants, oc- 
cupant or occupants thereof, such tenant, tenants, occupant, or occu- 
pants shall be guilty of a misdemeanor and be liable to the penalties 
provided in section 16 of this Act. 

“Src. 16. Any person violating or aiding or abetting in violating 
sections 3,4, 5, 7, 11, 12, or 15 of this Act shall, upon conviction thereof 
in the Municipal Court for the District of Columbia, upon information 
filed in the name of said District, be punished by a fine of not more 
than $100 or by imprisonment for not more than nine. v days; and each 
day on which such unlawful act is done or during which such unlaw- 
ful negligence continues shall constitute a separate and distinct 
offense. 

“Src. 17. Except as herein otherwise authorized all expenses inci- 
dent to the enforcement of this Act shall be paid from appropriations 
made from time to time for that purpose in like manner as other ap- 
propriations for the expenses of the District of Columbia. 

“Suc. 18. (a) For the purposes of this Act, the term ‘Commis- 
sioners’ shall mean the Commissioners of the District of Columbia or 
their designated agent or agents; and the term ‘owner’ shall mean (1) 
any person, or any one of a number of persons, in whom is vested all 
or any part of the beneficial ownership, dominion, or title of the prop- 
erty found by the Commissioners to be in an insanitary condition; (2) 
the committee, conservator, or legal guardian of an owner who is non 
compos mentis, a minor child, or otherwise under a disability; or (3) 
a trustee elected or appointed, or required by law, to execute a trust, 
other than a trustee under a deed of trust to secure the repayment of 
a loan. 

“(b) Wherever under this Act any act is to be performed by, or 
any notice is to be given, an owner, such act may be performed by an 
agent of such owner, or such notice may be given to an agent of such 
owner who collects rent or otherwise acts as an agent for the owner 
in connection with said property. 

“Src. 19. (a) All suits and proceedings instituted by or against the 
Board for the Condemnation of Insanitary Buildings in the District 
of Columbia created by the first section of the Act approved May 1, 
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1906, supra, or the Board for the Condemnation of Insanitary Build- 
ings established by the Commissioners under the authority of Reor- 
ganization Plan Numbered 5 of 1952, prior to the effective date of 
this amendatory Act, shall be deemed to have been taken by, or insti- 
tuted by or against, the Commissioners of the District of Columbia. 

“(b) With respect to any building or part of building condemned 
by either of the Boards aforesaid prior to the effective date of this 
amendatory Act, and which building or part of building stands con- 
demned as of the effective date of this amendatory Act, the six-month 
period provided by section 3 of this amendatory Act shall commence 
running from the effective date of this amendatory Act. 

“(c) Wherever any provision of this Act refers to any order of 
the Board for the Condemnation of Insanitary Buildings, such pro- 
vision shall mean the order of such Board, or, if such order be 
reviewed by the Condemnation Review Board, as such order has been 
affirmed or modified by the latter Board; and wherever this Act 
establishes any time limit within which there shall be compliance with 
an order of the Board for the Condemnation of Insanitary Buildings, 
such time limit shall begin running from the date on which the owner 
o! the property affected by seid order is served with notice thereof, 
or, if such order be reviewed by the Condemnation Review Board, 
from the date on which the owner of such property receives notice 
that such order has been affirmed or modified by the latter Board. 

“Sec. 20. This Act shall take effect thirty days after its approval.” 

Approved August 28, 1954. 
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AMENDING THE ACT ENTITLED “AN ACT RELATING TO 


CHILDREN BORN OUT OF WEDLOCK,’ APPROVED 
JANUARY 11, 1951 





May 15, 1957.—Ordered to be printed 


Mr. Morss, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S. 1708] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1708) to amend the act entitled “An act relating to children 
born out of wedlock,” approved January 11, 1951, after full con- 
sideration, report favorably thereon with amendments and recom- 
mend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 6, strike the word “oaths” and in lieu thereof insert the 
following: “oaths, or before any person duly authorized to administer 
oaths’’. 

Page 2, line 13, strike the words ‘‘Health Officer” and in lieu thereof 
insert the words ‘‘Health Officer of the District of Columbia’”’. 

Page 2, line 15, strike the word “agent.” and in lieu thereof insert 
“agent’’. 

The purpose of this bill, as amended, is to amend the act of January 
11, 1951 (see. 11-963, D. C. Code, 1951 edition) so as to provide that 
when previously unwed parents of an illegitimate child have married 
subsequent to the birth of the child, the paternity of the child may be 
acknowledged by the husband in an affidavit sworn to before a judge 
or the clerk of a court of record, or before an officer of the Armed 
Forces of the United States authorized to administer oaths, or before 
any person duly authorized to administer oaths. Such affidavit must 
be delivered to the Commissioners or their designated agent, and a 
new certificate of birth bearing the original date of birth and the 
names of both parents shall be issued and substituted for the certificate 
of birth then on file. Under existing law, the paternity of the child 
must be judicially determined or acknowledged by the husband before 
the Health Officer of the District of Columbia, before a new certificate 
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shall be issued. Experience has proved that this provision cannot be 
complied with in many instances. The husband may be a member 
of the Armed Forces of the United States, assigned to duty at a place 
too far from the District of Columbia to enable him to appear per- 
sonally before the Health Officer, or he may be employed at a place so 
distant from the District that transportation costs and time lost from 
his job would discourage him from fulfilling the present requirement of 
the law. 

This bill also amends the act of January 11, 1951, to conform to 
Reorganization Plan No. 5 of 1952, by substituting “the Commis- 
sioners of the District of Columbia or their designated agent” for 
“Health Officer of the District of Columbia”’ 

This legislation was requested by and has the approval of the 
Commissioners of the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


Pustic Law 917—8I1st ConGrREss 
(Sec. 11-963, D. C. Code, 1951 edition) 


Sec. 15. New Birra Recorp Upon MarriaGe or NaTuRAL Par- 
ENTs.—[Whenever a certified copy of a marriage certificate is sub- 
mitted to the Health Officer of the District of Columbia establishing 
that the previously unwed parents of an illegitimate child have inter- 
married subsequent to the birth of said child and paternity of the 
child has been judicially determined or acknowledged by the husband 
before the Health Officer of the District of Columbia, a new certificate 
of birth, bearing the original date of birth and the names of both 
parents, shall be issued and substituted for the certificate of birth 
then on file. 1 Whenever a certified copy of a marriage certificate is 
submitied to the Commissioners of the District of Columbia or their 
designaied agent, establishing that the previously unwed parents of an 
illegitimate child have intermarried subsequent to the birth of said child 
and the paternity of the child has been judicially determined or has been 
maneininent by the husband before said Commissioners or their desig- 

vated agent, or has been acknowledged in an affidavit sworn to by such 
| llores a judge or the clerk of a court of record, or before an 
officer of the Armed Forces of the United States authorized to administer 
ows, or before any person dry aviaorizcd to administer oaths and 
such affidavit is delivered to said Commissioners or their designated 
agent, a new certificate of birth bearing the original date of birth and the 
names of both parents, shall be issued and substituted for the certificate 
of birth then on file. The original certificate of birth and all papers 
pertaining to the issuance of the new certificate shall be placed under 
seal, and opened for inspection only upon order of the United States 
District Court for the District of Columbia. 
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Sec. 16. (a) Reports to Bureau or Virau Statistics.—Upon 
entry of a final judgment determining the paternity of a child born 
out of wedlock, the clerk of the court shall forward a certificate to 
the bureau of vital statistics of the jurisdiction in which the child 
was born, giving the name of the person adjudged to be the father 
of said child. 

(b) Upon receipt of the certificate as provided in section 16 (a) 
hereof, the [Health Officer of the District of Columbia] Commissioners 
of the District of Columbia or their designated agent shall file said cer- 
tificate with the original birth record, and thereafter may issue a 
certificate of birth registration including thereon the name of the 
person adjudged to be the father of said child. 


O 
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AMENDING THE ACT ENTITLED “AN ACT TO PROVIDE FOR COM- 
PULSORY SCHOOL ATTENDANCE, FOR THE TAKING OF A SCHOOL 
CENSUS IN THE DISTRICT OF COLUMBIA, AND FOR OTHER 
PURPOSES”, APPROVED FEBRUARY 4, 1925 





May 15, 1957.—Ordered to be printed 


Mr. Morssz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S. 1842] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1842) to amend the act entitled “An act to provide for com- 
ulsory school attendance, for the taking of a school census in the 
District of Columbia, and for other purposes,” approved February 4, 
1925, after full consideration, report favorably thereon without 
amendment and recommend that the bill do pass. 

The purpose of this bill is to amend the act of February 4, 1925, so 
as to accomplish the following: 

(1) Provide that all children below the age of 18 years be listed in 
the taking of the school census, instead of the present requirement 
that only those between the ages of 3 years and 18 years be listed; and 

(2) Provide that the census be made as frequently as the Super- 
intendent of Schools and the Board of Education find it necessary and 
desirable to do so, instead of annually, as now required. 

All witnesses attending the hearing before the Public Health, 
Education, Welfare, and Safety Subcommittee, held on May 10, 1957, 
testified in favor of S. 1842 and stressed the fact that the statistics so 
provided would be of help to the Board of Education in planning for 
future school enrollments. No additional cost is anticipated by reason 
of this legislation. 

This bill has the approval of the Board of Commissioners of the 
District of Columbia. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(43 Stat. 807) 


ARTICLE II. SCHOOL CENSUS 


Section 1. That it shall be the duty of the director of school 
attendance and work permits, under instruction of the superintendent 
of schools, approved by the Board of Education, to cause to be made 
a complete census of [all children between the ages of three and 
eighteen years permanently or temporarily residing in the District of 
Columbia, and annually thereafter or as frequently ] all children under 
the age of eighteen years permanently or temporarily residing in the 
District of Columbia and as frequently thereafter as may be found 
necessary or desirable. Such census shall be amended from day to 
day as changes of residence occur among children within the ages 
prescribed in this Act, and as other persons come within the ages 
prescribed, and as other persons within such ages shall become resi- 
dents of the District. The record of such enumeration of children 
shall give the full name, address, race, sex, and date and place of birth 
of every such child, the school attended by him, and if the child is not 
at school the name and address of his employer, if any, and the name, 
address, and occupation of the parents or guardian. 


O 











Calendar No. 335 


85TH CoNGRESS ; SENATE Report 
Ist Session No. 329 








AUTHORIZING THE CONFERRING OF APPROPRIATE DEGREES BY 
THE DISTRICT OF COLUMBIA TEACHERS COLLEGE ON THOSE 
PERSONS WHO HAVE MET THE REQUIREMENTS FOR SUCH 
DEGREES 





May 15, 1957.—Ordered to be printed 


Mr. Morss, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany 8S. 1906] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1906) authorizing the conferring of appropriate degrees by 
the District of Columbia Teachers College on those persons who have 
met the requirements for such degrees, and for other purposes, after 
full consideration, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of this bill is to authorize the Board of Education of 
the District of Columbia, to make rules and regulations in connection 
with the organization and establishment of a graduate program at 
the District of Columbia Teachers College, and to prescribe the terms 
and conditions for the admission to and graduation from such college. 
The Board is further authorized to prescribe, upon the recommenda- 
tion of the president and faculty of the college, courses of graduate 
study, and to provide for the conferring of appropriate degrees for 
work performed, in course, upon those persons who have met the re- 
quirements for such degrees. 

Under existing law (sec. 31-118, D. C. Code), the District of Co- 
lumbia Teachers College is authorized to confer only the baccalaureate 
degree. This legislation would authorize the Board of Education to 
prescribe courses of study leading to degrees beyond the baccalaureate. 

Since teachers at the senior high-school level in the District of 
Columbia are required to have the master’s degree for probationary 
appointment, the effect of the present situation is to force students 
who have received their bachelor’s degree from the District of Colum- 
bia Teachers College to go elsewhere for their graduate training. In 
the process, many do not return to the District but are placed else- 
where. Enactment of this bill will rectify this situation by providing 
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locally for the necessary and desirable graduate training needed for 
the school system. 

The cost of this program has been estimated at between $15,000 
and $20,000 per year in addition to the present budget for the District 
of Columbia Teachers College. The objectives of the legislation 
were endorsed by all witnesses heard, including representatives of the 
Board of Commissioners and the Board of Education. 
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PROVIDING THAT MEMBERS OF THE BOARD OF EDUCA- 
TION OF THE DISTRICT OF COLUMBIA MAY BE 
REMOVED FOR CAUSE 





May 15, 1957.—Ordered to be printed 





Mr. Morsg, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


(To accompany H. R. 192) 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 192) to provide that members of the Board of Educa- 
tion of the District of Columbia may be removed for cause, after full 
consideration report favorably thereon with an amendment and rec- 
ommend that the bill as amended do pass. 

The amendment is as follows: 

Page 1, strike all of lines 7 through 12 and insert in lieu thereof the 
following: 

is amended by inserting ‘‘(a)” immediately after “Src. 2” 
and by adding at the end thereof the following new subsec- 
tion: “‘(b) The judges of the United States District Court 
for the District of Columbia shall have power to remove any 
member of the Board of Education at any time for adequate 
cause affecting his character and efficiency as a member, 
after a public hearing on a verified complaint filed by the 
United States Attorney for the District of Columbia, or one 
of his assistants, and on issues framed by a verified answer. 
The United States District Court for the District of Columbia 
is empowered to promulgate rules to carry out the purpose 
of this subsection. 


The purpose of this bill, as amended, is to amend the act of June 20, 
1906, entitled “An act to fix and regulate the salaries of teachers, 
school officers, and other employees of the Board of Education of the 
District of Columbia”, so as to authorize the judges of the United 
States District Court for the District of Columbia to remove any 
member of the Board of Education of the District of Columbia for 
adequate cause affecting his character and efficiency as a member 
The court would provide for a public hearing on a verified complaint 
filed by the United States attorney for the District of Columbia, or 
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one of his assistants, and on issues framed by a verified answer. The 
United States District Court for the District of Columbia would be 
empowered to promulgate rules to carry out this legislation. 

Under existing law (34 Stat. 316), the judges of the United States 
District Court for the District of Columbia appoint the members of 
the Board of Education for terms of 3 years each; however, there is 
no provision for the removal of members of the Board of Education 
for cause. H. R. 192 would remedy such situation, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXTX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(34 Stat. 316) (D. C. Code, sec. 31-101) 


Sec. 2. (a2) That the control of the public schools of the District of 
Co:umbia is hereby vested in a Board of Education to consist of nine 
members all of whom shall have been for five years immediately pre- 
ceding their appointment bona fide residents of the District of Co- 
lumbia and three of whom shall be women. The members of the 
Board of Education shall be appointed by the District court judges of 
the District of Columbia for terms of three years each, and members 
— be eligible for reappointment. The members shall serve without 
compensation. Vacancies for unexpired terms, caused by death, res- 
sein, or otherwise, sha!l be filled by the judges of the District 
Court of the United States for the District of Columbia. The board 
shall appoint a secretary, who shall not be a member of the board, and 
they shall hold stated meetings at least once a month during the school 
year and such additional meetings as they may from time to time 
provide for. All meetings whatsoever of the board shall be open to 
the public, except committee meetings dealing with the appointment 
of teachers. The members of the Board of Education of the District 
of Columbia shall not be personally liable in damages for any oficial 
action of the said board performed in good faith in which the said 
members participate, nor shall any member of said board be liab'e 
for any costs that may be taxed against them or the board on account 
of any such official action by them as members of the said board; 
but such costs shall be charged to the District of Columbia and paid 
as other costs are paid in suits brought against the municipality; nor 
shall the said board or any of its members be required to give eny 
supersedeas bond or security for costs or damages on any appeal 
whatever. 

(b) The judges of the United States District Court for the District of 
Columbia shall have power to remove any member of the Board of Edu- 
cation at any time for adequate cause affecting his character and efficiency 
as a member, after a public hearing on a verified complaint filed by the 
United States Altorney for the District of Columbia, or one of his assist- 
ants, and on issues framed by a verified answer. The United States Dis- 
trict Court for the District of Columbia is empowered to promugate rules 
to carry out the purpose of this subsection. 
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EXTENSION OF EXPORT-IMPORT BANK ACT OF 1945 





May 16, 1957.—Ordered to be printed 


Mr. Fuusriaut, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


(To accompany H. R. 4136] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 4136) to extend the period within which Export-Import 
sank of Washington may make loans, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

GENERAL STATEMENT 


H. R. 4136 passed the House of Representatives on April 9, 1957, 
and was referred to the committee. A companion bill, S. 961, imtro- 
duced by the chairman for himself and the ranking minority member 
of the committee was also referred to the committee. Favorable 
comments on S. 961 were received from the Departments of State, 
Treasury, and Commerce. No unfavorable reports or objections to 
the proposed extension were received by the committee. 


HISTORY OF THE BANK 


The Export-Import Bank of Washington was created under Execu- 
tive Order 6581, dated February 2, 1934. One of the preambles of 
that order expressed the necessity of organizing a banking corporation 


to aid in financing and to facilitate exports and imports and 
the exchange of commodities between the United States and 
other nations or the agencies or nationals thereof; 


Accordingly the Export-Import Bank of Washington was incorporated 
under the laws of the District of Columbia on February 8, 1934. 

Also in 1934, the Second Export-Import Bank of Washington was 
created pursuant to Executive Order 6638, dated March 9, 1934, 
Incorporated under laws of the District of Columbia, its broad pur- 


86006 











2 EXTENSION OF EXPORT-IMPORT BANK ACT OF 1945 


ose was the same as that prescribed for the First Export-Import 
Bank of Washington. 

The Congress ratified creation of both banks by act of January 31, 
1935 (49 Stat. 1). Operations of the Second Export-Import Bank of 
Washington were later scaled down and finally transferred to the 
First Export-Import Bank of Washington. Executive Order 7365, 
dated May 7, 1935, ordered the liquidation of the Second Export- 
Import Bank of Washington. This took place on June 30, 1936. 
Thereafter operations in the export-import field were carried on ‘by the 
Export-Import Bank of Washington. 

The life of this bank was successively extended by the Congress by 
the act of January 26, 1937 (50 Stat. 5), the act of March 4, 1939 (53 
Stat. 510), and act of September 26, 1940 (54 Stat. 561). 

The organization of the Export-Import Bank of Washington was 
recast as an independent Federal agency by the Export-Import Bank 
Act of 1945 (59 Stat. 526). In substance, the purpose of the bank was 
stated to be the same as that of the original 1934 bank. 

Due to the requirements of the Government Corporation Control 
Act of 1945, sie. Hemerte Import Bank of Washington was reincorpo- 
rated under a Federal charter by the act of June 9, 1947 (61 Stat. 130). 
Its lending authority was due to expire on June 30, 1953. 

Almost 2 years before that date arrived, the act of October 3, 
1951 (65 Stat. 367), extended the life of the bank an additional 5 years 
to June 30, 1958. 

Additional authority with respect to our rights and expropriation 
was given in the act of May 21, 1953 (67 Stat. 28). 

Reorganization Plan No. 5 of 1953 changed the management organi- 
zation of the bank but made no change in its termination date. 

The management arrangement was again changed by the act of 
August 9, 1954 (68 Stat. 677), which provided expressly that the— 


Export-Import Bank of Washington shall constitute an in- 
dependent agency of the United States. 


the provisions concerning the life of the bank remained unchanged, 


REASONS FOR EXTENSION OF BANK’S LIFE AT THIS TIME 


In his letter of January 28, 1957, to the chairman of the committee, 
the President of the bank requested a 5-year extension of the bank’s 
operating functions, as he had done in 1956. 

Such an extension would enable the bank to continue its operations 
in an orderly and businesslike manner. The number of applications 
for financial assistance from the bank involving industrial and develop- 
ment projects has increased substantially, and many of these require 
more than 2 years to complete. Interim financing for such projects 
is not as apt to be forthcoming if any doubt about the availability of 
permanent financing from the Export-Import Bank of Washington is 
allowed to exist. 

There is a natural hesitancy on the part of applicants to undertake 
development programs that may be short of completion when the 
bank’s lending authority expires. Suppliers are uneasy about accept- 
ing orders requiring special fabrication that might not be completed 
by that expiration date. Under such restrictive tendencies, the full 
benefits of the bank’s purposes for existence could not be realized. 
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These reasons led the committee to recommend and the Senate to 
pass S. 3868, 84th Congress, in 1956. This bill provided for the same 
5-year extension. However, S. 3868 did not become law. Further 
provisions in 8S. 3868, putting the bank under the civil service and 
retirement fund, are no longer necessary, this having been accom- 
plished by title IV of the Federal Executive Pay Act of 1956. 


NEED FOR EXPORT-IMPORT BANK OF WASHINGTON 


The Export-Import Bank of Washington has been properly de- 
scribed as the principle international lending arm of the United States. 
Its objects and purposes are— 


to aid in financing and to facilitate exports and imports and 
the exchange of commodities between the United States or 
anv of its Territories or insular possessions and any foreign 
country or the agencies or nationals thereof (sec. 2 (a), 
Export-Import Bank Act of 1945, as amended). 


The Congress has laid down the policy that the bank should supple- 
ment and encourage private capital, not compete with it. The Con- 
gress has also required the bank’s loans to be for specific purposes 
consistent with the purposes of the bank, The Congress further re- 
quires such loans to offer reasonable assurance of repayment in the 
judgment of the bank’s Board of Directors. The bank does not make 
grants. 

As a general rule, the bank extends credit to finance only purchases 
of materials and equipment produced or manufactured in the United 
States and of technical services of United States firms and individuals, 
Thereby it carries into effect one of its purposes—to facilitate United 
States exports. 

The bank has $1 billion of capital stock held by the Secretary of the 
Treasury. It may also borrow up to $4 billion at any one time from 
the United States Treasury. As additional working capital, the bank 
also has its earnings after paying operating expenses and dividends 
on its capital stock. By Jaw, the bank is authorized to have loans, 
guaranties, and insurance to a maximum of $5 billion outstanding at 
any one time. 

Having broad powers under its charter to carry out its purposes, 
the bank currently makes available direct financing, guaranties, and 
insurance. Direct financing takes the form of purchases without re- 
course from a United States exporter of notes or acceptances issued 
by a foreign importer; loans to a United States or foreign private 
entity or foreign government; or purchases from a United States im- 
porter of his obligations. Guaranties may run directly to exporters 
or importers or may be effected by a financial-institutition purchase of 
obligations from an exporter or importer with the backing of a 
guaranty agreement with the Export-Import Bank of Washington. 
These guaranties may cover all risks of repayment or may be limited 
to dollar transfer or other specified risks. 

In recent years these methods have been used in connection with 
credit lines extended to United States exporters. Under the usual 
plan, the Export-Import Bank of Washington shares the risk, in whole 
or in part, of 60 percent of the invoice value, 
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The bank also makes available insurance against war risk and 
expropriation covering the United States exporter’s interest in tangible 
personal property of United States origin. 

The Export-Import Bank of Washington receives payment for its 
various services in the form of interest charges or fees. For over 23 
years all costs of the bank’s operations have been paid from its earn- 
ings. Net earnings of the bank on December 31, 1956, amounted to 
$586,396,544.99, after paying all expenses including interest. From 
this amount the bank has paid dividends of $150,905,178.04 on its 
stock to the United States Treasury, and has $435,095,993.24 in 
accumulated reserves. Its average ratio of administrative expense to 
gross income was 1.7 percent as of the end of December 1956. 

The Export-Import Bank of Washington serves as agent for the 
International Cooperation Administration, the Department of De- 
fense, and the United States Government itself. It also handles 
special duties under the Defense Production Act of 1950 involving 
operations in foreign countries. 

The scope of the bank’s financial operations during its life from 
1934 through June 29, 1956, may be summarized as follows: 


Amount in 
billions 
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It must be kept in mind that the total value of projects assisted by 
the bank far exceeds the amounts indicated. This is so because the 
bank usually finances only that part of the project involving United 
States goods and services, and generally only a portion of that part. 

The bank’s record of actual losses incurred is most encouraging. 
For more than 22 years, losses have been $525,553.90 or about one 
one-hundredth of 1 percent of the amount disbursed. In addition, of 
course, the bank has a contingent possible loss on its present outstand- 
ing financial aid, but its present record of loans in default shows very 
few loans in that status. 

Full information concerning the operations of the bank is contained 
in the semiannual reports of the bank, made under section 9 of the act. 

The bank serves as a well-known United States source of loan funds 
to meet the seeming growing competitive threat of a of financial 
aid reputedly entering world markets from the U. S. R. Itisa 
Federal agency equipped to carry out United States fonkde policy in 
the lending field. The Export-Import Bank of Washington has an 
important and necessary role to fill in supplementing facilities pro- 
vided by private financial institutions in financing the foreign trade of 
this country. 

The bank’s assistance is often essential if the sale of United States 
goods and services is to be realized on terms involving medium- and 
long-term credit. It performs a valuable service in financing United 
States exports for development projects abroad designed to improve 
the foreign nation’s dollar position, thus increasing that country’s 
ability to buy more United States products. 








EXTENSION OF EXPORT-IMPORT BANK ACT OF 1945 5 


CONCLUSION 


The committee recommends immediate passage of the bill, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed i is shown in roman): 


Export-Import Banx Act or 1945 
* * ot * * + * 


Sec. 8. Export-Import Bank of Washington shall continue to 
exercise its functions in connection with and in furtherance of its 
objects and purposes until the close of business on [June 30, 1958] 
June 80, 1968, but the provisions of this section shall not be construed 
as preventing the bank from acquiring obligations prior to such date 
which mature subsequent to such date or from assuming prior to such 
date liability as guarantor, endorser, or acceptor of obligations which 
mature subsequent to such date or from issuing, either prior or sub- 
sequent to such date, for purchase by the Secretary of the Treasury, 
its notes, debentures, bonds, or other obligations which mature sub- 
sequent to such date or from continuing as a corporate agency of the 
United States and exercising any of its functions subsequent to such 
date for purposes of orderly liquidation, including the administration 
of its assets and the collection of any obligations held by the bank, 

+ * » * * . * 
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CONSOLIDATION OF LAWS ON COMPENSATION, PENSION, 
ADMINISTRATION, HOSPITALIZATION, AND BURIAL 
BENEFITS 


May 16, 1957.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 53] 


The Committee on Finance, to whom was referred the bill (H. R. 
53) to consolidate into one act, and to simplify and make more uni- 
form, the laws administered by the Veterans’ Administration relating 
to compensation, pension, hospitalization, and burial benefits, and to 
consolidate into one act the laws pertaining to the administration of 
the laws administered by the Veterans’ Administration, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 


COMMITTEE AMENDMENTS 


The committee made several technical and clerical amendments to 
the bill, as passed by the House, none of which affect the substance 
of the bill. The amendments are set out in the reported bill with 
matter proposed to be stricken out printed in linetype, and new 
matter proposed to be inserted printed in italics. 


EXPLANATION OF THE BILL 


The committee has long been aware of the numerous and various 
laws pertaining to disability and death compensation for veterans 
and their dependents, as well as those laws relating to pension, 
hospitalization and burial benefits, and the myriad of laws involving 
the administration of benefits administered by the Veterans’ Adminis- 
tration. To consolidate into one act, and to simplify and make more 
uniform the laws on these subjects, H. R. 53 has been introduced 
and designated as the ‘‘Veterans’ Benefits Act of 1957.” 

The bill incorporates into a single act the subject matter of the ex- 
tensive body of existing legislation authorizing and governing the pay- 
ment of compensation for service-connected disability or death to 
persons who served in the military, naval, or air force of the United 
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States during a period of war, armed conflict, or peacetime service, 
and to their widows, children, and dependent parents. It would 
provide the same sort of consolidation of the laws relating to pension, 
hospitalization, medical and domiciliary care, and burial benefits. 
Further, it would consolidate into one act all the administrative pro- 
visions relating to these benefits, as well as those common to all bene- 
fits administered by the Veterans’ Administration. It would also 
incorporate the provisions of existing law relating to the ancillary 
benefits of financial assistance for specially adopted housing and auto- 
mobiles for certain disabled veterans. Finally, it would repeal those 
provisions of law relating to such benefits which are obsolete, executed, 
or restated in substance in the bill. The bill does not encompass the 
subject matter of the Servicemen’s and Veterans’ Survivor Benefits 
Act which Congress recently enacted and which integrates the current 
survivor-benefit programs. 

The bill, which would be effective on the 1st day of January 1958, 
does not adversely affect the basic entitlement of any veteran or 
dependent presently on the compensation or pension rolls, nor does 
it liberalize, except in very minor areas, the provisions of law which 
govern the eligibility of veterans and their dependents for such 
benefits. The established rates of pension or compensation are main- 
tained. 

The bill, as reported contains the following substantive changes in 
existing law, generally minor liberalizations: 

(1) The discharge requirement of ‘under conditions other than 
dishonorable” is made uniform for all veterans for the purpose of 
the benefits authorized by the bill. For pension purposes, exist- 
ing law requires that Indian war veterans be honorably discharged 
from the service. 

(2) For compensation purposes under the bill, a widow would 
uniformly be required to have married the veteran before the 
expiration of 10 years after the veteran’s separation from service 
or to have been married for 10 or more years. Under existing 
law there are differing requirements, depending on the period of 
service, ranging from marriage at any time to marriage prior to 
specific avbitrary dates. Where a widow is on the rolls on the 
effective cate of the bill, the savings provisions in the bill protect 
her rights; therefore this new test operates as a slight liberaliza- 
tion in the cases to which it applies. 

(3) Under the bill, remarriage of any widow terminates her 
eligibility. Under certain conditions present law allows remar- 
ried widows of veterans of the Civil War, Indian wars, or Spanish- 
American War to be restored to the rolls. 

(4) The uniform definition of ‘child’ in the bill (generally 
under age 18) would effect a liberalization as to the definition of 
a child of a Civil or Indian war veteran (generally under age 16), 
and also result in an increase in the rates of pension payable to 
certain children of veterans of the Spanish-American War. 

(5) Under existing law, a widow of a veteran of the Civil War, 
Indian wars, or the Spanish-American War who may be barred 
from the receipt of pension because of her date of marriage may 
nevertheless qualify under certain conditions, i. e., marriage for 
10 or more years, a showing of dependency, and attainment of 
age 60. The bill ‘would liberalize the requirements in such cases 
by removing the conditions of dependency and age 60. 
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(6) Under existing law retired persons who served during a war 
period are eligible for hospital and domiciliary care from the 
Veterans’ Administration in the same manner as veterans of a 
war; however, in order to receive medical treatment for service- 
incurred disabilities they must have elected to receive disability 
compensation or, if peacetime retired persons, must be in receipt 
of compensation in lieu of retirement pay. The bill would obviate 
this circuitous route to eligibility by providing such benefits on 
the same basis as provided to discharged veterans. 

(7) As the definition of “period of war’’ would include the 
period of any future war declared by the Congress, it would be 
ain extension of existing law which generally limits such defined 
period to past wars. Its principal effect would be to make 
certain wartime eligibility criteria for compensation and hospitali- 
zation automatically available to veterans of future wars. 

All of the provisions, ‘except item 7, are changes which were neces- 
sary to avoid reenacting numerous deviations from the general rule in 
various areas of existing law, thereby providing greater uniformity 
and better administration. 

Item 7 refers to that provision of the bill under which wartime 
benefits (except pensions) would be available to veterans who served 
during the period of any future war declared by the Congress. From 
the standpoint of the committee, it seems unlikely that any future 
war veterans would be granted lesser compensation or medical benefits 
than are authorized for veterans of past wars, and in a period of 
stress and emergency, it would be desirable and in fact essential that 
some overall law providing entitlement be in force immediately. It 
is for that reason that the bill has been made applicable to conditions 
which may regretfully exist in the future. 

The Veterans’ Administration has stated that any cost involved 
in the few minor liberalizations in existing law would be relatively 
small. The provision which makes uniform the definition of child” 
a person under the age of 18 years rather than 16 years (as prevafls in 
the case of children of Civil ‘and Indian War veterans today) is the 
only one susceptible of a specific cost estimate. This cost, to the 
extent that it would increase the rates for Spanish War children, would 
be in the neighborhood of $200,000 a year. Obviously because of the 
class involy ed, it would be of a declining nature. 


ENDORSEMENT OF BILL 


The Bureau of the Budget stated in endorsing the objective of this 
bill: 

* * * Consolidation of the many laws relating to veterans’ 
benefits should serve to expedite the adjudication of claims 
and under the system more comprehensible to veterans and 
the public. Codification was also recommended by the Presi- 
dent’s Commission on Veterans’ Pension, which noted the 
direct personal impact of these statutes on veterans and 
their dependents who, because of the complexities of existing 
statutes, are often uncertain about the benefits to which they 
may be entitled. The Veterans’ Administration’s concurrent 
efforts to index, codify, and simplify precedents and regu- 
latory material would also undoubtedly be facilitated by the 
enactment of this bill * * * 
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The General Accounting Office in reporting on the bill, stated: 


* * * A simple and intelligible restatement of the laws per- 
taining to veterans’ benefits and to their administration, 
such as these bills contemplate, is long overdue and highly 
desirable. It should contribute toward efficient administra- 
tion by clarifying the body of law on that subject. We urge 
that these bills be given favorable consideration. In our 
view, however, the enactment of a single bill embracing all 
the areas involved would result in greater uniformity and 
clarity and, hence, the enactment of H. R. 53 appears 
somewhat preferable to the alternative of covering the sub- 
ject matter in three separate bills. * * * 


THe AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington, D. C., May 14, 1957. 
Hon. Harry Fioop Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator Byrp: Referring to H. R. 53 known as the Veterans’ 
Benefits Act of 1957, which passed the House on April 1, 1957, and 
is now pending before the Senate Finance Committee, I am very 

leased to tell you that the national organization of the American 
gion is happy to support this bill. 

We trust the bill will receive the favorable consideration of your 
committee. 

With kindest personal regards, I am 

Sincerely yours, 
Mixes D. Kennepy, Director. 


Amvets NAatIonaAL HEADQUARTERS, 
Washington, D. C., May 16, 1957, 
Hon. Harry F. Byrrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Dear Senator Byrp: We of AMVETS are vitally interested in 
H. R. 53, passed by the House of Representatives and now pending 
before the Committee on Finance. 

This measure, if enacted into law, will simplify the administration 
of laws relating to veterans. It will also make more uniform the 
various benefits to veterans of all wars. In our judgment, the enact- 
ment of this legislation is essential. 

AMVETS therefore heartily endorse H. R. 53 and urge that it be 
promptly reported by the Committee on Finance. 

Sincerely yours, 


Joun R. Hoipen, 
National Legislative Director. 








CONSOLIDATION OF LAWS ON VETERANS’ BENEFITS 5 


VereraANns oF Forrricn Wars or THE UNITED Statzs, 
Orrice oF NATIONAL LEGISLATIVE SERVICE, 
Washington, D. C., May 14, 1957. 
Re H. R. 53. 
Hon. Harry Fioop Byrp, 
Chairman, Senate Committee on Finance, 
United States Senate, Washington, D. C. 


Dear Senator Byrp: This is in response to the request of Mr. 
Fred Miller of your staff inviting the views of the Veterans of Foreign 
Wars with respect to a bill ‘ening in your committee, H. R. 53, the 
Veterans’ Benefits Act of 1957, which proposes to simplify and make 
more uniform, by consolidation into one act, certain of the laws ad- 
ministered by the Veterans’ Administration. 

This bill has a desirable objective and, lacking a specific mandate, 
We gave our tacit approval when the bill was under consideration by 
a subcommittee of the House Committee on Veterans’ Affairs. Our 
position has not changed. 

Under these circumstances, the Veterans of Foreign Wars recom- 
mends the early enactment of H. R. 53, and would have no objection 
to its bemmg reported and passed by the Senate without a hearing or 
other formal procedure. 

Respectfully yours, 
Omar B. Kercuum, Director. 





DisaBLep AMERICAN VETERANS, 
Nationat Service HEADQUARTERS, 
Washington, D. C., May 14, 1957. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Dear Senator Byrp: This is in reference to the position of the 
Disabled American Veterans relative to H. R. 53, a bill to consolidate, 
simplify and make more uniform the laws relating to compensation, 
pension, hospitalization, burial allowances, ete. 

This organization approves the purposes to be served by H. R. 53, 
which was reported favorably by the House Committee on Veterans’ 
Affairs, and there is no objection to the bill as drafted. 


Sincerely yours, 
Omer W. Cuark, | 
National Director of Legislation. 





May 16, 1957. 
Hon. Harry F. Byrn, 
Chairman, Committee of Finance, 
United States Senate, Washington, D. C. 

Dear Senator Byrp: Further reference is made to your request 
for a report by the Veterans’ Administration on H. R. 53, 85th 
Congress, an act to consolidate into one act, and to simplify and make 
more uniform, the laws administered by the Veterans’ Administration 
relating to compensation, pension, hospitalization, and burial benefits, 
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and to consolidate into one act the laws pertaining to the administra- 
tion of the laws administered by the Veterans’ Administration. 

The purpose of this bill is well stated in its title, set forth above. 
In addition to generally restating in improved form the existing 
veterans’ laws dealing with compensation, pension, hospitalization, 
medical care, and burial benefits, it includes the many administrative 
provisions of law relating to such benefits, as well as those common to 
all benefits administered by the Veterans’ Administration. An 
important feature of the bill is the proposed repeal of over 200 existing 
statutes or parts thereof which are deemed executed, obsolete, or 
restated in substance by the bill. 

H. R. 53 is the result of a project conducted by the staff of the House 
Committee on Veterans’ Affairs involving extensive research, study, 
and technical work in which the office of the House Legislative Coun- 
sel and representatives of the Veterans’ Administration actively par- 
ticipated. The general objective and approach of the bill is similar, 
on a much broader scale, to H. R. 10046, 84th Congress, a bill to 
simplify and make more nearly uniform the many laws pertaining to 
compensation and certain ancillary benefits. (The benefit provisions 
of H. R. 10046 are substantially embodied in titles III, VI, and VII 
of H. R. 53.) H. R. 10046 was passed by the House of Representa- 
tives in the last Congress, but the bill was not acted upon by the Senate 
prior to adjournment. 

H. R. 53 has been analyzed by the Veterans’ Administration and 
compared with the corresponding provisions of existing law. With 
certain limited exceptions, the bill has been found to conform sub- 
stantially with the present laws on the subjects with which it deals. 
The attached detailed statement indicates those areas in which the 
bill would effect material changes in existing law. In addition, the 
statement contains certain comments on the merits and suggestions 
dealing with technical aspects of the bill for consideration by your 
committee. Analysis of the bill and comparison with existing law 
indicate that the following changes of some significance in the benefit 
provisions, generally minor liberalizations, would be effected by the 
enactment of the bill: 

(1) The discharge requirement of “under conditions other than 
dishonorable” is made uniform for all veterans for the purpose of 
benefits authorized by the bill. For pension purposes, existing law 
requires that Indian war veterans be honorably discharged from the 
service. For compensation purposes, there is no overall discharge 
requirement under the general pension law or the World War Veterans’ 
Act, 1924. However, the disability or death must have been in line 
of duty (general pension law), or contracted in the service without 
misconduct (World War Veterans’ Act). 

(2) For compensation purposes under the bill, a widow would uni- 
formly be required to have married the veteran before the expiration 
of 10 years after the veteran’s separation from service or to have been 
married for 10 or more years. Under existing law there are differing 
requirements, depending on the period of service, ranging from mar- 
riage at any time to marriage prior to specific arbitrary dates. Where 
a widow is on the rolls on the effective date of the bill, the savings 
provisions in the bill protect her rights. Further comments and a 
recommendation on this subject will be noted in the attached state- 
ment. 
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(3) Under the bill, remarriage of any widow terminates her eligibil- 
ity. Under certain conditions present law allows remarried widows 
e veterans of the Civil War, Indian wars, or Spanish-American War 
to be restored to the rolls. Remarried widows on the rolls on the 
effective date of the bill would not be affected. 

(4) The uniform definition of “child” in the bill (generally under 
age 18) would effect a liberalization as to the definition of a child of 
a Civil or Indian war veteran (generally under age 16), and also result 
in an increase in the rates of pension payable to certain children of 
veterans of the Spanish-American War. 

(5) Under existing law, a widow of a veteran of the Civil War, 
Indian wars, or the Spanish-American War who may be barred from 
the receipt of pension because of her date of marriage may neverthe- 
less qualify under certain conditions, i. e., marriage for 10 or more 
years, a showing of dependency, and attainment of age 60. The bill 
would liberalize the requirements in such cases by removing the condi- 
tions of dependency and age 60. 

(6) Under existing law retired persons who served during a war 
period are eligible for hospital and domiciliary care from the Veterans’ 
Administration in the same manner as veterans of a war; however, in 
order to receive medical treatment for service-incurred disabilities 
they must have elected to receive disability compensation or, if 
peacetime retired persons, must be in receipt of compensation in lieu 
of retirement pay. The bill would obviate this circuitous route to 
eligibility by providing such benefits on the same basis as provided to 
discharged veterans. 

(7) As the definition of “period of war” would include the period 
of any future war declared by the Congress, it would be an extension 
of existing law which generally limits such defined periods to past wars. 
Its principal effect would be to make certain wartime eligibility criteria 
for compensation and hospitalization automatically available to vet- 
erans of future wars. It would not automatically extend pension 
benefits to such persons. 

(8) The presumptions of service connection for compensation pur- 
poses now authorized under the so-called Public No. 2 system for 
veterans of World War I, World War U, and the Korean conflict would, 
prospectively, be for uniform application under the bill. However, 
the service connection of World War I veterans on the rolls which was 
established as a result of the liberal presumption for certain diseases 
under section 200 of the World War Veterans’ Act, 1924 (as restored, 
with limitations, by Public No. 141, 73d Cong.) would not be disturbed 
in any case. After a period of almost 40 years since the war, it is not 
likely that there will be any significant number of new World War I 
claims in the future, but any such claim filed within 1 year of the bill’s 
enactment could be adjudicated, as to service connection, under the 
old laws. 

Certain of the mentioned changes in existing law are discussed in 
ereater detail in the attached statement. 

As stated, the bill conforms substantially with the present laws on 
the subjects with which it deals. ‘There has also previously been 
indicated those areas in which certain changes of significance in the 
benefit programs have been made. In addition, certain other minor 
variations from existing law are noted and discussed in the attached 
statement. In this connection, however, it is important to note that 
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in each of the “‘benefit”’ titles, provision is made for extending entitle- 
ment to all classes of persons who prior to the enactment of the bill 
had an eligibility status for the benefit, notwithstanding the specific 
service requirements of the bill. Further, title XXIII contains certain 
savings provisions designed to protect the rights of persons on the rolls 
or those who had entitlement to benefits prior to the effective date 
of the bill. 

Subsequent to action by the House of Representatives on H. R. 53, 
the Congress enacted Public Law 85-24, approved April 25, 1957. 
This act prohibits, under certain conditions, the payment of pension 
to persons imprisoned in penal institutions and the subject matter is 
proper for inclusion in title IV of H. R. 53. Appropriate draft lan- 
guage to accomplish this purpese is enclosed. 

To the extent that the bill conforms substantially with present law, 
no additional cost would be involved in its enactment. With respect 
to the mentioned proposed changes in law dealing with discharge and 
marriage date requirements, and definitions of “widow” and “child, r 
it is believed that the cost would be relatively small. It is not possible 
to submit an accurate estimate of such cost, except in one area, due 
to the indeterminate factors involved. It is estimated that the 
liberalized rates of pension applicable to certain orphan children of 
Spanish-American War veterans would approximate $200,000 for the 
first year. This annual cost would remain basically the same for each 
of the ensuing 4 years. The proposed change in the law with respect 
to liberalizing the eligibility criteria of certain retired officers for 
hospitalization and medical treatment in service-connected cases 
might result in some additional benefit cost, but it is believed that it 
would be small. On the other hand, the elimination of the existing 
requirements that they must first establish eligibility for, or be in 
receipt of, compensation, would bring about administrative simplicity 
and some economy. 

I am in full accord with the objective of H. R. 53. If amended in 
accordance with the accompanying recommendations and suggestions 
I believe it should receive favorable consideration by your committee. 

Advice has been received from the Bureau of the Budget that while 
there is no objection to the submission of this report to your com- 
mittee, the Bureau requests that we enclose for your information a 
copy of its report on H. R. 53 to the Committee on Veterans’ Affairs, 
House of Representatives. A copy of such report is herewith enclosed. 

Sincerely yours, 
H. V. Higiey, Administrator. 
Encls. 
Tirte I—GENERAL 


DEFINITIONS 
Section 101 (2) 

This subsection proposes a liberalization of the discharge 
requirements insofar as the payment of pension to veterans of 
the Indian wars is concerned. Under section 1 of the act 
of March 3, 1927 (44 Stat. 1361), as amended (38 U.S. C. 
381), pension based on disability or age is authorized for 
otherwise eligible veterans of the Indian wars who were 
honorably discharged from service. This subsection would 


require only that the veieran have been discharged under 
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conditions other than dishonorable. This change would pro- 
vide a uniform discharge provision applicable to all war vet- 
erans and would be insignificant from the cost standpoint. 


Section 101 (8) 


This subsection proposes a slight restriction of existing 
law with respect to the definition of “widow”. Under exist- 
ing law, death pension benefits are payable to the widows of 
veterans of the Civil War, Indien wars, or Spanish-American 
War, who married the veteran prior to the applicable mar- 
riage delimiting date, who have remarried once or more than 
once, and whcse subsequent marriages have been dissolved 
either by death or by divorce, without the fault of the wife 
in the case of Civil War veterans’ widows, or on any ground 
except the adultery of the wife in the case of Indian or 
Spanish-American War veterans’ widows. Subsection 101 
(3) would define a ‘‘widow,” in part, as a woman “who has 
not remarried (unless the purported remarriage is void.” 
Hence, if H. R. 53 is enacted, any such widows who have 
remarried or who may thereafter remarry would be in- 
eligible to be placed on the pension rolls following termina- 
tion of the remarriage. This change in requirements, how- 
ever, would be in the interest of uniformity, 

Section 101 (4) 

The proposed definition of the term “child” would be for 
general application. At the present time a more restrictive 
definition of this term is applicable to pension based on serv- 
ice in the Civil or Indian wars. For such benefits a child is 
defined as ‘‘a legitimate child under the age of 16.” As to 
helpless children in this category, disability must have 
arisen prior to the child’s 16th instead of 18th birthday. 
(See, also, comment on sec. 432.) 


Section 102 (b) 


This subsection would create a conclusive presumption of 
the dependency of a parent under the conditions set forth 
in subdivision (2) therein. Under existing administrative 
regulations, the same income figures constitute only prima 
facie showing of dependency and are not controlling in 
any case. In this respect, the proposed language departs 
from existing law and regulations. It is, however, in accord 
with the similar provision contained in H. R. 10046, 84th 
Congress. 

Section 106 


This section would provide that retirement from the 
military, naval, or air service is to be considered a discharge 
or release from such service for the purpose of all laws admin- 
istered by the Veterans’ Administration. Insofar as most 
such laws are concerned, this is merely a restatement of 
existing law. However, in the field of hospital, domiciliary, 
and medical benefits, retirement is not equated with a dis- 
charge for purposes of granting these benefits. Hence, in 
some instances, retired personnel must predicate their ‘eli- 
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gibility for these benefits on a somewhat different basis than 
that generally applicable to other veterans. 

While a specific provision of law (38 U.S. C. 706b) equates 
retired persons who served during a war period with other war 
veterans for the purpose of hospitalization and domiciliary 
care, outpatient medical treatment can only be afforded such 
retired personnel when they have elected to receive disability 
compensation from the Veterans’ Administration. Retired 
persons not having war service may not receive these benefits 
until an award of compensation has been made. Under the 
bill, a person who is retired for disability would apparently 
be eligible for hospital, domiciliary, and medical care on the 
same basis as a person discharged for disability incurred in 
line of duty, thus obviating the necessity of applying for and 
receiving disability compensation from the Veterans’ Admin- 
istration. Similarly, a retired war veteran would be entitled 
to outpatient treatment for service-connected disability on 
the same basis as a discharged war veteran, even though he 
might not have been retired for disability. 

The proposal to provide hospital, domiciliary, and medical 
services to retired persons on the same basis as now provided 
to discharged veterans will simplify the furnishing of medical 
benefits, both from the viewpoint of the Veterans’ Adminis- 
tration and from that of the beneficiary, and will eliminate 
certain inequities which result from the “patchwork” of 
existing laws. 


Titte IJI—CompeEnsaATION FOR SERVICE-CONNECTED Di1s- 
ABILITY OR DEatH 
Section 302 


This section provides that no compensation shall be paid 
to a widow unless she was married to the veteran (1) before 
the expiration of 10 years after the termination of the 
period of service in which the injury or disease causing the 
death of the veteran was incurred or aggravated or (2) for 
10 or more years. While these criteria are more restrictive 
in some cases and more liberal in others as compared to 
existing requirements for death compensation, their appli- 
cation will generally be limited to cases where death occurred 
prior to January 1, 1957, and the widows have not previ- 
ously been eligible. Where death occurred prior to January 
1, 1957, a widow’s claim filed any time during the year 1957 
would, of course, be adjudicated under the old criteria. If 
death occurs on or after January 1, 1957, the more liberal 
definitions of the term “widow” contained in Public Law 
881, 84th Congress, apply. 

For the purpose of paying dependency and indemnity 
compensation under Public Law 881, the term ‘‘widow” 
means a woman who was married to a person— 

(A) before the expiration of 15 years after the ter- 
mination of the period of active duty, active duty for 
training, or inactive duty training, in which the injury 
or disease causing the death of such person was incurred 
or aggravated; or 
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(B) for 5 or more years; or 
(C) for any period of time if a child was born of the 
marriage. 

While the major effect of this section is a liberalizing one, 
it could operate restrictively in a few instances. Therefore, 
if the committee wishes to safeguard the rights of all widows 
whose marriage dates would have met the requirements of the 
prior laws, it is recommended that the following paragraph be 
added to section 302: 

“The foregoing shall not be applicable to any widow who, 
with respect to date of marriage, could have qualified as a 
widow for death compensation under any law administered 
by the Veterans’ Administration in effect on the day before 
the effective date of this Act.” 


Tirte I1V—PeEnNsion For Non-Service-ConnecteD Dt1s- 
ABILITY OR DEATH, OR FOR SERVICE 
, 


Section 432 (b) 

As previously noted, subsection 101 (4) of H. R. 53 
proposes to make the Public No. 2 definition of a “child” 
applicable to children of veterans of all wars and accordingly 
liberalizes the definition of a “child” of a Civil or Indian 
war veteran. Under subsection 432 (b) additional death 
pension benefits would be payable on behalf of certain 
children who do not satisfy the definition of existing law, 
such as all children who are over age 16 but under age 18; 
children who were not insane, idiotic, or otherwise physically 
or mentally helpless at age 16 but who became permanently 
incapable of self-support prior to age 18; children over age 18 
but under age 21 who are attending an approved educational 
institution; and legally adopted children, or stepchildren who 
are members of the veteran’s household, and who are other- 
wise eligible. This liberalization would provide a uniform 
definition of ‘child’ applicable to the children of veterans 
of all wars. Obviously, because of the small number of 
cases involved and the age of the veterans and their children, 
the liberalization would be insignificant from the standpoint 
of cost. 

Section 482 (d) 

Subsection (d) proposes a minor liberalization of existing 
law. The act of December 8, 1944 (58 Stat. 797; 38 U.S. C. 
293-294), provides that an unmarried widow of a veteran of 
the Civil War who is barred from the receipt of pension be- 
cause her marriage to the veteran occurred subsequent to 
June 26, 1905, but who is otherwise entitled to pension, shall 
be entitled to pension if she is dependent, has attained age 60, 
and married the veteran 10 or more years prior to his death 
and lived with him continuously from the date of marriage to 
the date of his death except where there was a separation 
which was due to misconduct of or procured by the veteran 
without the fault of the widow. This subsection proposes to 
eliminate the requirements that the widow be dependent and 
have attained age 60. This liberalization would make more 
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nearly uniform the marriage requirements applicable to the 
widows of veterans of the various wars. 


Section 433 


The comment made with respect to subsection 432 (b) is 
equally applicable to this section. 


Section 434 (b) 
The comment made with respect to subsection 432 (b) is 


equally applicable to the children of veterans of the Indian 
wars encompassed by this subsection. 


Section 434 (c) 

The comment made with respect to subsection 432 (d) is 
equally applicable to the widows of Indian war veterans, 
encompassed in this subsection, except that the applicable 
marriage delimiting date is March 4, 1917, 

Section 435 
The comment made with respect to subsection 432 (b) is 


equally applicable to the children of the Indian war veterans 
encompassed in this section. 
Section 436 (c) 

The comment made with respect to subsection 432 (d) is 
equally applicable to the widows of veterans of the Spanish- 
American War, encompassed in this subsection, except that 
the applicable marriage delimiting date is January 1, 1938. 
Section 437 

Existing law (sec. 2 of the act of May 1, 1926 (44 Stat. 
382), as reenacted by the act of August 13, 1935 (49 Stat. 614) 
and as amended (38 U.S. C. 364 (a))) provides that where 
there is no widow entitled to pension under any law granting 
additional pension to minor children, the minor children 
under 16 years shall be entitled to the pension provided for 
the widow. Such children currently are paid the rates of 
pension specified in this section. Where a child qualifies for 
death pension solely by reason of the definition of “child” 
contained in paragraph VI of Veterans Regulation No. 10, 
as amended by section 7 of the act of July 13, 1943 (57 Stat. 
555)—principally because they are between 16 and 18 years 
of age or over age 18 and attending school—lesser monthly 
rates of pension are payable. Section 437 of H. R. 53 would 
make the greater rate payable in all instances and, to that 
extent, would constitute a liberalization of existing law. 
Sections 460-462 

These sections restate the provisions of existing law rela- 
tive to the Army, Navy, and Air Force Medal of Honor roll 
and the special pension to which persons on that roll are 
entitled. The inclusion of these provisions in H. R. 53 will 
raise questions as to the applicability to the Medal of Honor 
pension of certain administrative provisions in the bill which 
currently do not apply to it (e. g., waiver of recovery of over- 
payments). Since the functions of the Veterans’ Adminis- 
tration with respect to the special pension are purely minis- 
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terial, in that we act as paymaster of the pension authorized 
by the secretaries of the military departments concerned, 
it is recommended that these provisions be deleted from the 
pension title of H. R. 53 and be added to the appropriate 
title or titles of the United States Code, by means of an 
additional item in section 2201 of the bill. In this connec- 
tion it is noted that item (31) (C) of section 2201 (starting 
at line 6, p. 188) proposes to transfer the provisions of exist- 
ing law relating to Navy pensions from title 38, United 
States Code, to title 10. The functions of the Veterans’ 
Administration with respect to the Navy pensions are the 
same as those with respect to the special pension for persons 
on the Army, Navy, and Air Force Medal of Honor roll. 


Titte V—Hospirat, Domiciuiary, AND Mepicat Care 


Section 512 (e) 

In order to conform in all respects to existing law, this 
subsection should be revised to read as follows: 

‘‘(e) Any disability of a veteran of the Spanish-American 
War, upon application for the benefits of this section or out- 
patient medical services under section 524, shall be con- 
sidered for the purposes thereof to be a service-connected 
disability incurred or aggravated in a period of war.” 


Tirte XV—Mrnors, INcOMPETENTS, AND OrHER WARDS 
’ ) 


Section 1502 (d) 


This subsection provides that under certain conditions 
funds in the hands of a guardian which would otherwise 
escheat to a State will escheat to the United States. Such 
funds could be derived from any benefits payable under 
laws administered by the Veterans’ Administration. Under 
the similar provision of existing law escheat of insurance 
funds to the United States in this situation is limited to 
automatic, gratuitous, or yearly renewable term insurance. 
This section therefore would extend existing law by making 
the excheat provision applicable to converted insurance. 


Section 1503 (b) (2) 

This provision contains what appears to have been an 
inadvertence in drafting. To conform to existing law, the 
parenthetical phrase ‘(except retired pay, but including 
emergency officers’ retirement pay)’’ should be deleted in 
lines 22 and 23, page 130, and inserted after the word 
“‘benefits” in line 24. 


Titte XVI—AGENTS AND ATTORNEYS 


Section 1605 

The portion of this section which provides a penalty for 
one who “wrongfully withholds from any claimant or 
beneficiary any part of a benefit or claim allowed and due 
him” is apparently a restatement, in part, of section 202, 
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Public No. 844, 74th Congress, which is not applicable to 
laws pertaining to Government life insurance. 


Tirte XXI—MIscELLANEOUS 


Section 2107 (6) 


It is suggested that the phrase ‘“‘private, State and other 
government” be substituted for “‘public or private”’ in lines 
14-15, page 177. While it is understood that the term 
“public” which is used in lieu of the words “State and other 
government” in existing law (Public Law 499, 79th Cong.; 
38 U.S. C. 488a) is intended to have the same coverage, it 
can be argued that a “public” hospital is one open to the 
public generally and does not refer to a publically owned 
hospital which is available to only a limited class, i. e., 
military hospitals. 


Tite XXIJ—AMENDMENTS AND REPEALS 


AMENDMENTS 
Section 2201 (12) 

The proposed paragraph 11, part VII, Veterans’ Regula- 
tion No. 1 (a), would, in effect, be a substitute for the provi- 
sions of section 1500 (a) of the Servicemen’s Readjustment 
Act, which is scheduled for repeal. Section 1500 (a), 
however, did not require the mandatory application to the 
rehabilitation and education benefits of parts VII and VIII of 
every aspect of the effective date provisions relating to 
compensation. As the nature of those benefits necessi- 
tates some variance, it is recommended that the words ‘‘to 
the extent feasible” be inserted immediately after the word 
“shall” in line 19, page 181. 


Tirte XXITI—Errective Date anv Savincs Provisions 
PART B—PROVISIONS RELATING TO CLAIMANTS 


2317 (b) 

In view of the applicability of Public Law 881, 84th Con- 
gress, to service-connected deaths occurring on or after 
January 1, 1957, it is recommended that lines 1 through 3 
(page 226) of this subsection be revised to read: “‘(b) A claim 
for compensation based on the disability (or death occurring 
before January 1, 1957) of a World War I veteran, if filed on 
or after the effective date’’, etc. 


Prorposep AMENDMENTS TO H. R. 53, 85tTH CoNGREss, IN 
View oF ENACTMENT OF Pusiic Law 85-24 


Amend H. R. 53 (1) by inserting immediately below “Sec. 
404. Persons heretofore having a pensionable status.” in the 
table of contents the following: 
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“Sec. 405. Payment of pension during confinement in 
penal institutions”; and (2) by adding immediately after 
section 404 in title IV, the following: 


“PAYMENT OF PENSION Durtna CONFINEMENT IN PENAL 
INSTITUTIONS 


“Src. 405. (a) No pension under public or private laws 
administered by the Veterans’ Administration shall be paid 
to or for an individual who has been imprisoned in a Federal, 
State, or local penal institution as the result of conviction of 
a felony or misdemeanor for any part of the period beginning 
sixty-one days after his imprisonment begins and ending 
when his imprisonment ends. 

“(b) Where any veteran is disqualified for pension for any 
period solely by reason of subsection (a) of this section, the 
Administrator may apportion and pay to his wife or children 
the pension which such veteran would receive for that period 
but for this section. 

“(¢) Where any widow or child of a veteran is disqualified 
for pension for any period solely by reason of subsection (a) 
of this section, the Administrator may (1) if the widow is 
disqualified, pay to the child, or children, the pension which 
would be payable if there were no such widow or (2) if a child 
is disqualified, pay to the widow the pension which would be 
payable if there were no such child.” 


The other amendments which are noted throughout the bill fall into 
the general categories of clerical, typographical, and clarification 
amendments. There is no intent on the part of the committee to 
incorporate changes other than on the basis indicated. 

The committee believes that the enactment of this bill by the 
Congress will do much to aid in the administration of veterans’ laws. 
It should be much easier to adjudicate claims, to answer correspond- 
ence, to perform all of the day-to-day administrative functions which 
the Veterans’ Administration must perform, by having this great body 
of law in one act. The veterans’ organizations’ service officers, 
claims’ officials, and legislative representatives should find this bill 
to be of the greatest assistance in their work. Members of Congress, 
too, will find that this bill will greatly aid them in locating provisions 
of law which are now scattered throughout numerous enactments. 
Enactment of this proposal will make easier the codification of VA 
laws on which work has already started in the Veterans’ 
Administration. 

CHANGES IN EXISTING LAW 


In the opinion of the committee, it is necessary to dispense with the 
requirements of subsection 4 of rule XXIX of the Standing Rules of 
the Senate in order to expedite the business of the Senate in connection 
with this report. 
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ALLOWING CIRCUITOUS ROUTES TO COMPETE WITH DIRECT 
ROUTES WITHOUT PRIOR APPROVAL OF INTERSTATE COM- 
MERCE COMMISSION UNDER THE LONG-AND-SHORT-HAUL 
CLAUSE OF THE INTERSTATE COMMERCE ACT 





May 17, 1957.—Ordered to be printed 





Mr. Smatuers, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 937] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 937) to amend section 4 of the Interstate 
Commerce Act, as amended, having considered the same, report fav- 
orably thereon without amendment and recommend that the bill do 
pass. 

I. INTRODUCTION 


The purpose of this bill is to allow railroads and other carriers, 
subject to part I of the Interstate Commerce Act, and water carriers, 
subject to part III of the act, to establish rates over circuitous routes, 
regardless of their length, so as to meet competition of the same type 
over direct routes, without first filing requests for relief with the 
Interstate Commerce Commission. Under section 4 of the act, a 
carrier must file for relief with the Interstate Commerce Commission 
before such rates may be established. 

The proposal incorporating the terms of S. 937, which was intro- 
duced at the request of the Interstate Commerce Commission, is 
contained in Interstate Commerce Commission Legislative Recom- 
mendation No. 2, page 160, 70th Annual Report to the Congress. 
Public hearings were held by the Surface Transportation Subcommit- 
tee and all desiring to testify were heard. 


II, DISCUSSION OF THE BILL 


It was pointed out in the course of the hearings that enactment of 
S. 937 would eliminate the present maces (sec. 4 (1), Interstate 
Commerce Act) of securing prior approval by the Interstate Com- 
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merce Commission to establish rates over circuitous routes equivalent 
to the going rates over a more direct route of the same type of carrier 
when, 14 the carrier’s opinion, such rates are necessary for competitive 
reasons. Elimination of this provision would enhance the Commis- 
sion’s administrative effectiveness and would enable the carriers to 
simplify and improve their tariffs to the benefit of the carriers that 
publish and file the tariffs, the shippers that use them, and the Com- 
mission that must administer the terms of the tariff. 

Under section 4 (1) railroads and water carriers are now prohibited 
from charging or receiving any greater compensation for the trans- 
portation of passengers, or property, for a shorter than for a longer 
distance, over the same line or route in the same direction, the shorter 
being included within the longer distance. 

Section 4 (1) also provides, among other things, that, upon applica- 
tion, the Commission may, in special cases, after investigation, au- 
thorize such carriers to charge less for the longer than for the shorter 
distance, and from time to time prescribe the extent to which such 
common carriers may be relieved from the provisions of the section. 

Your committee is informed that generally the Interstate Commerce 
Commission now allows an additional mileage of from 30 to 70 percent 
longer than the direct route in granting circuitous route competitive 
rates. 

In the exercise of this authority, however, the Commission may not 
permit the establishment of any charge to or from the more distant 
point that is not reasonably compensatory for the service performed. 
Nor may it grant such authorization on account of merely potential 
water competition not actually in existence. 

S. 937, it is pointed out, would make the fourth section self-operating 
with respect to relief for deviations over circuitous routes for com- 
petitive reasons. No further authorization from the Commission 
would be necessary, although other standards of lawfulness set forth 
in other sections of the act would, of course, have to be observed. 

Under existing regulatory policy, rates are initiated by the carriers, 
and are subject to review by the Commission. This does not mean 
that the Commission must investigate and pass upon the justness and 
reasonableness of every rate before it becomes effective. Rates are 
reviewed whenever their lawfulness is questioned; experience has 
proved this to be a satisfactory practice. It is reasonable to assume, 
therefore, that rates published over circuitous routes to meet the rates 
over the more direct routes would be compensatory and otherwise 
lawful. Should the lawfulness of such a rate be questioned, it would 
be subject to specific review, and the Commission would consider its 
compensatory aspects under the just and reasonable provision of 
section 1 of the act. If found not to be compensatory, it would 
constitute an unauthorized deviation from the long-and-short-haul 
principle, and would therefore be unlawful and not permitted. 

The long-and-short-haul clause of the Interstate Commerce Act has 
been surrounded throughout its history by more controversy tan any 
other provision. A major portion of the congressional debate at the 
time the original act was under consideration in 1887 was devoted to 
this clause. In the 10 years that followed, a series of court decisions 
rendered it ineffectual by interpreting the then statute as permitting 
the carriers to determine for themselves whether the long-and-short- 
haul principle was violated. The dissatisfaction with that situation 
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led to amendments in 1910.and 1920 by which the clause was strength- 
ened, and the Commission was given the primary function of deter- 
mining whether such rates should be sanctioned. 

Since the Commission is constantly seeking assurance that all rates 
subject to its jurisdiction, including those under consideration here, 
are not unjust or unreasonable, or unduly discriminatory, prior Com- 
mission approval to publish such rates over circuitous routes would 
seem unnecessary. Enactment of S. 937 has received no opposition 
by sections of the country vitally interested in retaining the basic 
protection afforded by section 4. 

Experience has shown that action to obtain relief under the existing 
law has been excessively burdensome to all concerned. It has brought 
about disproportionate expenditures of time, labor, and funds by 
both the carriers and the Commission, particularly in view of the 
relatively few instances where denial of section 4 relief has been 
warranted. During the year ending October 31, 1956, for example, 
the carriers filed 1,573 applications for fourth-section relief. Of this 
number only 87 were denied, the remainder having been granted in 
whole or in part, either on a continuing or temporary basis. The 
figures include applications for relief other than over circuitous routes. 

For the months of October, November, and December, 1956, a 
total of 431 fourth-section applications were filed. Of this number 
127, or 29.4 percent, sought relief over circuitous routes, and only 7 
were denied. On the basis of handling about 459 circuitous route 
applications per year, it is estimated that enactment of S. 937 would 
result in considerable monetary savings for the Commission on the 
basis of present filings. In the past 13 years the number of fourth- 
section applications has increased almost threefold and there is good 
reason to believe that this trend will continue. 

Enactment of the proposed change would serve to streamline 
section 4 without disturbing its principal purpose—i. e., control of 
deviations from the led aicabeettenh principle over direct routes. 
By materially reducing the size of many tariffs and by simplifying 
them generally, the benefits of these changes would redound to shippers 
and other tariff users in substantial degree. The Commission likewise, 
would benefit by being relieved of the administrative duties that 
attend the filing of the necessarily complex and cumbersome tariffs 
incident to obtaining relief under section 4 of the act. 

S. 937 would specifically prohibit the consideration of rates so estab- 
lished over circuitous routes as evidence in cases where the compensa- 
tory character of other rates is in question. 

It has been claimed that enactment of the measure would encourage 
wasteful transportation by use of excessively circuitous routes when 
the transportation to be performed could be more economically per- 
formed by use of direct routes. The cost of such wasteful operations, 
it is claimed, would be included in the overall expense of operations 
of the carriers and must be paid for by users of transportation service. 
To avoid this so-called waste, an amendment is urged to limit cir- 
cuity beyond which approval of the Commission would be required for 
the establishment of a circuitous route. 

Your committee realized that in a competitive economy rendering 
of certain amounts of additional service are often necessary to obtain 
business from a competitor more favorably located, but this is not 
necessarily waste. Your committee did not approve this proposal. 
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Ill, AGENCY COMMENTS 


The Interstate Commerce Commission requested that the bill be 
introduced and the Chairman of the Commission testified in favor of 
its enactment. The Department of Justice favored enactment of the 
bill. General Services Administration offered no objection to the basic 

urposes of the legislation but favored amending the proviso in the 
Fill so that rates established over circuitous routes would be evidence 
on the issue of the compensatory character of rates involved in other 
proceedings. Your committee did not approve this proposal. The 
General Accounting Office offered no objection to favorable considera- 
tion of the measure. 


IV. CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in brackets; new matter is printed in italics; and existing law 


in which no change is proposed is shown in roman): ‘ 


InTERSTATE COMMERCE AcT 


LONG-AND SHORT-HAUL CHARGES; COMPETITION WITH WATER ROUTES 
Sec. 4. (1) It shall be unlawful for any common carrier subject to 
this part or part III to charge or receive any greater compensation 
in the aggregate for the transportation of passengers, or of like kind 
of property, for a shorter than for a longer distance over the same 
line or route in the same direction, the shorter being included within 
the longer distance, or to charge any greater compensation as a 
through rate than the aggregate of the intermediate rates subject to 
the provisions of this part or part III, but this shall not be construed 
as authorizing any common carrier within the terms of this part or 
art III to charge or receive as great compensation for a shorter as 
or a longer distance: Provided, That upon application to the Com- 
mission and after investigaiion, such [common] carrier, [may] in 
special cases, [after investigation, ] may be authorized by the Com- 
mission to charge less for longer than for shorter distances for the 
transportation of passengers or property [;], and the Commission 
may from time to time prescribe the extent to which such designated 
common carrier] carriers may be relieved from the operation of 
Py the foregoing provisions of this section, but in exercising the 
authority conferred upon it in this proviso, the Commission shall not 
permit the establishment of any charge to or from the more distant 
point that is not reasonably compensatory for the service performed; 
and no such authorization shall be granted on account of merely 
potential water competition not actually in existence: Provided 
further, That any such carrier or carriers operating over a circuitous 
line or route may, subject only to the standards of lawfulness set forth 
in other provisions of this part or part III and without further authori- 
zation, meet the charges of such carrier or carriers of the same type 
operating over a more direct line or route, to or from the competitwe 
oints, provided that rates so established over circuitous routes shall not 
$e evidence on the issue of the compensatory character of rates involved 
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in other proceedings: And provided further, That tariffs proposing rates 
subject to the provisions of this paragraph requiring Commission 
sutheriiudion may be filed when application is made to the Com- 
mission under the provisions hereof, and in the event such applica- 
tion is approved, the Commission shall permit such tariffs to become 
effective upon one day’s notice. 

. e * * * * . 
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ESTABLISHING PERIODS OF LIMITATION FOR ACTIONS AT LAW — 
UNDER THE INTERSTATE COMMERCE ACT AND FOR DEDUC- 
TION OF OVERCHARGES BY THE UNITED STATES GOVERNMENT 


May 17, 1957.—Ordered to be printed 





Mr. Smatuers, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 377] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 377), to establish the finality of contracts 
between the Government and common carriers of passengers and 
freight subject to the Interstate Commerce Act having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 


I. INTRODUCTION 


The purpose of this bill is to amend section 22 of the Interstate 
Commerce Act under which the United States is allowed free or 
reduced rates for carriage, storage, or handling of property, and the 
transportation of persons or property at free or reduced rates. The 
bill proposes to provide that offers, or tenders, to the Government 
under section 22 by carriers subject to the Interstate Commerce Act 
shall be conclusively presumed to be lawful and not subject to attack 
2 years after date of acceptance by a properly authorized official of 
the United States. The bill further provides that such arrangements 
may be canceled or terminated upon not less than 90 days’ written 
notice. 

Public hearings were held by the Surface Transportation Subcom- 
mittee and all desiring to testify were heard. 


II, PROVISIONS OF THE BILL 


S. 377 proposes to redesignate the present section 22 of the Inter- 
state Commerce Act as subsection 22 (a) and add new subsections 


(b) and (c). 
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Section 22 (b) provides that rates, fares, or charges offered or estab- 
lished on behalf of any common carrier subject to the Interstate 
Commerce Act under the provisions hereof by quotation or contract, 
when accepted or agreed to by the Secretary of Defense, The Secretary 
of Agriculture, or the Administrator of General Services Administra- 
tion, or any official or employee of the United States to whom such 
authority is delegated, shall be conclusively presumed to be lawful, 
and not subject to attack or reparation, 2 years after the date of 
acceptance or agreement upon any grounds except actual fraud or 
deceit, or clerical error. It is further provided that such rates, fares, 
and charges may be terminated upon 90 days’ written notice by the 
United States or by any of the other parties thereto. 

Section 22 (c) would prevent consideration of the reduced rates, 
fares, and charges as evidence of lawfulness of other rates and provides 
that its enactment shall have no effect on transactions other than those 
carried out under its provisions. 


III) PRESENT STATE OF THE LAW 


It should be noted that S. 377 provides that the 2-year period of 
limitations on contracts under section 22 of the Interstate Commerce 
Act begins to run, not upon delivery, or tender of delivery by the 
carrier, as in the case of commercial shipments, nor upon payment for 
transportation performed, but when the contract is “accepted or 
agreed to” by properly authorized Government officials. Thus, such 
a contract under the terms of the bill might be ‘‘accepted or agreed 
to,’ depending upon the exact meaning of those words, and 2 years 
or more might pass before traffic actually moves under the terms of 
such an agreement. Therefore, even before the Government makes 
use of the rates, fares, and charges provided by such a contract, the 
Government could already be bound to accept the terms as ‘‘conclu- 
sively presumed to be just, reasonable, and otherwise lawful” and not 
“subject to attack, or reparation” except upon grounds of fraud or 
clerical mistake. Under the act, commercial shippers may transport 
goods under published tariff rates for an indefinite period before appeal- 
ing these rates to the ICC. The only limitation on the shipper’s 
rights is that his recovery is limited to damages for 2 years preceding 
the appeal. 

A number of bills of similar import have been before the Senate in 
recent years, including S. 4067, 81st Congress; S, 2355, 82d Congress; 
S. 906, 83d Congress, and S. 543, 84th Congress. The finality feature 
putting the Government at a disadvantage compared to the com- 
mercial shipper apparently accounted in part, at least, for the Presi- 
dent’s disapproval of S. 906, 83d Congress. 

Another factor in its disapproval was the application of a 6-year 
statute of limitations for carriers to bring action against the Govern- 
ment while, by the weight of authority, the 2-year period of section 
16 (3) (b) of the Interstate Commerce Act applies when the Govern- 
ment wishes to bring an action under the act. In the final paragraph 
of the President’s memorandum of disapproval of S. 906, dated 
September 2, 1954, it was stated: 

I see no reason why the Government should not be subject 


to the same limitations on retroactive review of its freight 
charges as the commercial shipper. That result could be 
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accomplished equitably by an amendment to section 16 (3) 
of the Solomteke Commerce Act specifying that the Govern- 
ment shall be subject to the 2-year limitation presently 
applicable to commercial shippers. The Government would 
then be on exactly the same basis under that section as all 
other shippers, and existing inequities in the present rate- 
making relationships between the Government and the 
common carriers would be removed. I recommend that 
such legislation be enacted at the next session of the Con- 
gress. 


In the interest of fairness to all concerned, the committee believes 
that a 2-year statute of limitations, now applicable to commercial 
shippers, should be applied to shipments and transportation of persons: 
by the Government. Likewise, it believes that carriers subject to the 
act should be clearly bound by the same 2-year period of limitations 
rather than the 6-year period now available to the carriers for suits 
against the Government. 

A brief review of the holdings on this subject is deemed to be helpful 
at this point. Various actions are governed by periods of limitation 
in section 16 (3) of the Interstate Commerce Act. Under paragraph 
(a) of that section actions by carriers to recover their charges are 
required to be brought within 2 years. Under paragraph (b) com- 
plaints against carriers for retroactive review of rates are required 
to be filed within a period of 2 years. The date of delivery or tender 
of delivery of the shipment fixes the date from which the period runs. 

The Court of Claims, however, has held that the 2-year period 
provided in paragraph (a) does not apply when the railroads are seek- 
ing to recover from the Government. The 6-year limitation of the 
Court of Claims is said to apply (28 U. S. C. 2501) (Southern Pacific 
Co. v. U. S., 62 C. C. 391 (1926)). In this case it was held that the 
Interstate Commerce Act was enacted to apply in the main to com- 
mercial shippers and in view of the special arrangements allowed the 
Government under the act and the absence of a clear exception in the 
law taking carriers’ claims against the Government out of the category 
of those subject to the 6-year period established for the Court of 
Claims, that this period is applicable to such claims. 

The Court of Claims, citing the Southern Pacific case, several years 
later followed the same rule in another case brought by a carrier 
against the Government (Seaboard Air Line Oo. v. U. S., 113 C. C. 
437 (1949)). Therein the same precedent was followed with the 
Court of Claims stating that its original holding had not been ques- 
tioned either by courts or changed by the terms of transportation 
legislation passed in the intervening years. This precedent was 
reiterated in Union Pacific Railroad Co. v. U. S. (114 C. C. 714 (1949)). 

On the other hand, the right of the Government to file complaints 
against the carriers under paragraph (b) after the 2-year period is 
subject to question. The Government has contended that this 
limitation does not apply to the Government as a complainant relying 
on rulings in such cases as U. S. v. United Mine Workers (330 U. S. 
258 (1947)), holding that statutes which in general terms divest 
preexisting rights do not apply to the sovereign unless specifically 
named; and U.S. v. Dupont de Nemours and Co. v. Davis (264 U. S. 
456 (1924)), in which it was held that any rule that limits the right 
of the sovereign must be strictly construed in favor of the sovereign. 
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Despite these contentions, the Interstate Commerce Commission 
has held that the limitation in paragraph (b) of section 16 (3) of the 
act does bar such complaints. While the precise question was 
recently pending before the United States District Court for the 
District of Columbia, a ruling was avoided on the grounds that the 
question was moot (U. S. v. Interstate Commerce Commission, 142 
Fed. Supp. 741 (1955)). 

Further, the Supreme Court in a recent decision “assumed without 
deciding” that the Government is barred by section 16 (3) of the 
Interstate Commerce Act from filing a complaint before the Com- 
mission beyond the 2-year period (U. S. v. Western Pacific Railroad 
Co., 352 U. 8. 59, 71 (1956)). In this case a qualification to this rule 
was meio: Where the Government desires an administrative finding 
in cases “referred” to the Commission by the courts, the finding will 
be permitted without regard to section 16 (3). 


IV. CHANGES IN LAW DEEMED NECESSARY 


In view of the state of the law and the inequities that exist because 
of the present unequal periods of limitation that are found to exist 
for actions under the Interstate Commerce Act, the committee 
believes that enactment of the provisions of S. 377 would not ade- 
quately deal with the problem and proposes amendments to that bill. 

Therefore, the committee recommends that section 16 (3) of part I 
of the Interstate Commerce Act, applicable to railroads, and other 
similar provisions in parts II, III, and IV, applicable to motor carriers, 
water carriers and freight forwarders, respectively, should be amended 
in order that a 2-year statute of limitations will apply, as it does now 
to commercial shippers and to carriers, in substantially the same 
fashion to the Government and to carriers. 

A slight change as compared with the current terms of the law is 
considered necessary, however. Under the present provisions of the 
Interstate Commerce Act, the cause of action is deemed to accrue 
upon delivery or tender of delivery by the carrier. The committee 
is of the belief that for the transportation of property or passengers 
for or on behalf of the Government, the cause of action should accrue 
on the date of payment of the charges for the transportation involved, 
or on the date of a subsequent deduction by the Government for 

ayments deemed in excess of those properly applicable under tariffs 
law fully on file with the Interstate Commerce Commission, or in 
excess of those established under section 22 of the Interstate Commerce 
Act. 

The committee is of the opinion that the Government’s authority 
to withhold from funds subsequently due the carriers because of pay- 
ments deemed to be in excess of those legally applicable, should be 
adjusted to bring it more nearly into line with commercial practice. 

At present the ‘Gove ‘rnment is granted extremely liberal terms under 
the act both as to extension of credit and me recovery of excess pay- 
ments mentioned above. Under section 3 (2) of the act carriers are 
not prevented from “extending credit in connection with rates and 
charges on freight or express s shipments transported for the United 
States” although such credit to commercial shippers is strictly reg- 
ulated by the Interstate Commerce Commission. No change is neces- 
sary in this provision. 
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The law provides that payment for transportation of United States 
mail and passengers and property by or on behalf of the United States 
by common carrier subject both to the Interstate Commerce Act and 
the Civil Aeronautics Act of 1938 shall be made upon presentation of 
bills for the service and prior to audit by the General Accounting 
Office, but the right is reserved to the United States to deduct the 
amount of any overpayment to a carrier from any amount subse- 
quently found to be due the carrier. 

The right of the Government to deduct for overpayment is not 
limited as to time; the committee believes that a reasonable time limi- 
tation should be established for such deductions. It seems unfair that 
the carriers subject to this provision should be subject to deductions for 
as Many years as meets the convenience of the Government. There- 
fore, the period should be made certain. 

A reasonable limitation on recovery by the Government of excess 
payments by withholding from amounts subsequently due carriers 
should, in the opinion of the committee, be included among the 
amendments to S. 377. 

The committee believes that deductions for excess payments should 
be made within a period of 3 years beginning with the date of payment 
to a carrier and should be based on “overcharges,” to obtain consistency 
with the definitions of the Interstate Commerce Act, and payments in 
excess of rates, fares, and charges established in accordance with sec- 
tion 22 of the act. 

The provisions of these amendments shall apply only to causes of 
action that accrue under the Interstate Commerce Act after the 
effective date of this legislation. The provisions amending section 322 
of the Transportation Act of 1940 shall apply only to transportation 
performed and payments made therefor subsequent to the effective 
date of this act. 

V. AGENCY COMMENTS 


Enactment of the bill is opposed by the Department of Agriculture, 
Department of Defense, and General Services Administration. The 
latter two agencies submitted a draft bill providing for a 2-year statute 
of limitations on Government transportation consistent with the 
President’s veto message on S. 906, 83d Congress. The Interstate 
Commerce Commission favors the principle of S. 377 but favors legis- 
lation that would preclude any review whatsoever by the Commission 
of rates offered under section 22 upon acceptance by the Government. 
The General Accounting Office objects to enactment of the measure 
because of the finality of the quotations upon acceptance by the 
Government and because of insufficient time allowed to protect the 
public interest contained in the provisions of the bill. 


VI. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing laws made by the bill are 
shown as follows (existing laws proposed to be omitted are enclosed 
in brackets; new matter is printed in italics; existing laws in which no 
change is proposed is shown in roman): 
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InrerstaTE Commerce Act, aS AMENDED 


* * * * ~ * * 


Sec. 16 (3) (e). The cause of action in respect of a shipment of 
property shall, for the purposes of this section, be deemed to accrue 
upon delivery or tender of delivery thereof by the carrier and not 
after. With respect to the transportation of property or passengers for 
or on behalf of the United States, the cause of action shall be deemed to 
accrue upon the date of payment of the charges for the transportation 
anvolved or upon the date of a subsequent collection for overcharges made 
by the United States, whichever is later. 


* * * * * * * 


Sec. 16 (3) (i). The provisions of this paragraph (8) shall extend to 
and embrace all transportation of property or passengers for or on behalf 
of the United States in connection with any action brought before the 
Commission or any court by or against carriers subject to this part. 

* * * 7 * * * 


Sec. 204a (4). The cause of action in respect of a shipment of 
property shall, for the purposes of this section, be deemed to accrue 
upon delivery or tender of delivery thereof by the carrier, and not 
after. With respect to the transportation of property or passengers for 
or on behalf of the United States, the cause of action shall be deemed to 
accrue upon the date of payment of the charges for the transportation 
anvolved or upon the date of a subsequent collection for overcharges made 
by the United States, whichever is later. 


* * * * * * * 


Sec. 204a (7). The provisions of this section 204a shall extend to and 
embrace all transportation of property or passengers for or on behalf of 
the United States in connection with any action brought before any court 
by or against carriers subject to this part. 

* * oa * * * * 


Sec. 308 (f) (2). The cause of action in respect of a shipment of 
property shall, for the purpose of this section, be deemed to accrue 
upon delivery or tender of delivery thereof by the carrier and not after. 
With respect to the transportation of property or passengers for or on 
behalf of the United States, the cause of action shall be deemed to accrue 
upon the date of payment of the charges for the transportation involved 
or upon the date of a subsequent collection for overcharges made by the 
United States, whichever rs later. 


* * * * * * * 


Src. 308 (f) (6). The provisions of this paragraph (f) shall extend 
to and embrace all transportation of property or passengers for or on behalf 
of the United States in connection with any action brought before the 
Commission or any court by or against carriers subject to this part. 

* * * * * * * 


Sec. 406a (4). The cause of action in respect of a shipment of 
property shall, for the purposes of this section, be deemed to accrue 
upon delivery or tender of delivery thereof by the freight forwarder, 
and not after. With respect to the transportation of property or passen- 
gers for or on behalf of the United States, the cause of action shall be 
deemed to accrue upon the date of payment of the charges for the transpor- 
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tation involved or upon the date of a subsequent collection for overcharges 
made by the United States, whichever is later. 


* * * * * * * 


Sec. 406a (7). The provisions of this section 406a shall extend to and 
embrace all transportation of property or passengers for or on behalf of 
the United States in connection with any action brought before any court 
by or against carriers subject to this part. 

- * * * ~ . * 


TRANSPORTATION Act or 1940 (49 U. S. C. 66) 


Src. 322. Payment for transportation of the United States mail and 
of persons or property for or on behalf of the United States by a 
common carrier subject to the Interstate Commerce Act, as canal. 
or the Civil Aeronautics Act of 1938, shall be made upon presentation 
of bills therefor, prior to audit or settlement by the Genel. Accounting 
Office, but the right i is hereby reserved to the United States Govern- 
ment to deduct the amount of any [overpayment] overcharge, as de- 


fined in the Interstate Commerce Act, and payment in excess of rates, 


fares, and charges established pursuant to section 22 of the Interstate 
Commerce Act, to any such carrier from any amount subsequently 
found to be due such carrier[.]: Provided, however, That such deduc- 
tions shall be made within three years from the time of payment of bills 
wherein overcharges are noted, 
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Mr. Smaruers, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 943] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 943), to amend section 218 (a) of the Inter- 
state Commerce Act, as amended, to require contract carriers by 
motor vehicle to file with the Interstate Commerce Commission their 
actual rates or charges for transportation services, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 


I. INTRODUCTION 


The purpose of this bill is to amend section 218 (a) of the Interstate 
Commerce Act to require contract carriers by motor vehicle subject to 
the Interstate Commerce Act, to file with the Interstate Commerce 
Commission their actual rates or charges rather than their actual 
minimum rates and charges as is presently required by the act. 

The proposal incorporating the terms of S. 943, which was intro- 
duced at the request of the Interstate Commerce Commsision, is con- 
tained in Interstate Commerce Commission Legislative Recommenda- 
tion No. 15, page 168, 70th Annual Report to the Congress. Public 
hearings were held by the Surface Transportation Subcommittee and 
all desiring to testify were heard. 


II. DISCUSSION OF THE BILL 


Under the provisions of S. 943 motor vehicle contract carriers 
subject to the Interstate Commerce Act would be required to file with 
the Commission ell the actual rates which they maintain and charge 
for transportation services. 


86006 
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Section 218 (a) of the Interstate Commerce Act now requires that 
such carriers file with the Commission schedules showing only their 
minimum rates and charges. Nothing in the statute prohibits them 
from discriminating among shippers as to rates. 

Under these circumstances, if a carrier has contracts to perform 
identical services for more than one shipper, even though the various 
shippers are charged different rates, the schedule filed with the Com- 
mission shows only the lowest charge made for such service. 

This places the common carriers, on whom the vast majority of 
shippers rely, especially the small shippers, at a distinct competitive 
disadvantage because they are unable to determine whether. the 
minimum raie filed is the rate charged to all shippers for the same 
service. 

Under existing law, contract carriers also have the added advantage 
of — flexibility respecting their rates and charges, since any rates 
and charges above the minimum may be changed at any time without 
prior notice or publication. Common carrier rates and changes 
therein, on the other hand, may become effective only upon 30 days’ 
notice, unless special permission for shorter notice is granted. 

The underlying purpose of the Motor Carrier Act (pt. II of the 
Interstate Commerce Act) is the promotion and protection of adequate 
and efficient common-carrier service by motor vehicle in the public 
interest. The regulation of contract carriers was designed with that 
end, among others, in view. 

This purpose tends to be defeated, however, if all but the minimum 
rates of contract carriers may be concealed and changed without 
notice, while the rates of common carriers are available to the public. 
Under these circumstances it is more difficult for common carriers to 
compete since they have no way of knowing the actual rates charged 
by their contract carrier competitors. 

This measure would establish equality in rate publication by requir- 
ing the contract carriers to file and make public their actual rates and 
charges, which could then be changed only upon 30 days’ notice. 
The common carriers, the Commission, and the public would, your 
committee believes, be afforded a more effective means by which to 
gage the competitive impact of contract carrier rates. 

The proposed changes would not affect the Commission’s power 
under section 218 (b) to prescribe reasonable minimum rates for con- 
tract carriers. Neither would these changes conflict with the provi- 
sions of sections 220 (a) and 222 (e) prohibiting the disclosure of busi- 
ness transactions of shippers, since it would not be necessary to show 
a connection between actual rates filed and the shippers to whom they 
apply. Your committee is of the belief that adopting these amend- 
ments proposed on behalf of the contract carriers will improve the 
legislation. 

III. AMENDMENTS 


Certain amendments to S. 943 were proposed in testimony on behalf 
of the contract carriers. It was suggested that the following sentence 
be added after the third sentence in section 218 (a) of the act: 


Nothing herein provided shall be so construed as to require 
such carriers to maintain the same rates, rules and regula- 
tions for the same services for all shippers served. 
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The committee approves adoption of this proposed amendment to 
insure that contract carriers may continue to charge rates in accord- 
ance with the specialized service rendered. 

There was objection to the amendment proposed in paragraph (3) 
of S. 943 to require motor contract carriers to give 30 days’ notice of 
any proposed “change’’ in their rates or charges, and a number of 
arguments against making such requirement applicable to proposed 
increases in contract carrier rates and charges were given. An 
amendment was suggested to allow a change in rates by a contract 
carrier if such change was an increase, to be charged as of the date 
the increase was filed with the ICC. Your committee did not accept 
either this proposal or the original language of S. 943 in this respect. 

Instead of the language contained in paragraph (3) of S. 943 or the 
amendment suggested on behalf of the contract carriers, the com- 
mittee adopted the alternative wording offered by the Interstate 
Commerce Commission for amending the language of the fourth 
i up to the semicolon (words italicized are added to present 
aw): 


No reduction shall be made in any such charge either directly 
or by means of any change in any rule, regulation, or practice 
affecting such charge or the value of the service thereunder, 
nor shall any new charge be established, except after thirty 
days’ notice of the proposed change or new charge filed in the 
aforesaid form and manner; 


Under this change, the provisions of the fourth sentence of section 
218 (a) would remain the same, except that new charges would be 
subjected to the 30-day notice requirement. The ICC stated that 
this is deemed necessary to prevent carriers from resorting to the 
subterfuge of canceling an existing rate or charge, and then a day or 
two later filing a new rate or charge lower than that which had been 
canceled. Such an action would establish a reduced rate or charge 
without meeting the 30-day notice requirement. 

The witness for the contract carrier group suggested the insertion of 
the words “less than’ following the word “or’’ in lines 10 and 16, 
page 2, of the bill. This change should be made. Your committee 
does not wish to make any change in the present statute that would 
preclude carriers from charging a higher rate than a prescribed 
minimum. 

Further, on behalf of the contract motor carriers, it was proposed 
that a provision be added to the law which would relieve contract 
carriers serving only one shipper from filing their actual rates and 
charges. The following language was suggested for this purpose: 


Provided, That any contract carrier serving but one shipper 
may file reasonable minimum rates and charges unless the 
Commission in any individual case, after hearing, finds it 
in the public interest to require the filing of actual rates and 
charges. 


The reason advanced for this suggested amendment is that a number 
of contract carriers provide services that are not competitive with 
common carriers, and accordingly the disclosure of actual rates would 
serve no purpose. This may be true but, as the ICC points out, there 
are also a large number of contract carriers serving a single shipper 
whose services are competitive with common carriers. 
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Your committee does not favor adoption of this suggested amend- 
ment. It is cognizant of the Commission’s contention that contract 
carriers who now serve but one shipper are required, under existing 
law, to file schedules of minimum rates and charges actually main- 
tained and charged, and, in general, all the reasons for requiring the 
filing of actual rates by carriers serving two or more shippers are 
equally applicable to carriers serving only one shipper. If need for 
relief from such a requirement can be shown, the Commission may, 
under the present provisions of section 218 (a), modify the postin 
and filing requirements either in particular instances, or by genera 
order applicable to special or particular circumstances or conditions. 
As the ICC points out, carriers are now free to seek relief from the 
filing requirements. Should the proposal to allow carriers having a 
single customer to file minimum rates instead of actual rates be 
adopted, it might be construed by the carriers as an invitation to 
revert to the practice of filing fictitious minimum rates, a practice 
widely employed, according to the ICC, prior to the amendment to 
section 218 (a) in 1940 requiring the filing of minimum rates actually 
maintained and charged. 


IV. AGENCY COMMENTS 


In regard to the passage of this bill, the Department of Justice 
stated that it “involves a question of policy concerning which this 
Department prefers to make no recommendation.” General Services 
Administration perceived no objection to S. 943 and recommended its 
enactment. Noting that it had no special knowledge of the need for 
or the merits of the proposed amendment, the General Accounting 
Office stated, after making a few minor remarks, that it had no further 
comment to offer at this time. 


V. CHANGES IN EXISTING LAWS 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing laws made by the bill are 
shown as follows (existing laws proposed to be omitted are enclosed 
in brackets; new matter is printed in italic; existing laws in which no 
changes proposed are shown in roman): 


INTERSTATE COMMERCE AcT 
SCHEDULES OF CONTRACT CARRIERS BY MOTOR VEHICLE 


Src. 218. (a) It shall be the duty of every contract carrier by motor 
vehicle to establish and observe reasonable minimum rates and charges 
for any service rendered or to be rendered in the transportation of 
passengers or property or in connection therewith, and to establish 
and observe reasonable regulations and practices to be applied in con- 
nection with said reasonable minimum rates, fares, and charges. It 
shall be the duty of every contract carrier by motor vehicle to file 
with the Commission, publish, and keep open for public inspection, 
in the form and manner prescribed by the Commission, schedules con- 
taining [the minimum rates or charges of such carrier actually main- 
tained and charged] the actual rates or charges of such carrier for the 
transportation of passengers or property in interstate or foreign com- 
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merce, and any rule, regulation, or practice affecting such rates or 
charges and the value of the service thereunder. No such contract 
carrier, unless otherwise provided by this part, shall engage in the 
transportation of passengers or property in interstate or foreign com- 
merce unless the [minimum charges] actual rates or charges for such 
transportation by said carrier have been published, filed, and posted 
in accordance with the provisions of this part. Nothing herein provided 
shall be so construed as to require such carriers to maintain the same rates, 
rules and regulations for the same services for all shippers served. No 
reduction shall be made in any such charge either directly or by means 
of any change in any rule, regulation, or practice affecting such charge 
or the value of the service thereunder, nor shall any new charge be 
established, except after thirty days’ notice of the proposed change or 
new charge filed in the aforesaid form and manner; but the Commis- 
sion may, in its discretion and for good cause shown, allow such change 
upon less notice, or modify the requirements of this paragraph with 
respect to posting and filing of such schedules, either in particular 
instances, or by general order applicable to special or peculiar cir- 
cumstances or conditions. Such notice shall plainly state the change 
proposed to be made and the time when such change will take effect. 
No such carrier shall demand, charge, or collect [a less] compensa- 
tion for such transportation [than] different from the charges filed in 
accordance with this paragraph, as affected by any rule, regulation, 
or practice so filed, or less than the minimum rate or charge as may be 
rescribed by the Commission from time to time, and it shall be un- 
awful for any such carrier, by the furnishing of special services, facili- 
ties, or privileges, or by any other device whatsoever, to charge, accept, 
or receive compensation different from the actual rates and charges so filed, 
or less than the minimum charges so [filed or] prescribed: Provided, 
That any such carrier or carriers, or any class or group thereof, may 
apply to the Commission for relief from the provisions of this para- 
graph, and the Commission may, after hearing, grant such relief to 
such extent and for such time, and in such manner as in its judgment 
is consistent with the public interest and the national transportation 
policy declared in the this Act. 


« * *~ * * * * 


O 
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HOUSING ACT OF 1957 


May 20, 1957.—Ordered to be printed 


Mr. Sparkman, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. R. 6659] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 6659) to extend and amend laws relating to the pro- 
vision and improvement of housing, to improve the availability of 
mortgage credit, and for other purposes, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 


INTRODUCTION 


The Committee on Banking and Currency has held hearings on and 
considered in executive session the following bills: S. 88, S. 467, S. 726, 
S. 912, S. 929, S. 1090, S. 1230, S. 1479, S. 1515, S. 1531, S. 1553, S. 1569, 
S. 1609, S. 1618, S. 1633, S. 1679, S. 1694, S. 1711, S. 1737, and S. 1898. 
From these bills and from amendments and suggestions received 
by the committee from various sources, and after consideration of 
H. R. 6659, substitute language was drafted by the committee and 
an amended bill is reported for consideration of the Senate. 

As has been its custom in the past, the committee has considered 
all recommendations made to it with respect to the matters under its 
jurisdiction and, following consideration, has consolidated into the 
amended bill those suggestions which were approved. Among the 
major recommendations contained in the bill are (1) authorizations 
to relieve a shortage of mortgage loan funds, (2) increased funds 
for slum clearance and urban renewal projects, and college housing 
loans, and (3) a new program to stimulate the construction of decent 
housing for families of moderate income. 
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These and all other features of the bill are discussed more fully 
hereafter. 
Trrtz I—FHA Insurance Programs 


TWO-YEAR PERIOD FOR INVALIDATING TITLE I CLAIMS 


Section 101 of ny bill amends the title I home improvement 
statute to establish a 2-year statutory limitation (from date lender’s 
claim is certified for payment by the FHA) on the time during which 
FHA may demand the return of insurance payments on grounds of 
technical ineligibility. This section of the bill would be effective with 
respect to payments made on and after January 1, 1958. Under this 
section the |':{A Commissioner may not require a title I lender to re- 
purchase a title I loan (because of lack of eligibility for insurance) 
if a period of 2 years has elapsed since the date the lender’s claim for 
loss was paid by the Commissioner. At the present time there is no 
statute of limitations and in many cases a long period of years may 
elapse before facts are discovered which indicate that the claim would 
not have been paid if all the facts had been known to the FHA at 
the time the lender’s claim was allowed. The possibility of repur- 
chase requires that lenders, in effect, create a contingent reserve, until 
the lending institution is assured that its payment of claim is final. 
The committee believes that the FHA should have 2 years after the 
claim has been paid to investigate the case for matters of eligibility. 
After that period has passed, the lender should be entitled to consider 
the payment of its claim final and incontestable unless it can be estab- 
lished that the lender had been guilty of fraud or misrepresentation. 


OBSOLETE FARM-HOUSING PROVISION 

Section 102 of the bill repeals an obsolete provision pertaining to 
insurance of mortgages on farm properties. Because this section has 
been virtually unused, Congress (in the Housing Act of 1954) amended 
it to provide that no mortgage could be insured under this section 
after the effective date of the 1954 act, except pursuant to commit- 
ments issued on or before such date. The committee is advised that 
there are no outstanding commitments under this section and the com- 
mittee, therefore, feels that the section is now obsolete. 


MAXIMUM MORTGAGE AMOUNT UNDER SECTION 203 (1) 


Section 203 (i) of the National Housing Act permits the insurance 
of mortgage loans secured by properties in small towns and semirural 
areas without requiring costly site improvements and with minimum 
construction standards. This program was specifically designed to 
bring the FHA insurance system into use in areas and by families 
which were not served by the mass home building industry. The maxi- 
mum mortgage amount under this program was established at $6,650 
in 1954, which amount would permit the purchase of a $7,000 house for 
a $350 downpay ment. 

The committee took note of the fact that construction costs have 
been steadily rising and that the maximum mortgage amount was 

reventing the use of section 203 (i) in many areas of the country. 
Tn order to remedy this situation and to stimulate the construction 
of low-cost housing, section 103 of the bill raises the maximum 
mortgage amount from $6,650 to $8,000. 
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MAINTENANCE OF FORECLOSED PROPERTIES AND TERMINATION OF MORT- 
GAGE-INSURANCE PREMIUMS 


Section 104 of the bill permits the FHA to authorize mortgagees 
to make small expenditures for protection of properties securing in- 
sured loans, commencing with the beginning of foreclosure proceed- 
ings and continuing until FHA takes title to the property. This 

eriod of time represents a minimum of several months and may, in 

tates having statutory redemption rights, extend as long as 18 months. 
The committee feels that it would be to the Government’s advantage 
to authorize mortgagees to make relatively small expenditures during 
this period to protect property from vandalism and damage by the 
elements, and to make necessary repairs for acceptable maintenance 
of the property. 

This section also would permit termination of the mortgagee’s ob- 
ligation to pay mortgage-insurance premiums when application for 
debentures has been filed. Mortgagees are now required to pay such 
premiums up to the date of acceptance of title. FHA then includes in 
the debentures amounts to compensate the mortgagees for such expen- 
ditures. This results in duplication, in that the FHA billing and col- 
lecting of insurance premiums after the filing of a claim for deben- 
tures is followed by repayment of the premiums to mortgagees. 


CORRECTING OBSOLETE PROVISIONS ON FHA DEBENTURE INTEREST RATE 


Section 105 of the bill deletes obsolete language fixing maximum 
interest rates on FHA debentures. Section 224 of the National Hous- 
ing Act, added in 1954, provides that the debenture interest rate with 
respect to any section of the act shall be fixed by the Commissioner, 
with approval of the Secretary of the Treasury, in an amount not in 
excess of an annual rate of interest determined by the Secretary by 
estimating the average yield to maturity on the basis of daily market 
quotations er prices during the calendar month next preceding the 
establishment of such rate of interest, on all outstanding marketable 
obligations of the United States having a maturity date of 15 years 
or more from the first day of such next preceding month and by 
adjusting such average yield to the nearest one-eighth of 1 percent. 

In conformity with the provisions of section 224, a debenture interest 
rate was established in December 1956 at 314 percent. In sections 204, 
207, and 803 of the National Housing Act there remain references in 
the former maximum rate of 3 percent per annum. The committee is 
advised that section 224 is the controlling statutory provision. While 
there is no legal difficulty, there has been a practical problem resulting 
from an apparent conflict between section 224 and the wording of the 
other three sections. In removing this point of confusion, the commit- 
tee included in the bill an express reference to the section 224 inter- 
est-rate formula in the other three sections concerned. 


MORTGAGE AMOUNT INCREASES UNDER SECTION 207—-RENTAL HOUSING 


Section 207 of the National Housing Act, FHA’s basic rental 
housing insurance program, authorizes the FHA Commissioner to 
insure a mortgage not to exceed $2,250 per room or $8,100 per unit. 
The dollar limit per room may be raised by $1,000 per room in high- 
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cost areas (and an additional amount in the case of elevator-type struc- 
tures). However, the $1,000 per room may not be added in high-cost 
areas if the unit contains less than 4 rooms. The committee has acted 
to remove this prohibition against application of the high-cost allow- 
ance so that, under section 106 of the committee amendment, the 
$1,000 per room may be added to each room in a rental unit in a high- 
cost area, regardless of the number of rooms in the unit. 

In view of the ever-increasing cost of construction, very little rental 
housing has been provided in recent years. One of the major reasons 
for this has been the inability of mortgagors to obtain adequate mort- 
gage authority. This has meant that either the mortgagor must invest 
substantial sums in rental property which may take him some time to 
recover; or, as has been more typical, the project is not built. In 
1956, the committee liberalized section 207 in an attempt to revive the 
rental-housing program, and, although some interest has been shown, 
very few units have been produced. This committee amendment may 
provide further incentive to the production of rental housing, par- 
ticularly in high-cost areas. This provision is similar to a provision 
of Public Law 85-10, which originated in the Senate Banking and 
Currency Committee and which covers the application of the high- 
cost allowance for section 220 (urban renewal) mortagages. 

Section 107 of the bill adds a special provision regarding rental 
housing for elderly persons to permit occupancy by single persons as 
well as families; and increases the maximum mortgage amount from 
$8,100 to $8,400 per unit where the mortgage is to finance an elevator- 
type, rental-housing project which is to be used and occupied entirely 
by elderly persons. 

In 1956, section 207 of the National Housing Act was amended to 
provide more liberal mortgage terms for housing designed for elderly 
persons. Those amendments omitted the provision contained in other 
sections of the act which permit higher mortgage amounts for elevator 
structures. The committee feels that the increase in the mortage limi- 
tation is necessary to place the program for housing for elderly ona 
par with other rental housing under section 207. In addition, the 
committee feels that, by increasing the mortgage limitation, it will 
avoid restricting projects for elderly persons to rural or suburban lo- 
cations. 

REPEALING OBSOLETE REFERENCE 


Section 108 of the bill repeals section 207 (q) of the National Hous- 
ing Act, which has become obsolete by the enactment of sections 213 
and 306 (e). The reference in section 207 (q) to “paragraph numbered 
(2) of subsection (c) of this section” is an obsolete reference to a re- 
pealed provision. 


ELIGIBILITY OF EXISTING CONSTRUCTION UNDER SECTION 213—-COOPERATIVE 
HOUSING 


Section 213 of the National Housing Act authorizes FHA insurance 
of mortgage loans secured by cooperative housing projects. At the 
present time, the statute permits insurance of mortgages secured b 
new construction only. The committee was impressed with testi- 
mony that many cooperative groups could acquire suitable existing 
housing if purchase money could be obtained with the aid of FHA- 
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insured financing. Consequently, section 109 of the bill amends sec- 
tion 213 of the National Housing Act to permit existing structures to 
be eligible security. The mortgage amount on existing projects will 
be based upon an FHA estimate of value rather than the FHA esti- 
mate of replacement cost, as is the case with new construction under 
section 213. It is recognized that, while in the case of existing prop- 
erties the mortgage should be predicated on value and not solely on 
replacement cost, the value determination should take account of the 
fact that the property is purchased as a cooperative for continued use 
and occupancy, rather than as an income-producing investment. 
Therefore, the usual technique used in the valuation of rental. prop- 
erties should be modified accordingly. 

FHA is expected to take steps to assure that the consumer interest is 
rotected and that FHA insurance on existing structures is used only 
y groups whose member-stockholders are occupants or prospective 

occupants of the projects, or to representatives cate organiza- 
tions created to facilitate transfer of such projects to bona fide con- 
sumers. 


TERMINATION OF MORTGAGE-INSURANCE PREMIUMS WHERE FHA DOES NOT 
ACQUIRE FORECLOSURE PROPERTY 


Section 110 of the bill makes the provisions of section 204 (j) of 
the National Housing Act (which are now applicable to individual 
home mortgages insured under section 203 of that act) applicable to 
individual home mortgages insured under sections 213, 220, 221, and 
222 of that act. Section 204 (j) permits termination of the mort- 
gagee’s liability for payment of mortgage-insurance premiums in 
those cases where the mortgagee forecloses on the mortgaged property 
but informs the Commissioner that it does not intend to convey the 
property to FHA in exchange for debentures. Upon such notification 
(which terminates FHA’s insurance liability), the FHA terminates 
the mortgagee’s obligation to pay subsequent mortgage-insurance 
premiums. Similar termination of the mortgagee’s obligation results 
under section 204 (j) when FHA’s insurance liability terminates be- 
cause the mortgage has been prepaid in full. The same considera- 
tions which led to the enactment of section 204 (j) apply equally to 
other home-mortgage sections of the act. The committee added this 
amendment because it believes the amendment will eliminate unneces- 
sary accounting and duplication. 


TRANSFERABILITY OF FHA INSURANCE FUNDS 


Section 111 of the bill includes the section 221 housing insurance 
fund and servicemen’s mortgage insurance fund (section 222) within 
the purview of section 219, thus authorizing the FHA Commissioner 
to transfer money to and from these funds, as is the case with respect 
to other funds. The omission of these two sections from the pro- 
visions of section 219 could create a situation which would make it 
necessary under unfavorable circumstances to call upon the Treasury 
Department to redeem debentures issued by the two funds even though 
ample resources for this need may be available in one or more of the 
other funds enumerated in section 219. 


23002°—58 S. Rept., §5-1, vol. 2-——41 
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AMENDMENTS TO FHA SECTION 221 


Under existing law the benefits of section 221 of the National Hous- 
ing Act are made available only to persons affected by urban-renewal 
activities. Under section 221, there is at present no downpayment 
except $200 which may include settlement costs; a 40-year maturity 
for single-family dwellings; and mortgage insurance up to 100 percent 
of value on multifamily rental projects if the mortgagor is a nonprofit 
organization. 

ection 112 of the bill would extend to the following grou 
the benefits of section 221 as described above: (1) persons affected by 
urban renewal activities (the group now covered by an law) ; 
(2) persons of moderate income (defined in the bill as an in ividual 
or family whose income is not sufficient to rent new privately financed 
housing with total monthly expenditures of 20 percent of the normal 
stable income of such individual or family); (3) persons whose in- 
ability to obtain ae living accommodations in privately financed 
housing is attributable to race, creed, or color; (4) elderly persons 
(defined in the bill as a single person 60 years of age or over, or a 
family the head of which, or his spouse, is 60 years of age or over) ; 
and (5) persons having 5 or more dependents. The provisions of 
section 221 as revised by this amendment are made applicable to single 
persons on the same basis as they are now applicable to families. 

In addition, the committee established a new maximum interest rate 
of 4 percent on mortgages insured under FHA section 221. The 
present interest rate ceiling is 6 percent (now 5 percent by regula- 
tion). The committee amendment also increases the maximum mort- 
gage limits for section 221 to $12,500 (at present $9,000), except that 
in high-cost areas the maximum mortgage amount may be $15,000 (at 

resent $10,000). The committee acted to increase these mortgage 
imits to $12,500 (or $15,000 in high-cost areas) with the knowledge 
that little if any housing, even under these liberal terms, could be pro- 
om in most of our major population centers under existing dollar 
imits. 

A further amendment would make the mortgage insurance pro- 
sions of section 221 applicable to 2-, 3-, and 4-family dwellings. (At 
the present time as stated above, only single-family dwellings or 
multifamily rental projects may now be insured under section 221.) 
This amendment would permit the insurance of a 2-, 3-, or 4-unit 
building if the owner is an occupant of the property. The FHA 
Commissioner is required to prescribe procedures necessary to secure 
a priority in the remaining units to displaced families. 

The committee wishes to stress its belief that in the administration 
of these new provisions in section 221, there should be no relaxation 
of FHA’s architectural or engineering standards. The protection of 
the safety and health of occupants of the existing 2-, 3-, and 4-family 
structures which may be insured under this amendment is of the utmost 
importance. The FHA Commissioner should apply the same level of 
FHA standards to existing 2-, 3-, and 4-family dwellings as are 
applied currently to single-family dwellings under this section. 

This portion of the bill is intended to extend the benefits of the 
National Housing Act to lower- and middle-income families and in- 
dividuals who have not enjoved an equal opportunity to obtain decent 
housing under Federal housing programs. 
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There has been relatively little disagreement about the fact that these 
groups are in need of better housing. Moreover, these needs are 
increasing. Families of moderate income—earning roughly between 
$3,500 and $6,000 a year—are finding in today’s market that the price 
of adequate housing is beyond their reach. Families of minority 
groups have man difficulties, regardless of income, in obtaining ade- 
quate housing. The housing conditions of millions of elderly persons, 
who are becoming a proportionately larger segment of our population, 
are shamefully substandard. Large families also, especially at the 
lower and middle income levels, deserve more assistance. 

In addition to increasing maximum mortgage limits, the amendment 
also reduces from 6 to 4 percent the interest rate ceiling applicable to 
mortgages insured under this section (now 5 percent by regulation). 
The committee noted the present condition of the mortgage market 
where the effective yield on mortgages is close to 6 percent and recog- 
nized that the only source of mortgage financing available at the pres- 
ent time for this type of program is a Government instrumentality 
such as FNMA. ecg aee , section 112 authorizes $250 million 
for purchase of section 221 mortgages through the FNMA special- 
assistance program. 

Although the interest rate ceiling of 4 percent will be regarded by 
some as undesirable because it is below the present rate in the private 
market, the program could operate despite today’s tight money market 
without loss to the Treasury. This is true of at least 3 other Fed- 
eral housing programs that provide interest rates of 4 percent or 
less: the military housing program, which operates within the Federal 
mortgage insurance system, has a ceiling of 4 percent; the farm hous- 
ing program under title V of the Housing Act of 1949 provides for 
direct loans at a maximum of 4 percent; and the college housing pro- 
gram, a direct-loan program with a rate of about 3 percent. None of 
the groups served by the above-mentioned programs has needs greater 
than the groups covered by this bill. 


FHA-INSURED LOANS ON HOUSING SOLD BY GOVERNMENTAL AGENCIES 


Section 113 amends section 223 (a) of the National Housing Act to 
make it possible for housing sold to servicemen with financing under 
section 223 to receive the benefits of mortgage insurance provisions 
contained in section 222, the servicemen’s mortgage insurance pro- 
gram. 


ADVISING HOME BUYER OF FHA ESTIMATE OF REPLACEMENT COST 


Section 114 of the bill amends section 226 of the National Housing 
Act to allow the FHA to furnish an estimate of replacement cost to the 
home buyer, in lieu of an estimate of value, in those cases where the 
mortgage amount is based upon replacement cost. In instances where 
the law bases the amount of the mortgage upon replacement cost, it has 
occurred that the FHA estimate of value is less than the amount of a 
mortgage based upon replacement cost. The committee is advised that 
this creates unnecessary misunderstanding. The committee believes 
that the objectives of the act would be met by furnishing a statement 
of the FHA’s estimate of replacement cost instead of appraised value 
where the law bases the mortgage upon replacement cost. 
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HOUSING FOR ESSENTIAL MILITARY AND PERMANENT CIVILIAN PERSONNEL 


Section 115 of the bill adds a new section 229 to the National Hous- 
ing Act. This new section authorizes the FHA Commissioner to insure 
(and to make commitments to insure) mortgages where the Secre- 
tary of Defense has certified to the Commissioner that the housing, 
with respect to which the mortgage is made, is necessary for national 
defense. Such certification shall be evidence of the need for housing 
and that the property is an acceptable risk for insurance. 

The Secretary of Defense, with the approval of the Commissioner, 
must determine that housing is not available for personnel of the armed 
services at reasonable rentals within reasonable commuting distance 
of their duty stations. In addition, the Secretary of Defense shall 
determine that the property to be insured under this new section will 
not curtail occupancy in existing housing insured by the FHA. 

Except as to conditions described above, existing provisions of law 
will determine eligibility for FHA mortgage insurance. Properties 
insured under this section shall be held for rental for a period of 4 
years after the date of initial occupancy or until such time as the 
Secretary of Defense indicates that they may be released from the 
rental requirement. Priorities for military and permanent personnel 
of the armed services are established. 

The committee was advised that, despite other housing programs de- 
signed to provide housing at or near military establishments for mili- 
tary and civilian personnel of the Armed Forces, there are still locali- 
ties where the need for housing has not been met. The adoption of 
this new section by the committee is an attempt to provide the tools 
which will produce housing in these areas for those persons who are 


serving the Federal Government in either a military or civilian 
capacity. 


Tirte I]—Feperat Nationat Morteace Association 
SECONDARY MARKET OPERATIONS 


Increase in FNM A’s purchase authority 


In an attempt to stabilize the market for federally underwritten 
mortgages and to prevent the continuing decline in housing starts and 
applications, the committee has increased, under the provisions of sec- 
tion 201, FNMA’s mortgage purchasing power by $500 million, thus 
the ceiling on FNMA’s borrowing authority will be increased from 
the present $1.6 billion to $2.1 billion. 


Increase in Treasury authority to lend to FNMA 


At the same time and in order to implement this additional borrow- 
ing authority, the committee authorized in section 202 an increase in 
the maximum amount of FNMA’s secondary market obligations that 
the Secretary of the Treasury may hold. At the present time, the 
Secretary of the Treasury may hold FNMA obligations up to a total of 
$1.35 billion. This authority is normally used as a source of ready 
funds available to FNMA at times when issues of its debentures for 
sale to the general public is not feasible. It also provides assurance 
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to private investors that FNMA has available a source of liquid funds 
which may be used to purchase maturing debentures. This authority 
is increased from $1.35 billion to $2.1 billion, 


Decline in housing starts and applications 
FNMA is authorized by the provisions of its governing statute— 


to conduct secondary market operations to provide supple- 
mentary assistance to the general secondary market for home 
mortgages by providing a degree of liquidity for mortgage in- 
vestments, thereby improving the distribution of invest- 
ment capital available for home-mortgage financing. 


During the past year, the most urgent problem brought to the at- 
tention of the Congress in the field of housing has been the ever-de- 
creasing supply of mortgage money available for the two Government- 
supported programs: the FHA insurance program and the VA guar- 
anty program. Both these programs operate under maximum interest 
rate policies controlled by the Federal Government. 

The orderly supply of home mortgage investment funds has been 
disrupted by several factors. Among these are advancement of the 
rediscount rate; higher yield from alternate sources of investment; 
demands on the money supply for industrial plant construction, ex- 
pansion, and modernization; and the initiation of such new programs 
as that presently used to finance shipbuilding. 

Paradoxically, while outlays for private residential construction 
have been falling (1956 outlays are 8 percent below 1955), total out- 
lays for all types of construction in 1956 reached a record level of $44 
billion, about $1 billion above the level of 1955. Private construction 
for business purposes has increased after a brief decline in the closing 
months of 1956, and now stands at a level of about $12 billion annually. 
Public expenditures for new construction have also increased to new 
highs in the early months of 1957. For the first quarter of 1957 this 
figure was at an annual rate of $14.5 billion, some 11 percent higher 
than in the comparable period of 1956. Construction of schools, roads, 
and sewer and water facilities has contributed to these increases. The 
securities sold to finance construction of such facilities and the work 
to be done on the new highway system should maintain an upward pres- 
sure on the levels of public expenditures for new construction during 
the coming year. 

As a result of the flow of investment funds to other areas, the pro- 
duction of housing units has declined. As shown in the following 
table, all private housing starts had declined to an annual rate of 
933,000 during the first quarter of 1957, as compared with an annual 
rate of 1,138,000 started during the first quarter of 1956. This is a 
decline of 18.1 percent. Of the actual 200,200 starts during the first 
quarter of 1957, 33,300 were under VA-guaranteed mortgages—down 
45.3 percent from the first quarter of 1956; and 28,200 were under 
FHA insurance—down 34.5 percent from the first quarter of 1956. 

The committee has been informed that a growing percentage of the 
country’s housing starts are produced by the mobile-home industry 
in the form of mobile homes. This production, which approaches 
a substantial percentage of the total production of housing starts, is 
not presently reported by the Bureau of Labor Statistics. The com- 
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mittee expresses the hope that the Bureau of Labor Statistics will 
consider the possibility of reporting the production of mobile homes 
in a separate category, if it is deemed advisable, in its home-con- 
struction reports. Such figures, if made available, would be of 
assistance. 


TABLE 1—Number of new nonfarm dwelling units started: First quarter, 1957 














Change, Ist quarter, 
lst quarter,|ist quarter, 1956-57 
Private housing ! 1957 1956 

Number Percent 
Annual rate (seasonally adjusted)...................... 933,000 | 1, 138, 000 | — 205, 000 —18,1 
—_———S=SS so OS, oOo SS hea ee 
AIR, BONN ON i ince th icnwstindns 200, 200 244, 600 —44, 400 —18.1 
Conventionally financed..........................- 138, 700 140, 600 —1, 900 —1.3 
lit cll hat tw ahinaintitieadadindl 33, 300 60, 900 —27, 600 —45.3 
SE ID on chainiecteigesie tinal Gi ininiaenepetanpiepae 28, 200 43, 100 —14, 900 —34.5 
I Oe I nll 25, 500 42, 000 —16, 500 —39.4 
Bree ir CIEE cdccinitentleooh witedechmccitimasdatetndsasines 2, 700 1, 100 +1, 600 +145.0 





1 In addition to private starts, 12,800 units of public housing were started in Ist quarter. 


The trend in FHA-insured and VA-guaranteed applications for 
new home units (which indicate builder intentions for the future) 
closely follows the decline in starts. Applications for FHA-insured 
mortgages were down 35 percent below the number of applications 
in the corresponding month in the previous year. Applications for 
VA guaranty of housing mortgages in March were down 48 percent 
from the corresponding month in the previous year. 


TABLE 2.—Trends in housing starts 
FHA-INSURED HOUSING—APPLICATIONS RECEIVED FOR 1-4 FAMILY UNITS 











Correspond- 
Current ing month Change from previous 
month in previous year 
year 

Percent 
SE .gdceececnocupesctitiacninaligace 10, 500 15, 600 —5, 100 —32.3 
February 12, 100 18, 500 —6, 400 —34.6 
DED ccictchvigusinebibidlbbeeimakesed 16, 200 24, 900 —8, 700 —35.0 








VA-GUARANTEED HOUSING—APPRAISAL REQUESTS FOR PROPOSED UNITS] 





NIE nccvctcnintinshnpgatboncakemindpabiecwtiee 18, 900 29, 300 —10, 400 —35.4 
DOING . cb nvidatnntitindbdsitinibnaeincin 20, 200 37, 100 —16, 900 —45.8 
BI chin iollanns tietctracinines dpatvanguaimeaih tenants 19, 500 37, 500 —18, 000 —48.0 

Use of FNMA funds 


As the market tightened, discounts on federally underwritten mort- 
gages increased to the point where some investors preferred not to 
invest in these mortgages rather than risk the adverse public reaction 
which might follow the charging of substantial discounts. This action 
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by investors who normally constitute a large part of the Government- 
supported mortgage market further curtailed the availability of funds 
for purchase of FHA and VA mortgages. ; 

Federally underwritten mortgages will become attractive to private 
investors only if alternate sources of investment become less attractive ; 
if the yield on Government-supported mortgages is increased; or if 
Federal funds are utilized to provide a source of liquidity. 

FHA took administrative action to increase the interest rate on 
FHA-insured mortgages on December 4, 1956. The VA interest 
rate cannot be increased, except by an amendment to the Servicemen’s 
Readjustment Act of 1944, which falls within the jurisdiction of the 
Senate Labor and Public Welfare Committee. The Senate did make 
Federal funds available for purchase of federally underwritten mort- 
gages through the enactment of Public Law 85-10, which authorized 
FNMA to invest up to an additional $500 million in these securities. 
The balance available in this fund for new purchases or commitments 
is $600 million. 

As private sources of investment funds decrease, both in number and 
size, builders and brokers seek access to FNMA. The number of mort- 
gages offered to FNMA during the quarter ending March 31, 1957, 
totaled 26,459. Of these, 25,420 were approved for purchase. The 
number of mortgages purchased during the quarter exceeded pur- 
chases for any corresponding prior period. Thus, FNMA purchased 
33,845 mortgages having an unpaid principal balance aggregating $388 
million. 

During the 29 months of operation of the FNMA secondary market, 
through March 31, 1957, 124,324 mortgages have been offered and 
106,356 of these have been approved for purchase. At March 31, 1957, 
a total of 96,563 mortgages, consisting of 22,425 FHA-insured mort- 
gages and 74,188 VA-guaranteed mortgages aggregating $1,048 mil- 
lion, had been purchased. 

The committee feels that the additional purchasing authority 
granted FNMA for its secondary market operations will in large part 
contribute to a loosening of the mortgage market. This action, along 
with other actions taken in the committee bill, should revive and give 
added impetus to the production of housing. 


FNMA SPECIAL ASSISTANCE 


One of the principal functions of FNMA is to provide special 
assistance for the financing of selected types of home mortgages, 
pending the establishment of their acceptability in the private mort- 
gage market. Funds authorized for the special assistance program 
are divided generally into two categories: (1) funds made available 
for Presidential allocation when in his opinion the conditions in the 
building industry and the national economy require the use of such 
funds for the purchase of mortgages on a special assistance basis, 
and (2) funds earmarked specifically by statute for the purchase 
of certain types of Government-guaranteed mortgages. The status 
of these funds as of March 28, 1957, is shown in the following table: 
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TasLe 3.—FNMA special assistance Apr. 19, 1957 
(1) $200 MILLION, SUBJECT TO PRESIDENTIAL ALLOCATION 


Allocated Purchases | Undisbursed Total Unobligated 
commitments} obligated 




















NOR BORNE. oo chee $10, 000, 000 $22, 000 $33, 000 $9, 967, 000 
ia dinciictaeetlidte tel Th SE SOR, dnnnrapsintinceienipieanmelvorveowetayel 15,; 000, 000 
Urban renewal (secs. 220 and 
titans bedehe ast tedensed 100, 000, 000 2,049,000 | $20, 686, 000 22, 735, 000 77, 265, 000 
ab iredenw asrates >on ab 10, 000, 000 1, 022, 000 175, 000 1, 197, 000 8, 803, 000 
Military housing (Wherry) 25, 000, 000 3, 441, 000 7, 690, 000 11, 131, 000 13, 859, 000 
OIE MORON. nc. cncontoncss 20, 000, 000 602, 000 95, 000 697, 000 19, 303, 000 
Total.... 180, 000, 000 7, 136, 000 28, 657, 000 35, 793, 000 144, 207, 000 
Recent koa e.,) I es aeniinatineaeisabied 20, 000, 000 








win ta Miskiopeiebel dinsimenauaped 


(2) $300 MILLION ALLOCATED BY CONGRESS 


| 
| 
| 


| 
$9, 315, 000 


Cooperatives (sec. 213)_........-- |: $100, 000, 000 $70, 120,000 | $79, 435, 000 $20, 567, 000 
Military housing (sec. 803 (Cape- | 
hart) and sec. 809)_..........-. | 200, 000, 000 676, 000 199, 181, 000 199, 857, 000 143, 000 





1 Includes $50 million in Public Law 85-10 approved Mar. 27, 1957. 


Note.—An additional $100 million is available subject to Presidential allocation, for the purchase by 
FNMA of “20 percent participations.” Of this $100 million authorization, the President has allocated 
$50 million, but none has thus far been used. 


The committee has approved several changes, as herein discussed, in 
both categories of special-assistance funds. 
FNMA purchase price 

The Housing Act of 1956 established a minimum purchase price of 
99 percent of par for mortgages purchased under the special-assistance 
functions. ‘This statutory provision is scheduled to expire on August 
6, 1957. Section 203 extends this feature of the law for another year. 
In addition, this section limits the fees and charges which may be made 
by FNMA to 1 percent of the face amount of “the mortgage. These 
two provisions, therefore, assure the seller of an eligible mortgage 
a purchase price equal to at least 98 percent of the mortgage amount. 

The committee believes that the objective of FNMA’s special-assist- 
ance functions would not be achieved if FNMA were permitted to 
establish purchase prices substantially below par. The special-as- 
sistance program is specifically designed to provide a market for 
Government-supported mortgages when no other market for such 
mortgages exists. 

Substantial reliance may be placed upon the insurance and guaranty 
processes of the FHA and the VA to produce a security adequate to 
warrant recognition of the mortgage amounts approved by those agen- 
cies. In the knowledge that the mortgages are adequately secured and 
that special-assistance mortgages have little attraction for the private 
market, the committee believes that a guaranteed purchase price yield- 
ing 98 percent to the seller is a reasonable statutory requirement. 


Fees and charges on mortgages delivered in the future 
In order to assure that the originators of special-assistance mort- 
ages receive the full benefit of statutory action limiting the FNMA 
ees and charges on purchase price of such mortgages, section 203 con- 
tains language which would make these benefits available at the time 
the mortgage is delivered without regard to prior agreements existing 
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between the originator and the FNMA. This benefit may be applied 
to mortgage commitments entered into after March 31, 1957, and ful- 
filled after enactment of this bill. 


Funds Subject to Presidential Allocation 


At the present time, funds totaling $300 million are subject to 
Presidential allocation, of which $100 million are available for use on 
a participation basis with private lenders (20 percent of a loan from 
FNMA funds and 80 percent from private funds). None of this $100 
million has been used. 

Section 204 of the bill repeals the provision of existing law au- 
thorizing the $100 million fund for participation in loans with private 
lenders and increases the general fund subject to Presidential alloca- 
tion from $200 million to $450 million. The net effect of this change 
is to increase the authorization for Presidential allocation by $150 
million. 

Although several types of housing have been designated as eligible 
under Presidential allocation, i. e., disaster loans, loans on Guam, 
loans in Alaska, and military housing (Wherry), the two categories 
which appear most likely to be active in the future are mortgage loans 
for the cher of elderly persons and loans associated with the slum- 
clearance and urban-renewal program (secs. 220 and 221 of the Na- 
tional Housing Act). 

Recent amendments authorizing a program of housing for the el- 
derly are expected to stimulate activity in this field, and special-assist- 
ance funds should be provided to meet the need. The committee also 
expects that, as the urban-renewal program gains momentum, these 
special-assistance funds will be essential for the production of hous- 
ing within the cleared area as well as to house those families which 
must be relocated outside the cleared area. 


Funds Allocated Directly by Statute 


As shown by the table 3 above, existing law allocates $200 million 
in special-assistance funds for the purchase of military housing in- 
sured under sections 803 (Capehart) and 809 of the National Housing 
Act; and allocates $100 million for the purchase of cooperative- 
housing mortgages insured under section 213 of the National Housin 
Act. The bill increases both these allocations and provides additiona 
funds specifically reserved for the purchase of mortgages insured 
under section 221 of the National Housing Act. 


Cooperative-housing mortgages 

Section 205 increases the allocation for cooperative-housing mort- 
gages by $250 million, making a total allocation of $350 million, of 
which not more than $175 million may be used for the purchase of 
mortgages secured by consumer-sponsored projects. The bill also pro- 
vides that not more than 10 percent of this fund may be outstanding 
at any one time in commitments covering properties in any one State. 

Recent amendments to section 213 of the National Housing Act have 
given impetus to the cooperative-housing program. These amend- 
ments include higher insurable mortgage amounts, purchase of mort- 
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gages by the FNMA at no less than 99 percent of the par value of the 
mortgages, and the ability of a builder-sponsor to obtain FHA insur- 
ance for a cooperative project prior to the formation of the coop- 
erative. Prior to April 1956, FNMA’s price for cooperative-hous- 
ing mortgages was 98 percent of par less a 1-percent commitment fee 
and a one-half of 1 percent purchasing and marketing fee. Thus the 
net amount received by the seller was 9614 percent of par. When 
FNMA raised its price for cooperative-housing mortgages to 99 per- 
cent (less the same 114 percent fee) in April 1956, there was an in- 
crease in the volume of cooperative mortgages offered to FNMA. As 
of May 6, 1957, only $9.6 million remains unallocated. 

The committee believes that the cooperative-housing program should 
be continued at a high level of activity. Until such time as coopera- 
tive-housing mortgages achieve a greater degree of acceptability 
among private investors, it is necessary to assist the program by pro- 
viding additional funds through FNMA special assistance. 


Armed services housing mortgages 

Section 206 authorizes FNMA to purchase under its special-assist- 
ance functions an additional $200 million in mortgages originated un- 
der title VIII. In order to implement the new title VIII (armed serv- 
ices housing program) the Congress authorized the FNMA to make 
commitments to purchase, and to purchase, service, and sell mort- 
gages insured under this title in an amount not to exceed $200 mil- 
lion (Public Law 345, 84th Cong.). It was originally contemplated 
that this fund would be necessary only to supplement private purchase 
of title VIII mortgages. When the first title VIII mortgages were 
originated, this supposition proved true, as evidenced by the fact that 
the original mortgages sold at a premium. Subsequently, however, 
because of changes in the mortgage market, private investors generally 
declined to purchase these mortgages. As a result, FNMA became 
a primary source of mortgage money for these mortgages. 

As of March 27, 1957, FNMA advance commitments and purchases 
had obligated all but $4 million of the $200 million available for 
the purchase of armed services housing mortgages. In hearings held 
on March 22, 1957, the Subcommittee on Housing received testimony 
to the effect that FNMA financing would be required for a substantial 
number of the 228 military projects then in various stages of prepara- 
tion. It was claimed that if FNMA funds were not available there 
would be substantial delays in some of these projects. 

On March 27 the Senate Banking and Currency Committee in an 
emergency action reported favorably a bill, S. 1679, to increase 
FNMA’s authority to purchase title VIII mortgages by $50 million, 
making a total of $250 million. This bill was passed & the Senate 
but has not become law. 

It is evident that current market conditions and yields on alternate 
types of investment will not encourage private investors to purchase 
title VIII mortgages and, despite rumors that the market may be 
improving, substantial numbers of these mortgages may be sold to 
FNMA. In order to provide housing desperately needed by mem- 
bers of the armed services, the bill authorizes an increase of $200 
million in the FNMA funds which may be utilized to purchase title 
VIII mortgages. 
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Section 809 mortgages 


A small but important program is that authorized by section 809 of 
the National Housing Act which permits the FHA to insure loans 
to essential civilian employees stationed at military research or 
development centers. These research or development centers are 
primarily engaged in the development of guided missiles and related 
projects. Section 206 of the bill reserves, for the purchase of section 
809 mortgages, 7.5 percent ($30 million) of the FNMA funds allocated 
for the purchase of armed services housing mortgages. The $30 mil- 
lion figure represents 10 percent of the authorization added by this 
bill, together with approximately $10 million already reserved out 
of existing authorization. 

In order for programs such as the development of the intercon- 
tinental ballistic missile to proceed at top speed, it has been necessary 
for the Federal Government to recruit large numbers of scientists 
and technicians and at times to station them in areas where housing 
is not available in sufficient numbers. The FHA section 809 program 
was developed to aid Government employees and employees of con- 
tractors engaged in guided missile work. 

Since this 1s a new program, although it is similar in many respects 
to the regular FHA section 203 program, private investors have not 
been willing to purchase FHA section 809 mortgages. Authority has 
been provided for the FNMA to purchase these mortgages on a special 
assistance basis. The fund utilized for the purchase of these FHA 
section 809 mortgages is that established for purchase of other title 
VIII (Capehart) mortgages. As of the first week of April 1957 
FNMA has either purchased or issued commitments to purchase 832 
FHA section 809 mortgages valued at $10,126,109. 


Construction advances by FNMA 

Section 207 of the bill authorizes the FNMA to make construction 
advances on special assistance projects where the FHA insures such 
construction advances and where the FNMA has made a commitment 
to purchase the mortgage. This procedure should reduce the total 
financing costs of the project ai will enable many projects to go 
forward which would otherwise be delayed through lack of construc- 
tion financing. This is particularly true with respect to mortgages 
insured under section 803 (Capehart) of the National Housing Act. 
The committee expects that estimates upon which maximum mortgage 
amounts are cam will give proper consideration to the savings which 
should accrue because of construction advances made by the FNMA. 
The bill further authorizes FNMA to impose additional charges or 


fees for this service not to exceed 1 percent of the principal amount 
of the loan. 


FHA section 221 mortgages 


As explained in another section of this report, section 112 (b) of the 
bill substantially increases the scope of section 221 of the National 
Housing Act. While the interest rate established for these mortgages 
(4 percent) is sufficient to repay the cost of Federal borrowings and 
the cost of administering the program, it would not be attractive in 
the private market at the present ime. Consequently, it is essential to 
provide special-assistance funds for the purchase of mortgages origi- 
nated under section 221. 
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The table on page 12 shows an unexpended balance in the Presi- 
dential allocation of approximately $77 million for purchase of mort- 
gages originating under sections 220 and 221. It is likely that this 
amount, plus additional amounts which may be allocated by the 
President, will be needed for the purchase of mortgages secured by 
housing in urban renewal areas (sec. 220 of the National Housing 
Act). The committee bill, therefore establishes a new special-assist- 
ance category in the amount of $250 million for the purchase of mort- 
gages insured under section 221. It is recognized that these funds 
will not provide housing in any great quantity, but it is hoped that the 
$250 million will provide a modest beginning toward relieving the 
critical housing situation faced by displaced families, elderly persons, 
minority groups, and large families. 


Tittx I1I—Stum CLEARANCE AND Ursan RENEWAL 


INCREASED CAPITAL-GRANT AUTHORIZATION 


The Housing Act of 1949, as expanded by the Housing Act of 1954, 
assigns to the Federal Government a major role in the nationwide 
task of preserving our urban areas. The slum clearance and urban 
renewal program is a Federal-local partnership of planning and cost 
sharing. The Federal Government extends financial assistance in 
the form of loans, advances, and capital grants to local agencies re- 
sponsible for initiating and executing local urban-renewal programs. 
Local participation was slow at the outset, but has been accelerating 
rapidly in recent years. In the report on the Housing Amendments 
of 1956, the committee stated : 


The urban-renewal program will, under proper manage- 
ment, soon become one of the largest as well as one of the most 
important, of the Federal Government’s housing programs. 


Section 301 would increase the present $900 million capital grant 
authorization, at the rate of $250 million a year over a 4-year period. 
As of April 1957, approximately $867 million of the $900 million 
capital-grant authorization was reserved or in process of reservation 
for nearly 450 local urban-renewal projects to be assisted under the 
Housing Act of 1949 and the Housing Act of 1954. In considering 
this matter, the committee has given great weight to the fact that a 
local urban-renewal program, to be successful, must involve a long 
process of preliminary study and planning and must enlist the co- 
operation of a number of different local and Federal agencies, as well 
as private builders, private lending institutions, civic groups, prop- 
erty owners, and the many persons living and working in the affected 
areas. After a slow start, beginning in 1949, the slum clearance 
and urban renewal program has at last reached a level of activity en- 
visaged by its proponents nearly a decade ago. 

In arriving at the amount of new capital-grant authorization, the 
committee was impressed by the testimony of witnesses, includin 
many mayors of cities with active urban-renewal programs, who cal 
the continuation and expansion of the program. These witnesses 
pointed out that an urban-renewal program cannot operate on a 
sporadic basis and urged that new authorization should be sufficient 
to insure continuity. The typical urban-renewal program requires 3 
to 5 years from the planning stage to completion. The committee, 
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therefore feels that a program spread over a 4-year period would give 
it the continuity and predictability essential to its success. 

Current information about the status of the urban renewal pro- 
gram is as follows: 


TABLE 4.—Status of redevelopment operations as of Dec. 31, 1956 


ESTIMATED COST OF IMPROVEMENTS BY TYPE OF REDEVELOPMENT AND STAGE 
OF COMPLETION (114 PROJECTS) ! 


(Thousands of dollars] 





Stage of completion 



































Estimated 
Type of redevelopment cost of 
improve- Not yet Under 50 | 50 percent or 
ments started percent over com- Completed 
completed pleted 
Rs cd bb whine ckahutdad dean $983, 514 $704, 584 $83, 814 $55, 315 $139, 801 
SSS Ses ee | ees 
INE «5 stints ene aioe 546, 980 397, 824 68, 511 45, 670 34, 975 
Prive URAL 607,968 | 378, 204 63, 284 45,677. 20, 805 
Rental. ....... gl ainchtens 427, 483 337, 042 54, 336 32, 000 4, 105 
WD: adh buceabodmnasuds 80, 480 41, 162 8, 948 13, 670 16, 700 
Ric dats te nt aan ba dike ds 39, 017 19, 620 5, 227 
Commercial._.......------------ «193, 918 116, 689 4, 348 
ESE Re + 106, 087 100, 987 5, 000 
Public or semipublic, total. _...- a Aecl 206, 529 | "89, 084 5, 955. 
Residential-related _........- 15, 950 15, 095 855 
Other : 126, 812 UL We eiedneedhinccteaneaunnenathe 
Unclassified 63, 767 14, 952 5, 100 





NEW HOUSING CONSTRUCTION PROPOSED AND COMPLETED (77 PROJECTS)! 














Tota! Private Private Public 
rental sales rental 
Number of dwelling units proposed under 
redevelopment pit... ..... 2. - dees ceccnne 47, 382 36, 662 7,315 3, 405 
Number of dwelling units completed__.......-- 4, 371 1, 234 1, 782 1, 355 
Number of dwelling units occupied__..........- 4, 356 1, 219 1, 782 1, 355 
Se SUNND cnt cndieapenebeareitcnplacbobiia 2, 005 346 1, 623 36 
Beer BS EUs cobb tsb ticd mth obbebadimsaes 2, 351 873 | 1°9 | 1, 319 
Number of dormitory rooms: 5 
PION. nb in dbb cdi li didacsdvbicébudasos 
Completed_....... 
Occupied ........ 






By white 
By nonwhite 








1 Projects in execution. 


ALL REGIONS AND PUERTO RICO 


Summary of physical progress of 125 to 188 projects in execution as of 
Dec. $1, 1956 


Number of Accomplishment (percent completed) 
Execution activity projects 
involved ! 
0 | Under 50 | 50 to 89 | 90 to 99 100 
i ak) Soe Pee ee 
Land acquisition............-- 2124 4 5 19 15 61 
Regents. 24.0 bcccdsss.-usa- 122 7 2 24 14 48 
Site clearance..............- | 123 23 24 18 37 
Site improvements _.......- 113 73 15 6 5 14 
Supporting facilities__.-...-.- 96 61 12 4 2 17 
Land disposition..........-.-- 9125 86 15 y 2 13 
Redevelopment. ...........-.- $125 99 16 4 1 5 











1 Excludes & projects for which data were not available. Includes 1 completed project (East Poplar No. 2 
at Philadelphia, Pa.). Includes estimates as of lec. 31, 1956, reported on Sept. 30, 1956, for 3 projects. 

2 Projects involving land disposition number 1 more than projects involving land acquisition because all 
land in 1 area was owned by the local public agency before the project was initiated. 

3 Reports are available for only 114 projects respecting redevelopment activity. 
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INCREASED FEDERAL PARTICIPATION 


Section 302 provides for an increase in the Federal share of urban 
renewal net project costs from two-thirds to three-fourths. Existin 
law provides that net cost of urban renewal projects shall be share 
on the basis of one-third by the local government and two-thirds b 
the Federal Government. The committee received extensive testi- 
mony, especially from the mayors of our major cities, pointing out that 
many of our local governments have exhausted their tax resources and 
bonding powers. Some stated that communities might be required to 
slow down their urban renewal efforts unless the cost-sharing formula 
were adjusted to provide a greater proportion of Federal assistance. 

The committee noted a communication from the Administrator of 
HHFA in which the Administration suggests that if the new formula 
(three-fourths of net project cost) is enacted it should in equity and to 
avoid administrative difficulty be applied to all projects. ‘The Admin- 
istration’s position is expressed in the following letter: 


Hovstne Anp Home Frnance AGEncy, 
Washington, D. C., May 1, 1957. 
Hon. Jonn SPARKMAN, 
Chairman, Subcommittee on Housing, 
Banking and Currency Committee, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: We understand that your subcommittee has 
decided to recommend that the two-thirds Federal grant formula now 
in the law for urban-renewal projects be changed to a three-fourths 
Federal-grant formula. Your staff has advised that the subcommittee 
would like to have the views of this Agency as to the extent to which 
this change, if enacted, should apply to projects now under way. 

Of course you recognize that this Agency does not favor placing the 
Federal grants on a three-fourths basis except as provided in section 
302 of S. 1609 relating to an alternative capital-grant formula. How- 
ever, if the increase to be recommended by your committee is author- 
ized by the Congress, I believe it should be made applicable to all 
projects now being undertaken under title I of the Housing Act of 
1949, as amended, as well as to urban-renewal projects to be under- 
taken hereafter. The contract provisions with respect to Federal 
grants for an urban-renewal project are not executed until the com- 
pletion of the planning stage of the project. Until that time the local 
public agency would be in a position to apply for the Federal grants 
under the new three-fourths formula, unless expressly prevented by 
the terms of the new authority. The majority of the projects for 
which reservations have been made are in this planning stage, and I 
believe there is no reason to prevent these projects from receiving 
grants on the same increased basis made available to others. 

Similarly, I believe it would be inequitable to exclude from the 
benefit of these increased grants those projects which have been put 
under loan and grant contracts. To do so would be to penalize those 
local public agencies and cities which have been sufficiently diligent 
and rapid in their urban-renewal work to have advanced their proj- 
ects to the loan and grant stage. Also, if these projects are not in- 
cluded within the new authority to be recommended by your sub- 
committee, there will be an incentive to delay such projects about to 
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enter the loan and grant stage so they can obtain the increased benefits 
after the enactment of such new authority. 

The uniform application of the proposed three-fourths Federal- 

ant formula to all projects would undoubtedly result in less admin- 
istrative difficulty than an application to a special category of proj- 
ects, particularly if the category required saleotioe om aiiohiieten- 
tive decisions. The latter would tend to promote controversy and 
charges of discrimination. 

Your staff also asked for general information on the cost of the 
change to be recommended by your subcommittee. An increase in the 
Federal capital grant from two-thirds to three-fourths of net project 
costs for all projects underway would result in a general increase of 
one-eighth in the Federal contribution and a decrease of one-eighth 
in the local contribution. Thus, the $867.3 million of outstanding res- 
ervations and contracts would be increased by about $108 million, in- 
as much as only one project with a capital grant of $261,555 is for- 
mally completed. Correspondingly, a three-fourths capital grant for- 
mula would mean either that future authorizations would support only 
about seven-eighths as much local urban-renewal effort, or that future 
authorizations would have to be increased by one-eighth to support as 
much local urban-renewal effort, as would be feasible under the two- 
thirds formula. The foregoing figures necessarily assume that exist- 
ing contracts and reservations would remain unchanged, subject, of 
course, to the general increase necessary over a three-fourths formula. 

Sincerely yours, 
Wa ker Mason, 
Deputy Administrator. 


The application of the new formula to urban-renewal projects will 
cost about $100 million. At the present time, there exists Presidential 
authority to increase the present $900 million capital grant authoriza- 
tion by $100 million. It appears appropriate to the committee that 
the new capital grant formula should be applied to projects as dis- 
cussed in the above letter and that the $100 million of capital grant 
authorization should be utilized for this purpose. 


Alternative formula for Federal participation 

Under title I of the Housing Act of 1949, as amended by the 
bill, local public agencies may receive capital grants up to three- 
fourths of the aggregate net project costs of the projects. Gross proj. 
ect cost is calculated as the sum of (1) the expenditures by the local 
public agency for any or all of the undertakings necessary to carry out 
the project, including carrying charges, plus (2) the amount of non- 
cash local grants-in-aid. Net project cost is defined as the difference 
between the gross project costs and the sum of (1) total sales price of 
land or other property sold, plus (2) total capital values of lands 
leased or retained by the local public agency. 

Section 302 would establish an alternative basis for calculating the 
Federal capital grants that may be paid to urban renewal projects 
under certain conditions. It would permit a community to elect to 

roceed under either formula for calculating the Federal capital grant 
or an urban renewal project. 

The new alternative method would provide for capital grants 
amounting to not more 85 percent of net project cost to be paid on the 
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basis of a revised definition of gross project cost. The revised defini- 
tion would restrict gross project cost to the direct costs of property 
acquisition, demolition and removal, site preparation, expenses incl- 
dental to disposition of acquired land, and carrying charges relating to 
the foregoing, exclusive of taxes and payments in lieu of taxes. All 
administrative costs and survey and planning expenses would be ex- 
cluded. Relocation payments, where authorized, could be paid fully 
by the Federal Government under either formula. 

It is expected that the Federal share of net project cost will be ap- 
proximately the same under either formula. 

Establishment of an alternative formula was recommended by the 
HHF A in the expectation that the overall operations of the urban re- 
newal program would be substantially strengthened and simplified 
for both local communities and the Federal Government. Although 
it might not be possible to measure in strictly quantitative terms the 
advantages anticipated under the alternative formula, these advan- 
tages could be real and substantial, Elimination of discussion and 
review of survey and planning costs and project administrative costs 
should make possible an acceleration and improvement of local project 
operations. 

INCREASED STATE LIMITATION 


Existing law requires that no more than 10 percent of the funds 
authorized for capital grants may be expended on urban renewal 
projects in any one State. The committee anticipates that this limita- 
tion may delay progress in some States where activity has been great- 
est. In order to avoid the possibility of this delay, the bill in section 
303 increases this limitation from 10 percent to 15 percent. 


RELOCATION PAYMENTS 


Individuals and families 

Section 304 would permit the URA to establish maximum payments 
to individuals and families dislocated by slum clearance and urban 
renewal projects without requiring proof of the actual costs incurred 
in moving. In no case would the payment exceed $100. 

The Administration recommended this proposal to eliminate the 
paperwork involved in the existing system which requires proof of 
actual:expense before » local agency may reimburse dislocated in- 
dividuals and families. This paperwork could result in administra- 
tive costs as high as the actual amounts involved in the moving ex- 
penses. 

It is not proposed that each displaced family and individual be 
entitled to the maximum $100 payment authorized by this section. No 
additional financial benefit to individuals and families is provided by 
this amendment, but savings may be effected by reduction in overhead 
costs, 

To implement this amendment the Administration proposes to in- 
struct local agencies to establish certain criteria which would determine 
the payments under varying circumstances. 


Businesses 


Section 304 would increase the maximum payment now available 
as reimbursement for moving purposes from $2,000 for any one busi- 
ness to $3,000. 
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The committee believes that this amendment will not only relieve 
businesses forced to relocate as a result of urban renewal operations 
but will also remove much resistance to urban renewal planning and 
execution, thereby fostering the rehabilitation of slum areas. 

It has always been the intent of the Congress, in stimulating and 
encouraging the urban renewal program, to mitigate the impact of the 
oe ae on persons and businesses forced to relocate as a result of 

ederal-local urban renewal activities. 

The committee’s attention has been called to instances of unreason- 
able hardship inflicted on such businesses, resulting in injustice to them 
and causing otherwise unwarranted opposition to the urban renewal 
program. This proposed increase should provide a measure of relief. 


URBAN RENEWAL PLAN 


Section 305 would permit a local community to indicate in a sub- 
mission separate from the urban renewal plan, the relationship be- 
tween the urban renewal plan and overall local planning objectives. 
As now worded, the statute requires this relationship to 3 indicated 
in the urban renewal plan itself, which has caused administrative 
inconvenience for some communities. 


GRANT AUTHORIZATION FOR NONRESIDENTIAL PURPOSES 


Section 306 would authorize the use of urban renewal capital grant 
authorization for industrial and commercial development and re- 
habilitation. Under existing law, the general rule is that capital 
grant funds are available for urban renewal areas that are predomi- 
nantly residential at the beginning of planning or, alternatively, pre- 
dominantly residential at the completion of the urban renewal 
project. This section of the bill would permit an exception to this 
rule, in areas where the Urban Renewal Administrator, together with 
the local authorities, agree that predominantly nonresidential develop- 
ment is essential to the orderly achievement of the locality’s urban re- 
newal objectives. 

At present, there are two exceptions to the general rule. The first 
exception permits the use of capital grant authorization for nonresi- 
dential purposes even though the area is predominantly nonresidential 
at the outset, provided the existing ralideta are in such a state that 
their removal would promote the public health, safety, and welfare 
of the locality involved. Under this exception, up to 10 percent of 
the total grant authorization is made available. 

The second exception permits the use of open land for nonresidential 
purposes. Financial assistance in the form of loans and advances is 
authorized up to 214 percent of the estimated gross costs of all other 
projects undertaken by the local agency. Neither of these two excep- 
tions has been used extensively to date, and it is not intended that the 
establishment of a third exception should weaken the strong inter- 
relationship between urban renewal and housing. 

The bill would combine (1) the existing exception relating to 
nonresidential development of blighted areas which are partially 
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residential with (2) the new exception relating to nonresidential de- 

velopment of blighted industrial or commercial areas, and (3) would 

soem only 7.5 percent of the total grant authorization to be used 
or these purposes. 


INCLUSION OF ESTIMATED COSTS OF NONCASH GRANTS-IN-AID 


In urban renewal projects planned under the Housing Act of 1954, 
the estimated costs of local public facilities may be accepted as actual 
costs, if the construction of these local facilities is not completed at the 
time of final disposition of land in the urban renewal project area. 
Satisfactory assurance must be provided that the facilities will be 
completed and available within a specified time. 

Section 307 would make the same benefit available for projects 
planned under the terms of title I of the Housing Act of 1949, as 
amended. Experience has demonstrated that application of this pro- 
vision to the earlier projects is desirable to avoid delay and expense. 


URBAN RENEWAL OFFICE SPACE 


Section 308 would permit the local urban renewal agency to rent 
office space from the local public housing agency. This provision 
would cover only those instances where the local housing authority 
performs both public housing and urban renewal functions. It would 
require that an economic rent be paid for space used for slum clearance 
and urban renewal functions in an administration building owned by 
the local public housing agency. 

Under existing law, the local housing authority can build an ad- 
ministration building for its low-rent housing program. However, 
if it is also the local public agency for slum clearance and urban re- 
newal, it has in some instances been unable to obtain space in such 
administration building for its latter functions. 

In 24 States, enabling legislation by the States relating to the title 
I slum clearance and redevelopment program either vests the slum 
clearance and redevelopment powers in the local housing authority 
or permits the local housing authority to be designated as the local 
public agency to carry out the local slum clearance and redevelopment 


program. 
URBAN PLANNING FELLOWSHIPS 


Section 309 would authorize $500,000 during a 3-year period, 
beginning July 1, 1957, to be used by the Housing and Home Finance 
Administrator to provide scholarships and fellowships in public and 
private nonprofit institutions of higher education for the graduate 
training of professional urban planning specialists. 

The committee’s attention has been called to the fact that the short- 
age of trained personnel in this profession is a major impediment to 
the expanded urban planning program of municipal, regional, State 
and Federal Governments. This fellowship program is intended to 
stimulate graduate education and practical training in the field of 
city planning and related fields. 
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Tirtz 1V—Pusiic Hovustne 


LOW-RENT PUBLIC HOUSING 


The Federal low-rent housing law would be amended by section 
401 of the bill in a number of respects. 

Existing law is changed so that tenants already occupying low- 
rent housing would be permitted to remain in occupancy when their 
incomes rise above the established limits for those periods in which 
there is an inadequate supply of decent housing for the income levels 
they can afford. They would be required in such case to pay rent in 
an amount at least equal to 20 percent of their net income, with author- 
ized exemptions, or in an amount equal to the rent of comparable pri- 
vate housing, whichever is lower. 

The United States Housing Act of 1937 is further amended to per- 
mit families seeking occupancy in low-rent public housing units 
certain exemptions in computing net income for the purpose of estab- 
lishing minimum rentals. Minimum rental in low-rent housing is 
now 20 percent of income, less an exemption of $100 for each minor 
member of the family. For purposes of continued occupancy only, 
all of the income of a minor may be exempt in place of the $100 ex- 
emption. Under the amendment (1) the $100 exemption would be 
extended to each adult dependent member of the family having no 
income, whether for admission or continued occupancy; and (2) up 
to $606 would be exempted for the separate income of each member 
of the family other than the principal wage earner, whether for ad- 
mission or continued occupancy, except that minors would continue 
to have full exemption of income for purposes of continued occupancy. 

The workable program requirement is eliminated as a condition 
of a new contract for low-rent housing. 

The bill further increases the maximum cost limits for low-rent 
housing from $1,750 to $2,000 per room. The limit for units designed 
specifically for elderly families is increased from $2,250 to $2,500 per 
room. These cost limits exclude land, demolition, and nondwelling 
facilities. 

Existing law is amended to require that plans and specifications 
prepared for low-rent public housing follow the principle of modular 
measure. This requires that plans be drawn so that low-rent public 
housing can be built by conventional construction, site fabrication, or 
factory fabrication, whichever the successful bidder may elect. The 
committee believes that this amendment will permit economies in de- 
sign, materials, and construction in the erection of this housing, and 
that this amendment will permit more builders, especially those of 
prefabricated housing, to participate in this vital program. 


HOUSING FOR DISASTER VICTIMS 


Section 402 authorizes the Commissioner of the Public Housing Ad- 
ministration to enter into contracts on a standby or emergency basis 
for emergency production and delivery, or purchase and Suen: of 
housing and equipment into a location declared by the President to 
be a major disaster area. For this purpose the Commissioner may 
use up to $5 million of funds which he is authorized to borrow from 
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the Treasury under section 20 of the United States Housing Act of 
1937 (which makes loan funds available for low-rent public housing). 
Housing and equipment purchased by the Commissioner may be made 
available to local public agencies, the American Red Cross, or other 
nonprofit agencies, without charge, to provide shelter for disaster 
victims. 

This provision is designed to provide a flexible plan under which 
housing can be made available to disaster victims as early as possible 
after the need occurs. The committee contemplates that, under the au- 
thority granted by this section, contracts could be entered into on a 
standby or emergency basis for emergency production and delivery, 
or purchase and delivery, of approximately 2,000 movable housing 
units, consisting of 1-, 2-, and 3-bedroom trailers, which would be 
available for occupancy in the disaster area within a minimum period 
of time after the President declares the area to be a disaster area. 

The Commissioner of the Public Housing Administration is author- 
ized to use up to $5 million of funds now available for the low-rent 
public housing program. The Public Housing Administration would 
be required to repay the Treasury from receipts, if any, and reim- 
bursements received pursuant to the provisions of the Disaster Assist- 
ance Act (Public Law 875, 81st Cong., approved September 30, 1950). 
The Secretary of the Treasury is authorized to forgive the difference 
between such receipts and reimbursements, and the amount expended 
by the Public Housing Administration for the purpose of this Section. 


DISPOSITION OF WAR HOUSING PROJECTS 


Connecticut: Conn-6029 

Section 403 (a) waives a provision of section 614 of the Lanham 
Act to extend for 6 months the time during which war housing project 
ae ater may be sold to the Housing Authority of Wethersfield, 

onn. 

Section 810 of the Housing Act of 1954 (Public Law 560, 83d Cong., 
approved August 2, 1954), authorized the Housing and Home Finance 
Administrator to sell at fair market value to the Wethersfield, Conn., 
Housing Authority war housing project Conn-6029. The sale of this 
project was delayed and, pursuant to the Housing Amendments of 
1956 (Public Law 1020, 84th Cong., approved August 7, 1956), the 
project became subject to a general provision of the Lanham Act 
requiring that permanent Lanham Act housing not sold by January 
1, 1957, must be advertised and sold as expeditiously as possible to the 
highest bidder. Because negotiations for the sale of this project to 
the local housing authority were not completed by January 1, 1957, the 
Administrator was thereafter barred from selling the project to the 
Wethersfield Housing Authority. 

This section suspends the requirements of competitive sale as to this 
project until July 1, 1957, in order to permit the Administrator to 
sell the project to the local housing authority. Representatives of 
the local housing authority and the PHA agreed to the terms and 
conditions of the sale on January 31, 1957. It is, therefore, believed 
that the time limit set by this bill is sufficient to permit the sale. No 
objection has been made to the sale of this project. 
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Nevada: Nev-26021 


Section 403 (b) directs the Housing and Home Finance Adminis- 
trator to sell and convey housing project Nev-26021 to the Housing 
Authority of Las Vegas, Nev. Section 614 of the Lanham Act now 
provides that all permanent Lanham Act housing not sold by Jan- 
uary 1, 1957, be advertised and sold as expeditiously as possible to 
the highest bidder. The bill suspends section 614 to permit the Hous- 
ing and Home Finance Administrator to sell the Kelso-Turner project, 
Nev-26021, to the Housing Authority of the City of Las Vegas, Nev., 
for $452,000. 

The Las Vegas Housing Authority would be required to make a 
downpayment of 5 percent, to be paid at closing, with the balance of 
the purchase price secured by a 20-year mortgage at 414 percent in- 
terest. The bill requires that the sale be Rorobitiniated within 3 
months after enactment. No objection has been made to the sale of 
this project. 


Louisiana: La-16011 and La-16012 


Section 403 (c) suspends sections 607 and 614 of the Lanham Act 
to permit the Housing and Home Finance Administrator to sell war 
housing projects La—16011 and La-16012 to the State of Louisiana. 

Public Law 235 (84th Cong., approved August 4, 1955) authorized 
the sale of these projects to the State of Louisiana in consideration 
of payment of $300,000 in 3 equal annual installments. The author- 
ization conferred by Public Law 235 expired 6 months after the date 
of approval of the act. Funds for the initial installment were not 
Svnilable during the specified period and the transfer was not effected. 

The State semua an extension to permit the enactment of the 
necessary State enabling legislation. As a result of this request, 
Public Law 437 (84th Cong., approved March 24, 1956) was enacted 
extending to August 4, 1956, the period during which the sale could 
be made. The necessary State legislation was thereafter passed by, 
the legislature, but subsequently vetoed by the Governor. 

Representatives of the State have now proposed that the HHFA 
Administrator accept payment of an amount equal to the first install- 
ment and that this money be held pending action of the State legis- 
lature and the Governor during the 1957 session. If the necessary, 
statute is not enacted, the Administrator would return the money to 
the State. A check in an amount equal to the initial installment has 
been tendered to the HHFA Administrator. 

As introduced, the bill (S. 1531) proposing this amendment pro- 
vided for the suspension of sections 607 and 614 until January 1, 1958. 
Since the initial installment has already been tendered to the HHFA’ 
Administrator, the committee bill extends the sale period for not more 
than 60 days after enactment. In addition, the original bill was 
amended to provide that payments in lieu of taxes pursuant to section 
603 of the Lanham Act, as amended, shall be made only for the pro 
rata period of the tax year preceding the date of delivery of possession 
of the projects to the State, and added minor technical amendments to 
perfect the wording of the bill. No objection has been raised to these 
amendments or to the sale of these projects. 
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Layton, Utah : 

Section 403(d) further suspends section 614 of the Lanham Act for 
a period of 90 days after enactment in order to permit the Housing 
Administrator to sell Verdeland Park project, Utah-42015, to the city 
of Layton, Utah, for a total sales price of $580,000. The bill provides 
that the purchase price shall be secured by a mortgage to be paid in 
equal installments within 10 years from the date of the sale. No down- 
payment is required of the city and the unpaid balance of the purchase 
price shall bear interest at 414 percent. 

Verdeland Park project is situated on some 72.7 acres of land lying 
within the city limits of Layton. The improvements on the land con- 
sist of an administration and maintenance building and 399 dwellings, 
of which 352 units are of duplex structure and 47 are single-family 
units. The dwellings are presently occupied by defense workers, vet- 
erans or the families of veterans, and others. The city has implied 
that it plans to continue renting the dwellings to those who presently 
occupy the dwellings. 

The committee is advised that the PHA and the city have already 
reached agreement on the terms of this sale. 


Trrte V—Muiirary Hovustne 


Extension of program to June 30, 1959 

At the present time, the armed services housing program (Cape- 
hart) is scheduled to expire on June 30, 1958. As originally enacted, 
the aggregate amount of principal obligations of all mortgages in- 
sured under this act could not exceed $1,363,500,000. Public Law 
1020, 84th Congress, approved August 7, 1956, increased this total au- 
thorization to $2,300 million. The average cost per unit under this act 
is $16,500. If that average is applied against the total authorization 
for the program, it may be seen that slightly over 138,000 units may 
be built. In view of the fact that the overall average mortgage for 
some projects will be below the $16,500 average (overall average mort- 

age for projects under construction is just over $14,000 per unit), the 
partment of Defense estimates that from 140,000 to 145,000 units 
may be built under the program. 

The Department of Defense has testified that 92,226 units have been 
“approved” to date. These 92,226 units are in various stages of 
production, from planning to actual completion. Although the De- 

artment of Defense indicated that the units presently approved by the 
Batcetaay of Defense could be processed to the point where FHA com- 
mitments could be obtained by June 30, 1958, there was some doubt 
that the balance of the program, i. e., the difference between 92,226 and 
140,000, could be processed to the point of receiving FHA commit- 
ments prior to June 30, 1958. 

Several factors have contributed to delays in the armed services 
housing program. Among these factors are the present market con- 
ditions which have resulted in inability of contractors to obtain mort- 
gage funds. This shortage of credit, both short-term and long-term, 
has forced builders to resort to FNMA financing, which in turn has 
depleted FNMA funds for purchase of title VIII mortgages. 
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Another factor which may have contributed to the delays in the 
program was the desire of the Administration to reevaluate the pro- 
gram and to assign new priorities to certain projects. In this con- 
nection the Deputy Secretary of Defense on February 28, 1957 issued 
a directive to the military departments designed to slow down the 
rate of contracting pending establishment of such a priority system. 
This directive was suspended on April 19, following the establishment 
of priorities. A delay of about 2 months in advertising and in award- 
ing of contracts for projects previously approved by the Secretary of 
Defense was occasioned as a result of this Department of Defense di- 
rective. 

Consequently, as a result of the sizable number of units not yet 
planned and as a result of the delays which have occurred, section 
501 of the bill contains an extention of the program for 1 year until 
June 30, 1959. 


Apply $16,500 average to each project rather than to each mortgage 
Existing law limits the cost of a project to an average of $16,500 
er unit. Experience under the program so far has shown that it is 
ifficult to finance large projects under single mortgages. The De- 
artment of Defense has found it necessary to divide some projects 
into several sections and to enter into separate mortgages for each 
section. This has facilitated the placing of mortgages. 

In following military custom, the services are establishing distinct 
areas for officers’ housing and for enlisted men’s housing. Difficulties 
have been encountered in dividing projects into areas so that each 
contains a proportion of officer and enlisted units which would permit 
the services to observe the $16,500 average limitation. Since officers’ 

uarters are usually designed to cost more than enlisted men’s quarters, 
the application of the $16,500 average per mortgage may sometimes 
be exceeded if the mortgage covers only that part of the project con- 
taining officers’ quarters. 

The Department of the Defense has requested that the $16,500 aver- 
age maximum per unit be applied against the project as a whole 
rather than against each mortgage, and section 502 makes this change. 
This change should permit greater flexibility, in that the delineation 
of mortgaged areas will be simplified, and progress by the eligible 
builder in completing the work in individual areas will be facilitated. 
Construction can progress from one area to adjacent areas rather than 
being undertaken in two or more scattered areas simultaneously. 

The committee stresses the point that, while there is a statutory 
limit on the average maximum cost per unit, there is no limit with re- 
spect to the cost of an individual unit. The lack of such a dollar 
limit might encourage the construction of a small number of high- 

riced homes for high-ranking officers. In order to prevent this possi- 
bility, the bill places a limit of $25,000 on any one individual unit, be- 
lieving that this will approximate limits placed on appropriated fund 
housing. The Department of Defense concurs in this action, as in- 
dicated in the following memorandum: 
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OFFICE OF THE AssISTANT SECRETARY OF DEFENSE, 
PROPERTIES AND INSTALLATIONS, 
Washington, D.C. 


Memorandum for Mr. Jack Carter, Staff Member Subcommittee on 
Housing, Senate Banking and Currency Committee. 

Reference is made to your request for information on floor area and 
cost limitations on family housing built with appropriated funds and 
the relationship, if any, of these to limitations on family housing built 
under the Capehart program. 

The following table shows the current statutory limitations on ap- 
propriated fund housing: 


Type of quarters Floor area Cost limit ? 
limit ! 


Square feet 
I ecenmiaeecions 2, 100 
Colonels or captains 1, 670 
Lieutenant colonels and majors or commanders and lieutenant commanders. 1, 400 
Captains and lieutenants or lieutenants and ensigns.......................-- 1, 250 
Enlisted men 





1 Public Laws 626 and 653, 80th Cong. (62 Stat. 375 and 459). 
2 Public Law 157, 84th Cong. (69 Stat. 301, 315). 


The floor area limitations set forth above currently are applicable to 
Capehart housing under the provisions of section 410, bhblie Law 
345, 84th Congress, as amended (see sec. 510, Public Law 1020, 84th 
Cong., 70 Stat. 1091, 1110). 

Cost limitations for Capehart housing are prescribed by section 
803 (b) (3) (B) of the National Housing Act, as amended (see 69 
Stat. 635, 648 and 70 Stat. 1091, 1109). Briefly, these are: (1) an 
average of $16,500 per family unit, (2) the FHA estimate of re- 
placement cost, and (3) the bid of the eligible bidder; it should be 
noted that the FHA estimate cannot exceed $16,500 and that the bid 
of the eligible bidder cannot exceed the FHA estimate. 

It is not feasible to use the cost limits on appropriated fund housing 
for Capehart housing because the former apply to cost of construction 
of the house and utilities only to a distance of 5 feet from the house 
while the Capehart limits apply to the cost of the house plus all util- 
ities on the project site. Utilities in this case refer to utility (gas, 
electricity, water, sewer, etc.) distribution lines and streets, sidewalks, 
curbs, and gutters as well as landscaping. In appropriated funds 
projects, such costs generally amount to $3,000 to $5,000 per unit, with 
even higher costs being found in unusual cases. Thus, under to- 
day’s construction costs, an equitable cost per Capehart unit for gen- 
erals’ houses would be about $25,000. 

Another means of establishing a top limit under the Capehart pro- 
gram would be to base the limit on an estimated cost per square foot. 
Using $12.50 as the cost per square foot (this is very conservative) and 
the current statutory limit of 2,100 square feet, the cost limit would be 
$26,250. 

However, it should be noted that this office believes that the current 
Capehart limitations of 2,100 square feet of floor area and $16,500 per 
unit are entirely adequate when applied in conjunction with adminis- 
trative controls on design, and that imposing additional controls would 
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only serve to reduce the flexibility of administration and operations 
which are now possible under the Capehart program. 
Hartow W. Harvey, dr. 
(For John H. Arrington, Chief Family Housing Division). 
Redefine eligible bid 

The statute presently provides that the mortgage involve a prin- 
cipal obligation in an amount not to exceed (a) the Commissioner’s 
estimate of replacement cost, (6) an average of $16,500 per family unit, 
and (c) the bid of an eligible bidder, whichever is less. 

If the bid of the eligible bidder exceeds replacement cost, it cannot, 
under the strict interpretation of the statute, be acceptable. However, 

ursuant to Memorandum of Agreement between the Department of 
Pefense and the FHA dated December 6, 1955, it is possible under 
certain circumstances for the FHA to revise the replacement cost 
upward, thereby making the lowest eligible bid acceptable. The 
Administration has urged an amendment to provide that the bid of 
the eligible bidder must bear “a reasonable relation to the Commis- 
sioner’s estimate of replacement cost” in lieu of the present provision 
that the bid must not exceed such estimate. 

The committee recognizes that, in large construction projects such 
as most military housing under title VIII, a moderate range among es- 
timates of replacement cost is inevitable, due to cost variances in mate- 
rials, labor, job overhead, and other factors. Because replacement cost 
estimates may vary and because this variance in some cases may neces- 
sitate the rejection of all bids and the abandonment of the project 
or considerable delay in the reissuance of invitations for new bids. 
This Administration recommendation was approved. 


Principle of modular measure 

In the Housing Amendments of 1956, section 405 of the Housing 
Amendments of 1955 was amended to require that plans and speci- 
fications prepared for military housing follow the principle of modu- 
lar measure. The amendment requires that plans be drawn so that 
military housing can be built by conventional construction, site fabri- 
cation, or factory fabrication, whichever the successful bidder ma 
elect. That amendment reaffirmed the committee’s intent that build- 
ers of prefabricated homes should have equal consideration in bidding 
on these military housing projects. The committee wishes to state 
again that the segments of the construction industry that use other 
than conventional methods, such as factory prefabrication, should be 
treated on a parity with other segments of the building industry. 


TrrtE VI—MIscEeLLANEOUS 


COLLEGE HOUSING 


The college housing loan program, originally authorized by the 
Housing Act of 1950, is continuing to relieve in some measure the 
critical shortage of dormitories on college and university campuses. 
This program enables the HHFA Administrator to make direct loans, 
up to 50 years in term, at low interest rates, for the construction of 
housing and related service facilities for college and university stu- 
dents and faculties. 
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The HHFA estimates that by the end of the current fiscal year, 
only $92 million of the $750 million revolving fund will be unallo- 
cated. Agency officials testified that the “need for student hous- 
ing * * * has become more acute during fiscal 1957 and will con- 
tinue to mount during fiscal 1958.” The committee noted that the 
high birthrate during World War II will begin to effect college 
enrollment in calendar year 1960; and, thereafter, in each successive 
year, another and larger group of young men and women will reach 
college age. 

While enrollments in the fall of 1955 were 234 million, an all-time 
high, it is estimated that enrollments will rise to 3 million in 1960, over 
4 million in 1965, and more than 5 million in 1975. Since a dormitory 
will be ready for use in 1960 only if the project is financed in fiscal 
year 1958, the need for loans in the coming year will exceed that in 
any prior year. 

For these reasons, section 601 of the bill increases the authorization 
for college housing loans by $200 million (including $25 million 
reserved for nursing students and interns), as explained below. 

This amount plus the estimated $92 million carryover from existin 
funds should enable the program to operate at a reasonable level 
during fiscal year 1958. These Federal loans are vital to the expansion 
of the Nation’s higher educational institutions, and the program is 
designed to operate without cost to the Federal Government. 

Section 601 also amends the definition of “educational institution” 
in several respects. One modification is intended to remove any doubt 
concerning the eligibility of loans to accredited schools whose sole 
functions are the training of ministers, priests, rabbis, and other 
divinity students. Another change will permit certain State agencies 
or public authorities, which are established to provide housing for 
students and faculties of State educational institutions otherwise 
eligible, to qualify as an eligible borrower under the college housing 
program. The committee learned that educational institutions of this 
kind cannot now participate in this program solely because the State 
agency or public authority has exclusive power to borrow funds for 
the construction of housing. 

In addition, the committee was greatly impressed by a recommenda- 
tion of the American Hospital Association, representing over 5,500 
hospitals in the United States, concerning the housing shortage at 
institutions operating approved schools of nursing or internship train- 
ing. It was pointed out that in order to meet the minimum require- 
ments for the training of nurses that the Nation’s hospitals and nursing 
schools must acquire housing for an additional 75,000 student nurses 
during the next 9 years. A similar critical situation exists in the need 
for the housing of medical interns. After careful consideration of 
this problem, the committee agreed to amend the definition of “educa- 
tional institution” to include “any hospital operating a school of 
nursing beyond the level of high school approved by the appropriate 
State authority, or any hospital approved for internships by recog- 
nized authority, if such hospital is either a public hospital or a private 
hospital, no part of the net earnings of which inures to the benefit of 
any private shareholder or individual.” The bill would authorize an 
additional $25 million for the college housing loan revolving fund, 
earmarked specifically for the construction of housing for student 
nurses and interns. 
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VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Section 602 would extend the Voluntary Home Mortgage Credit 
Program until June 30, 1960. Under present law the program would 
cease operations on June 30, 1957. The VHMCP is intended to assist 
builders and home buyers in obtaining residential mortgage loans in 
small communities and rural areas where mortgage money is scarce 
and to assist minority groups in general without regard to the size of 
the communities in which they live. 

Since it was established by the Housing Act of 1954, the program has 
been successful in assisting the placement of over 28,000 FHA and VA 
loans with private lenders. These loans total about $255 million in 
amount. ‘These figures indicate that the program has been helpful and 
justify the continuation of the program for the next 3 years. 


FARM HOUSING RESEARCH 


Section 603 would authorize and direct the HHFA Administrator 
to make $300,000 available, during each of fiscal years 1958 and 1959, 
for research and study of farm housing in the United States. The 
work would be done by land-grant colleges under terms, conditions, 
and standards specified by the Administrator. The principal objec- 
tive of the program is to improve farm housing conditions by de- 
veloping data and information which will help farmers obtain better 
housing at lower cost. 

The committee is deeply concerned about the poor quality of houses 
in which many of our farmers live. According to the 1950 Census of 
Housing, which contains the latest available data on the quality of 
farm housing, 20 percent of farm houses were in such poor condition 
that they needed to be torn down or extensively repaired or rebuilt. 
This condition may have improved somewhat since then, but there is 
no question about the deplorable condition of many of the homes in 
which this very important segment of American families lives. 

Much of the attention of the Federal Government in the past has 
been devoted to the improvement in the quality of urban housing. 
Farm housing has been neglected and it is believed that studies should 
be made by qualified personnel to develop ways and means to improve 
housing conditions on the farm. 

The studies should identify the problems faced by farmers in financ- 
ing, purchasing, constructing, improving, altering, repairing, and re- 
placing farm dwellings; and should suggest ways and means to over- 
come these problems. 

The problems of reducing housing costs, while at the same time im- 
proving quality, are in many ways identical] for farm and nonfarm 

ousing. The HHFA’s experience with nonfarm housing should be 
invaluable in the administration of this program. 


EXCHANGING HOUSING DATA WITH FOREIGN COUNTRIES 


Section 604 of the bill directs the HHFA Administrator -to ex- 
change with other nations data relating to housing and urban plan- 
ning and development. Because of the significant recent progress 
made in this country in dealing with problems in these fields, the 
Administrator is very frequently called upon to provide information 
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to other countries which the committee believes is helpful to those 
countries in solving similar problems. Furthermore, the committee 
believes that the housing and urban planning experience of many 
other countries (particularly in specialized fields) has been and will 
continue to be helpful to the housing industry, the Congress, and the 
Administrator in developing new methods of meeting related prob- 
lems in this country. 


CHANGES IN Existine Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


NATIONAL HOUSING ACT 


Trrte I—Hovstne RENOVATION AND MopERNIZATION 
fy a” * x 7 o* 7 
INSURANCE OF FINANCIAL INSTITUTIONS 


pas, 8.°F > °° ' 

(g) Any payment for loss made after December 31, 1957, to an 
approved financial institution under this section shall be final and 
incontestable after two years from the date the claim was certified for 
payment by the Commissioner, in the absence of fraud or misrepre- 
sentation on the part of such institution, unless a demand for repur- 
chase of the obligation shall have been made on behalf of the United 
States prior to the expiration of such two-year period. 

[(z2)] (h) The Commissioner is authorized and directed to make 
such rules and regulations as may be necessary to carry out the provi- 
sions of this title. 

. * * . * > * 


Tirte IJ—Morrteace INsuRANCE 
F . oe *x * * * 
INSURANCE OF MORTGAGES 


Sec. 2038 (a) * * * 
* x * * * ’ > 


[(d) The Commissioner is authorized to insure, pursuant to the 
provisions of this section, any mortgage which (A) covers a farm 
upon which a farm house or other farm buildings are to be con- 
structed or repaired, and (B) otherwise would be eligible for insur- 
ance under the provisions of paragraph (b) of this section: Provided, 
That the construction and repairs to be undertaken on such farm shall 
involve the expenditure for materials and labor of an amount not less 
than 15 per centum of the total principal obligation of said mortgage: 
And provided further, That no mortgage shall be insured pursuant 
to this subsection after the effective date of the Housing Act of 1954, 
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except pursuant to a commitment to insure issued on or before such 
date.] 
* + * * * * * 


(i) Notwithstanding any other provision of this section, the Com- 
missioner is authorized to insure any mortgage which involves a princi- 
pal obligation not in excess of [$6,650] $8,000 and not in excess of 95 
per centum of the appraised value, as of the date the mortgage is 
accepted for insurance, of a property in an area where the Commis- 
sioner finds it is not practicable to obtain conformity with many of 
the requirements essential to the insurance of mortgages on housing 
in built-up urban areas, upon which there is located a dwelling 
designed principally for a single family residence, and which is 
approved for mortgage insurance prior to the beginning of construc- 
tion: Provided, That (1), the mortgagor shall be the owner and occu- 
pant of the property at the time of insurance and shall have paid on 
account of the property at least 5 per centum of the Commissioner’s 
estimate of the cost of acquisition in cash or its equivalent, or (2) the 
mortgagor shall be the owner and occupant of the property at the 
time of insurance, regardless of his credit standing, with whom a per- 
son or corporation having a credit standing satisfactory to the Com- 
missioner, shall have entered into a written contract (a) to pay on 
behalf of the prospective owner and occupant all or part of the down- 
payment required by this paragraph agreeing to take as security a 
note from the latter bearing interest at the rate of not more than 
4 per centum per annum, maturing after the last maturity date of 
principal due on the insured mortgage, with a right in the holder to 
accelerate maturity to a date following prepayment of the entire 
mortgage debt, under the terms of which note all rights of such person 
or corporation are subordinated to the rights of the mortgagee or 
assignees of the mortgagee, and (b) to guarantee payment of the 
insured mortgage by the owner and occupant according to the terms 
of the mortgage, or (3) shall be the builder constructing the dwelling; 
in which case the principal obligation shall not exceed 85 per centum 
of the appraised value of the property or [$5,950] $7,200: Provided 
further, That the Commissioner finds that the project with respect to 
which the mortgage is executed is an acceptable risk, giving considera- 
tion to the need for providing adequate housing for families of low 
and moderate income particularly in suburban and outlying areas or 
small communities: Provided further, That under the foregoing pro- 
visions of this subsection the Commissioner is authorized to insure any 
mortgage issued with respect to the construction of a farm home on a 
plot of land five or more acres in size adjacent to a public highway, 
the total amount of insurance outstanding at any one time under this 
proviso not to exceed $100,000,000. 


* * * * * * * 


PAYMENT OF INSURANCE 


Src. 204. (a) * * * 

(d) The debentures issued under this section to any mortgagee 
with respect to mortgages insured under section 203 shall be executed 
in the name of the Mutual Mortgage Insurance Fund as obligor, 
shall be signed by the Commissioner by either his written or en- 
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graved signature, and shall be negotiable and the debentures issued 
under this section to any mortgagee with respect to mortgages in- 
sured under section 210 shall be executed in the name of the Housing 
Insurance Fund as obligor, shall be signed by the Commissioner b 
either his written or engraved signature, and shall be negotiable. Ait 
such debentures shall be dated as of the date foreclosure proceedings 
were instituted, or the rope was otherwise acquired by the mort- 

agee after default, and shall bear interest from such date at a rate 
determined by the Commissioner, with the approval of the Secre- 
tary of the Treasury, at the time the mortgage was offered for insur- 
ance, but not to exceed 3 per centum per annum] established by the 
Commissioner pursuant to section 224, payable semiannually on the 
1st day of January and the 1st day of July of each year, and shall 
mature twenty years after the date thabeot. Aegon 

* * * * * * * 


(k) Notwithstanding any other provisions of this section or of 
section 604 or 904, with respect to any debentures issued pursuant 
to this section or section 604 or 904, the Commissioner may (1) in- 
clude in such debentures reasonable payments made by the mortgagee, 
with the approval of the Commissioner, for the purpose of protect- 
ing, operating, or preserving the property, and taxes imposed upon 
any deed or other instrument by which the property was acquired by 
the mortgagee and transferred or conveyed to the fee mein and 
(2) terminate the mortgagee’s obligation to pay mortgage insurance 
premiums upon receipt of an application for debentures filed by the 
mortgagee. 


oe & * * * * * 
RENTAL HOUSING INSURANCE 


Src. 207. (a) * * * 


(c) To be eligible for insurance under this section a mortgage on 
any property or project shall involve a principal obligation in an 
amount— 

(3) not to exceed, for such part of such property or project as 
may be attributable to dwelling use, $2,250 per room (or $8,100 
per family unit if the number of rooms in such property or proj- 
ect is less than four per family unit) or not to exceed $1,000 per 
space or $300,000 per mortgage for trailer courts or parks: Pro- 
vided, That as to projects to consist of elevator type structures, 
the Commissioner may, in his discretion, increase the dollar 
amount limitation of $2,250 per room to not to exceed $2,700 per 
room and the dollar amount limitation of $8,100 per family unit 
to not to exceed $8,400 per family unit, as the case may be, to 
compensate for the higher costs incident to the construction of 
elevator-type structures of sound standards of construction and 
design; except that the Commissioner may, by regulation, in- 
crease any of the foregoing dollar amount limitations [per room] 
contained in this paragraph by not to exceed $1,000 per room 
without regard to the number of rooms being less than four, or 
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om or more, in any geographical area where he finds that cost 
evels so require. 

Notwithstanding any of the limitations contained in paragraphs 
(2) and (3) of this subsection, if the entire property or project is 
specially designed for the use and occupancy of elderly persons in 
accordance with standards established by the Commissioner and the 
mortgagor is a financially qualified nonprofit organization acceptable 
to the Connnidsionie, the aoe may involve a principal obliga- 
tion not in excess of $8,100 per eae unit (or $8 per Jomily unit 
in the case of projects to consist of elevator-type structures) for such 
part of such property as may be attributable to dwelling use and not 
in excess of 90 per centum of the amount which the Commissioner 
estimates will be the replacement cost of such property or project 
when the proposed physical improvements are olaphane : Provided, 
That the Commissioner shall prescribe such procedures as in his 
judgment are necessary to secure to elderly persons priorities in occu- 

ancy of the units designed for their use, and may permit single elder- 
by persons to use and occupy such units. 

~ * cS * * * * 


(i) Debentures issued under this section shall be executed in the 
name of the Housing Insurance Fund as obligor, shall be signed b 
the Commissioner, by either his written or engraved signature, shail 
be negotiable, and shall be dated as of the date of default as deter- 
mined in subsection (g) of this section and shall bear interest from 
such date. They shall bear interest at a rate [determined by the Com- 
missioner with the approval of the Secretary of the Treasury, at the 
time the mortgage was insured, but not to exceed 3 per centum per 
annum] established by the Commissioner pursuant to section 224 pay- 
able semiannually on the 1st day of January and the Ist day of July of 
each year, and shall mature twenty years after the date thereof. * * * 

* * * * * * * 


[(q) In order to assure an adequate market for mortgages on co- 
operative-ownership projects and rental-housing projects for families 
of lower income and veterans of the character described in the second 
proviso of paragraph numbered (2) of subsection (c) of this sec- 
tion, the powers of the Federal National ee Association and of 
any other Federal corporation or other Federal agency hereafter 
established, to make real-estate loans, or to purchase, service, or sell 
any mortgages, or partial interests therein, may be utilized in connec- 
tion with projects of the character described in said proviso.] 

* * * * * * - 


COOPERATIVE HOUSING INSURANCE 


Src. 213. (a) ** * 


* * * * * 


* + 

(e) The provisions of subsections (d), (e), (g), (h), (i), (j), (k), 
(1), (m), (n), and (p) of section 207 of this title shall be applicable 
to mortgages insured under this section except individual mortgages 
insured pursuant to subsection (d) of this section covering the in- 


dividual dwellings in the project, and as to such individual mortgages 
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the provisions of subsections (a), (c), (d), (e), (f), (g), [and] (h), 
and (j) of section 204 shall be applicable. 


* * * * * * * 


(z) Nothing in this Act shall be construed to prevent the insurance 
of a mortgage under this section executed by a mortgagor of the char- 
acter described in paragraph (1) of subsection (a) of this section cov- 
ering property upon which dwelling units and related facilities have 
been constructed prior to the filing of the application for mortgage 
insurance hereunder: Provided, That as to any project on which con- 
struction was commenced after the date of enactment of the Housing 
Act of 1957, the mortgage on such project shall be eligible for insur- 
ance under this section only in those cases where the construction was 
subject to inspection by the Commissioner and where there was com- 
pliance with the provisions of section 212 of this title: And provided 
further, That in the case of properties other than new construction, 
the limitations in this section upon the amount of the mortgage shall 
be based upon appraised value rather than upon the Commissioner's 
estimate of the replacement cost. 

* * * * * * * 


Sec. 219. Notwithstanding limitations contained in any other sec- 
tions of this Act as to the use of moneys credited to the Title I Hous- 
ing Insurance Fund, the Housing Insurance Fund, the War Housing 
Insurance Fund, the Housing Investment Insurance Fund, the Mili- 
tary Housing Insurance F und, the Defense Housing Insurance Fund, 
[or the Section 220 Housing Insurance F und] the Section 220 Hous- 
ang Insurance Fund, the Section 291 Housing Insurance Fund, or the 
Servicemen’s Mortgage Insurance Fund, the Commissioner is hereby 
authorized to transfer funds from any one or more of such Insurance 
Funds to any other such fund in such amounts and at such times as 
the Commissioner may determine, taking into consideration the re- 
quirements of such Funds, separately and jointly to carry out effec- 
tively the insurance programs for which such Funds were established. 

* * * * * * * 


REHABILITATION AND NEIGHBORHOOD CONSERVATION HOUSING INSURANCE 


Sec. 220. (a) * * * 


* *x * ES * * * 


(f) The mortgagee shall be entitled to receive the benefits of the 
insurance as hereinafter provided— 


(1) as to mortgages meeting the requirements of paragraph 
(3) (A) of subsection (d) of this section, as provided in section 
204 (a) of this Act with respect to mortgages insured under sec- 
tion 203; and the provisions of subsections (b), (c), (d), (e), 
(f), (gz), [and] (h), and (/) of section 204 of this Act shall be 
applicable to such mortgages insured under this section, except 
that all references therein to the Mutual Mortgage Insurance 
Fund or the Fund shall be construed to refer to the Section 220 
Housing Insurance Fund and all references therein to section 203 
shall be construed to refer to this section ; or 
* * * * * * * 
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[Szc. 221. (a) This section is designed to supplement systems of 
mortgage insurance under other provisions of the National Housing 
Act in order to assist in relocating families from urban renewal areas 
and in relocating families to be displaced as the result of govern- 
mental action in a community respecting which (1) the Housing and 
Home Finance Administrator has made the certification to the Com- 
missioner provided for by subsection 101 (c) of the Housing Act of 
1949, as amended, or (2) there is being carried out a project covered 
by a Federal aid contract executed, or prior approval granted, by the 
Housing and Home Finance Administrator under title I of the Hous- 
ing Act of 1949, as amended, before the effective date of the Housing 
Act of 1954, or (3) there is being carried out an urban renewal project 
assisted under section 111 of the Housing Act of 1949, as amended. 

[Mortgage insurance under this section shall be available only in 
those localities or communities which shall have requested such mort- 
gage insurance to be provided: Provided, That the Commissioner 
shall prescribe such procedures as in his judgment are necessary to 
secure to the families, referred to above, a preference or priority 
of opportunity to purchase or rent such dwelling units: Provided 
further, That the total number of dwelling units in properties cov- 
ered by mortgage insurance under this section in any such communit 
shall not exceed the aggregate number of such dwelling units which 
the Housing and Home Finance Administrator, from time to time, 
certifies to the Commissioner to be needed for the relocation of fam- 
ilies referred to above and who would be eligible to rent or purchase 
dwelling accommodations in properties covered by mortgage insurance 
authorized by this section: Provided further, That, with respect 
to any community referred to in clause (1) of this subsection, said 
Administrator shall not certify any dwelling units during any period 
when, in his opinion, the locality fails to carry out the workable 
program upon which said Administrator based the certification to 
the Commissioner that mortgage insurance under this section may 
be made available in such community: And provided further, That 
with respect to any community referred to in clause (2) or (3) 
of this subsection (but not clause (1) thereof), the number of dwelling 
units certified by said Administrator shall not exceed the number 
which he estimates to be needed for the relocation of such displaced 
families during the period when the project referred to in said clause 
(2) or (3) is being carried out.] 


Sec. 221. (a) (1) This section is designed to supplement systems 
of mortgage insurance under other provisions of the National Hous- 
ing Act in order to assist certain segments of the population to which 
adequate housing is not available under existing private financing 
programs to obtain adequate living accommodations. In carrying out 
the purposes of this section, the Commissioner shall prescribe such 
procedures as in his judgment are necessary to secure a preference or 

riority of opportunity to purchase or rent dwelling units covered 
ey mortgage insurance under this section to persons included within 
the following categories, and to persons within such additional cate- 
gories as the Commissioner may by regulation prescribe: (A) persons 
affected by urban renewal activities, (B) persons of moderate income, 
(C) persons whose inability to obtain adequate living accommodations 
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in privately financed housing is attributable to race, creed, or color, 
(D) elderly persons, and (E£') persons having five or more dependents; 
(2) As used in this subsection— 

(A) the term “person affected by urban renewal activities” 
means an individual or family from an urban renewal area, or an 
individual or family displaced as a result of governmental action, 
in a community respecting which (i) the Housing and Home 
Finance Administrator has made the certification to the Com- 
missioner provided for by section 101 (c) of the Housing Act of 
1949, or (ti) there is being carried out a project covered by a | 
Federal-aid contract executed, or prior approval granted, by the 
Housing and Home Finance Administrator under title I of such 
Act before the effective date of the Housing Act of 1954, or (iit) 
there is being carried out an urban renewal project assisted under 
section 111 of the Housing Act of 1949, as amended; 

(B) the term “person of moderate income” means an individual 
or family whose income is not sufficient to rent new privately 
financed housing with total monthly housing expenditures of 20 
per centum of the normal stable income of such individual or 
family; 

(C) the term “elderly person” means a single person sixty 
years of age or over, or a family the head of which (or his spouse 
as siaty years of age or over; 

(D) the term “dependent” means any person who may be con- 
sidered a dependent under section 152 of the Internal Revenue 
Code of 1954, including a spouse. 
™ a ~ * 

(d) To be eligible for insurance under this section, a mortgage 
shall— 

(1) have been made to and be held by a mortgagee approved by 
the Commissioner as responsible and able to service the mortgage 
properly ; 

[(2) involve a principal obligation (including such initial serv- 
ice charges, appraisal, inspection, and other fees as the Commis- 
sioner shall approve) in an amount not to exceed $9,000 except 
that the Commissioner may by regulation increase this amount to 
not to exceed $10,000 in any geographical area where he finds 
that cost levels so require, and not to exceed the appraised value 
(as of the date the mortgage is accepted for insurance) of a 
property upon which there is located a dwelling designed prin- 
cipally for a single-family residence, less such amount as may be 
necessary to comply with the succeeding proviso: Provided, That 
the mortgagor shall be the owner and occupant of the property at 
the time of the insurance and shall have paid on account of the 
property at least $200 in cash or its equivalent (which amount 
may include amounts to cover settlement costs and initial pay- 
ments for taxes, hazard insurance, mortgage insurance premium, 
and other prepaid expenses) : Provided further, That nothing con- 
tained herein shall preclude the Commissioner from issuing & 
commitment to insure and insuring a mortgage pursuant thereto 
where the mortgagor is not the owner and occupant and the prop- 
erty is to be built or acquired and repaired or rehabilitated for 
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sale and the insured mortgage financing is required to facilitate 
the construction or the repair or rehabilitation of the dwelling 
and provide financing pending the subsequent sale thereof’to a 
qualified owner-occupant, and in such instances the mortgage shall 
not exceed 85 per centum of the appraised value; or] as 
(2) involve a principal obligation (including such initial 
service charges, appraisal, inspection, and other fees as the Com- 
missioner shall approve) in an amount (A) not to exceed (7) 
$12,500 in the case of a property upon which there is located a: 
dwelling designed principally for a single-family residence, except 
that the Commissioner may by regulation increase this amount to 
not to exceed $15,000 in any geographical area where he finds that 
cost levels so require, (ti) $18,000 wn the case of a property upon 
which there is located a dwelling designed principally for a two- 
family residence, except that the Commissioner may by regulation 
increase this amount to not to exceed $20,000 in any geographical 
area where he finds that cost levels so require, (iii) $25,000 in the 
case of a property upon which there is located a dwelling designed 
principally for a three-family residence, except that the Commis- 
sioner may by regulation increase this amount to not to exceed 
$27,500 in any geographical area where he finds that cost levels 
so require, (iv) $32,000 in the case of property upon which there 
is located a dwelling designed principally for a four-family resi- 
dence, except that the Commissioner may by regulation increase 
this amount to not to exceed $35,000 in any geographical area 
where he finds that cost levels so require; and (B) not to exceed 
the appraised value (as of the date the mortgage is accepted for 
insurance) of any such property, less such amount, in the case of 
any mortgagor, as may be necessary to comply with the succeeding 
provisos: Provided, 
That if the mortgagor is the owner and an occupant of the prop- 
erty at the time of the insurance, he shall have paid on account 
of the property at least (i) $200 in the case of a single-family 
dwelling, (ti) $400 in the case of a two-family dwelling, (iii) 
$600 in the case of a three-family dwelling, and (iv) $800 in the 
case of a four-family dwelling, in cash or its equivalent (which 
amount may include amounts to cover settlement costs and initial 
payments for taxes, hazard insurance, mortgage insurance pre- 
mium, and other prepaid expenses) : Provided further, That noth- 
ing contained herein shall preclude the Commissioner from issuing 
a commitment to insure, and insuring a mortgage pursuant 
thereto, where the mortgagor is not the owner and an occupant 
of the property, if the property is to be built or acquired and re- 
paired or rehabilitated for sale, and the insured mortgage financ- 
ing is required to faciiltate the construction, or the repair or re- 
habilitation, of the dwelling and to provide financing pending 
the subsequent sale thereof to a qualified owner who is also an 
occupant thereof, but in such instances the mortgage shall not 
excced 85 per centum of the appraised value: And provided fur- 
ther, That the Commissioner shall prescribe such procedures as 
in his judgment are necessary to secure to families, referred to in 
subsection (a) above, priorities in occupancy of the remaining 
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units of two, three, and four-family dwellings after occupancy 
of one unit by the owner; or 
* * * * * * eo 
(4) provide for complete amortization by periodic payments 
within such terms as the Commissioner may prescribe, but not to 
exceed forty years from the date of insurance of the mortgage or 
three-quarters of the Commissioner’s estimate of the remaining 
economic life of the building improvements, whichever is the 
lesser; bear interest (exclusive of premium charges for insurance 
and service charge, if any) at not to exceed [5 per centum per 
annum on the amount of the principal obligation outstanding at 
any time, or not to exceed such per centum per annum not in excess 
of 6 per centum as the Commissioner finds necessary to meet 
the mortgage market] 4 per centum per annum on the amount of 
the principal obligation outstanding at any time; and contain 
such terms and provisions with respect to the application of the 
mortgagor’s periodic payment to amortization of the principal of 
the mortgage, insurance, repairs, alterations, payment of taxes, 
default reserves, delinquency charges, foreclosure procedures, 
anticipation of maturity, additional and secondary liens, and 
other matters as the Commissioner may in his discretion pre- 
scribe. 
a x * * * * * 
‘(g) The mortgagee shall be entitled to receive the benefits of the 
insurance as hereinafter provided— 
(1) as to mortgages meeting the requirements of paragraph (2) 
of subsection (d) of this section, as provided in section 204 (a) 
of this Act with respect to mortgages insured under section 203, 
and the provisions of subsections (b), (c), (d), (e), (f), (g), 
[and] (h), and (7) of section 204 of this Act shall be applicable 
to such mortgages insured under this section, except that all 
references therein to the Mutual Mortgage Insurance Fund or the 
Fund shall be construed to refer to the Section 221 Housing In- 
surance Fund and all references therein to section 203 shall be 
construed to refer to this section; or 
* * * * * * oo 
(2) Nothing in this Act shall be construed to prevent the insurance 
of amortgage under this section covering a housing project containing 
dwelling units designed for occupancy by single persons, and such 
dwelling units shall constitute family units within the meaning of this 
section. 
MORTGAGE INSURANCE FOR SERVICEMEN 


Sec. 222. (a) * * * 
* * * * 7 e * 


(e) The provisions of subsections (b), (c), (d), (e), (f), (g), 
[and] (h), and (7) of section 204 shall apply to mortgages insure 
under this section, except that as applied to those mortgages (1) all 
references to the “Fund”, or “Mutual Mortgage Insurance Fund”, 
shall refer to the “Servicemen’s Mortgage Insurance Fund”, and (2) 
all references to “section 203” shall refer to this section. 

. » . * + » ° 
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MISCELLANEOUS HOUSING INSURANCE 


Src. 223. (a) Notwithstanding any of the Mero of this title, 
and without regard to limitations upon eligibility contained in sec- 
tion 203, 207, [or] 213, or 222 the Commissioner 1s authorized, upon 
application by the mortgagee, to insure or make commitments to in- 
| sure under section 203, 207, [or] 213, or 222 of this title any mort- 
gage— 
* * * * * * * 
(4) executed in connection with the sale by the Government 
or any agency or official thereof, of re housing (including oe 
property acquired, held, or constructed in connection therewit 
| or to serve the inhabitants thereof) pursuant to the Atomic 
Energy Community Act of 1955, as amended: Provided, That 
such insurance shall be issued without regard to any preferences 
or priorities except those prescribed by this Act or the Atomic 
Energy Community Act of 1955, as amended; or 
* *x * * * * * 


(7) given to refinance an existing mortgage insured under sec- 
tion 608 of title VI prior to the effective date of the Housing Act 
of 1954 or under section 903 or section 908 of title IX: Provided, 
That the principal amount of any such refinancing mortgage shall 
not exceed the original principal amount or the unexpired term 
of such existing mortgage and shall bear interest at a rate not 
in excess of the maximum rate applicable to loans insured under 
section 203, 207, [or] 213, or 222, as the case may be, except that 
in any case involving the refinancing of a loan insured under sec- 
tion 608 or 908 in which the Commissioner determines that the 
insurance of a mortgage for an additional term will inure to the 
benefit of the applicable insurance fund, taking into considera- 
tion the outstanding insurance liability under the existing in- 
sured mortgage, such refinancing mortgage may have a term not 
more than twelve years in excess of the unexpired term of such 
existing insured mortgage: [Provided, That a mortgage of the 
character described in paragraph (1), (2), (3), (4), (5), or (6) 
shall have a maturity satisfactory to the Commissioner, but not 
to exceed the maximum term applicable to loans insured under 
section 203, 207, or 213, as the case may be, and shall involve a 
principal obligation (including such initial service charges, ap- 
praisal, inspection, and other fees as the Commissioner shall ap- 
prove) in an amount not exceeding 90 per centum of the appraised 
value of the mortgaged property, as determined by the CSuauaies 
sioner, and bear interest (exclusive of premium charges and serv- 
ice charges, if any) at not to exceed the maximum rate applicable 
to loans insured under section 203, 207, or 213, as the case may 
be, except that where a mortgage of a character described in para- 
graph (1), (2), (8), (4), or (6) covers property held by a non- 
profit cooperative ownership housing corporation or nonprofit 
cooperative ownership housing trust, the permanent occupancy 
of the dwellings of which is restricted to members of such cors 
porations or to beneficiaries of such trust, if at least 65 per 
centum of such members:or beneficiaries are veterans, such princi-< 
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pal obligation may be in an amount not exceeding 95 per centum 
of such appraised value]. Provided further, That a mortgage 
of the character described in paragraphs (1) through (6) of this 
subsection shall have a maturity, a principal obligation, and an 
interest rate not in excess of the maxima applicable to loans in- 
sured under section 203, 207, 213, or 222, as the case may be, ea- 
cept that in no case may the principal obligation of a mortgage 
referred to in paragraph (5) of this subsection exceed 90 per 
centum of the appraised value of the mortgaged property. 

* * * * * * * 


FHA APPRAISAL TO HOME BUYERS 


Src. 226. The Commissioner is hereby authorized and directed 
to require that, in connection with any property upon which there 
is located a dwelling designed principally for a single-family resi- 
dence or a two-family residence and which is approved for mortgage 
insurance under section 203, 213 with respect to any property or proj- 
ect of a corporation or trust of the character described in paragraph 
numbered (2) of subsection (a) thereof, 220, 221, 222, or 903 of this 
Act, the seller or builder or such other person as may be designated 
by the Commissioner shall agree to deliver, prior to the sale of the 
property, to the person purchasing such dwelling for his own occu- 
pancy, a written statement setting forth the amount of the appraised 
value of the property as determined by the Commissioner. This sec- 
tion shall not apply in any case where the mortgage involved was in- 
sured or the commitment for such insurance was issued prior to the 
effective date of the Housing Act of 1954. Notwithstanding the first 
sentence of this section, the Commissioner is authorized to require, in 
connection with any mortgage where the mortgage amount 78 com- 
puted on the basis of the Commissioner's estimate of the replacement 

cost of the property, that a written statement setting forth such esti- 
mate be furnished under this section in lieu of a written statement 
setting forth the amount of the appraised value of the property. 


* * * * * * * 


Sec. 229. (a) Notwithstanding any other provision of this title, and 
in addition to mortgages insured under section 203 or 207, the Com- 
missioner may insure and make commitments to insure any mortgage 
under this section which meets, except as hereinafter provided, the 
eligibility requirements set forth in such sections: Provided, That no 
mortgage shall be insured under this section unless the Secretary of 
Defense or his designee shall have certified to the Commissioner that 
the housing with respect to which the mortgage is issued is necessary 
in the interest of national defense. Such certification shall be evi- 
dence to the Commissioner of the need for such housing and that such 
project or property is an acceptable risk in place of any other require- 
ment in this Act that the project or property meet a requirement of 
economic soundness: Provided, That the Secretary of his designee 
with the approval of the Commissioner shall have determined that 
adequate housing is not available for personnel of the armed services 
at reasonable rentals within reasonable commuting distance of the in- 
stallation and that the mortgaged property will not so far as can 


| 
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reasonably be foreseen substantially curtail occupancy in, existing 
housing covered by mortgages insured under this Act. pg 

(6) Except as otherwise provided herein, the provisions of this title 
relating to mortgages insured under section 203 or 207, respectively, 
shall be applicable to mortgages insured under this section which meet 
the eligibility requirements of such sections. 

(c) The Commissioner shall require that each dwelling covered by 
a mortgage insured under this section shall be held for rental for a 
period of not less than four years after the dwelling is made available 
for initial occupancy or untu advised by the Secretary of Defense or 
his designee that the housing may be released from such rental con- 
ditions. Priority in sale or rental of dwellings covered by mortgage 
insured under this section shall be required and given to essential 
military and permanent personnel of the armed services as evidenced 
by certification issued by the Secretary of Defense or his designee. 


Trrite [1]—Frperat Nationat Morreace Association 


e e * * * ” + 
CAPITALIZATION 
Sec. 303. * * * 
a +. * +” * * 7 


(d) Within ninety days following the effective date of the Housing 
Act of 1954, as of the day following a cutoff date to be determined by 
the Association, the Association is authorized and directed to issue 
and deliver to the Secretary of the Treasury, and the Seeretary of 
the Treasury is authorized and directed to accept, preferred stock of 
the Association having an aggregate par value equal to the sum of 
(1) the amount of $21,000,000 (being the amount of the original 
subscription for capital stock of $20,000,000 and paid-in surplus of 
$1,000,000 of the Association) and (2) an amount equal to the Associa- 
tion’s surplus, surplus reserves, and undistributed earnings, computed 
as of the close of the cutoff date. In addition to the preferred stock 

rovided for in the first sentence of this subsection, the Association 
1s authorized and directed to issue and deliver to the Secretary of the 
Treasury, and the Secretary of the Treasury is authorized and di- 
rected to accept, preferred stock of the Association having an aggre 
gate par value equal to [$59,000,000] $700,000,000. 

(e) The preferred stock of the Association delivered to the Secre- 
tary of the Treasury pursuant to the first sentence of subsection (d) 
of this section shall be in exchange for (1) the note or notes evi- 
dencing the aforesaid original $21,000,000 (upon which the accrued 
interest shall have been paid through the cutoff date referred to in 
subsection (d) of this section), and (2) the release to the Association 
of any and all rights or claims which the United States might other- 
wise have or claim in and to the Association’s capital, surplus, sur- 
plus reserves, and undistributed earnings, computed as of the close 
of the aforesaid cutoff date. The preferred stock of the Association 
delivered to the Secretary of the Treasury pursuant to the second 
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sentence of subsection (d) of this section shall be in exchange for a 
note or notes of the Association, aggregating [$50,000,000] $200,- 
000,000 in principal amount (and upon which the accrued interest 
shall have been paid through the date of delivery), held by the 
Secretary of the Treasury pursuant to the entity contained in 


section 304 (c). 
* * * * * * 


SECONDARY MARKET OPERATIONS 


Src. 304. * * * 


* * * * * * * 


(c) The Secretary of the Treasury is authorized in his discretion 
to purchase any obligations issued pursuant to subsection (b) of this 
section, as now or hereafter in force, and for such purpose the Sec- 
retary of the Treasury is authorized to use as a public debt transac- 
tion the proceeds of the sale of any securities hereafter issued under 
the Second Liberty Bond Act, as now or hereafter in force, and the pur- 
poses for which securities may be issued under the Second Liberty 
Bond Act, as now or hereafter in force, are extended to include such 
purchases. The Secretary of the Treasury shall not at any time 
purchase any obligations under this subsection if (1) all of the pre- 
ferred stock of the Association held by the Secretary of the Treasury 
has been retired, or (2) such purchase would increase the aggregate 
principal amount of his then outstanding holdings of such obliga- 
tions under this subsection to an amount greater than ([$1,350,000,000] 
$2,100,000,000. Each purchase of obligations by the Secretary of 
the Treasury under this subsection shall be upon such terms and 
conditions as to yield a return at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average rate 
on outstanding marketable obligations of the United States as of the 
last day of the month preceding the making of such purchase. The 
Secretary of the Treasury may, at any time, ‘sell, upon such terms and 
conditions and at such price or prices as he shall determine, any of the 
obligations acquired by him under this subsection. All redemptions, 
purchases, and sales by the Secretary of the Treasury of such obliga- 
tions under this subsection shall be treated as public debt transactions 
of the United States. 

(d) The Association may not purchase participations in its opera- 
tions under this section. 


SPECIAL ASSISTANCE FUNCTIONS 


Src, 805. (a) To carry out the purposes set forth in paragraph (b) 

of section 301, the President, after taking into account (1) the condi- 
tions in the building industry and the national economy and (2) con- 
ditions affecting the home mortgage investment market, generally, 
or affecting various types or classifications of home mortgages, or 
both, and after determining that such action is in the public interest, 
may ‘under this section authorize the Association, for such period of 
time and to such extent as he shall prescribe, to exercise its powers 
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to make commitments to purchase and to purchase such types, classes, 
or categories of home mortgages (including participations therein) 
as he shall determine. 

(b) The operations of the Association under this section shall be 
confined, so far as practicable, to mortgages (including participa- 
tions) which are deemed by the Association to be of such quality as 
to meet, substantially and generally, the purchase standards imposed 
by private institutional mortgage investors but which, at the time 
of submission of the mortgages to the Association for purchase, are 
not necessarily readily acceptable to such investors. Notwithstanding 
any other provision of this section, the price to be paid by the Associ- 
ation for mortgages purchased in its operations under this section, 
during a period of [one year] two years from the date of the enact- 
ment of the Housing Act of 1956, shall be not less than 99 per centum 
of the unpaid principal amount thereof at the time of purchase, with 
adjustments for interest and any comparable items. he Associa- 
tion shall impose charges or fees for its services under this section 
with the objective that all costs and expenses of its operations under 
this section should be within its income derived from such operations 
and that such operations should be fully self-supporting.] 7Z'he Asso- 
ciation shall impose charges or fees for its services under this section, 
an an amount not to exceed 1 per centum of the unpaid principat 
amount of any mortgage for its commitment and its purchase of such 
mortgage, with the objective that all costs and expenses of its opera- 
tions under this section should be within its income derived from such 
operations and that such operations should be fully self-supporting. 
Not more than one-half of the charges or fees imposed under the pres 
ceding sentence with respect to any mortgage shall be coilected at the 


time of the issuance of the commitment with respect to such mortgage, 


and the balance of such charge or fee shall be collected at the time of 
the purchase of the mortgage. 

[(c) The total amount of purchases and commitments authorized 
by the President pursuant to subsection (a) of this section shall not 
exceed $200,000,000 outstanding at any one time: Provided, That 
notwithstanding such limitation, the President pursuant to subsection 
(a) of this section may also authorize the Association to exercise its 
powers to enter into commitments to purchase immediate participa- 
tions and to make related deferred participation agreements as here- 
inafter in this subsection provided, but only to the extent that the 
total amount of such immediate participation commitments and pur- 
chases pursuant thereto (but not including the amount of any related 
deferred participation agreements or purchases pursuant thereto) 
shall not in any event exceed $100,000,000 outstanding at any one 
time, and any such deferred participation agreements shall be made 
by the Association only on the basis of a commitment by it to pur- 
chase an immediate participation of a 20 per centum undivided inter- 
est in each mortgage and a related deferred participation agreement 
by the Association to purchase the remaining outstanding interest in 
such mortgage conditional upon the occurrence of such a default as 
gives rise to the right to foreclose.] 

(c) The total amount of purchases and commitments authorized 
by the President pursuant to subsection (a) of this section shall not 
exceed $450,000,000 outstanding at any one time, 
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(d) The Association may issue to the Secretary of the Treasury its 
obligations in an amount outstanding at any one time sufficient to 
enable the Association to carry out its functions under this section, 
such obligations to mature not more than five years from their respec- 
tive dates of issue, to be redeemable at the option of the Association 
before maturity in such manner as may be stipulated in such obliga- 
tions. Each such obligation shall bear interest at a rate determined by 
the Secretary of the Treasury, taking into consideration the current 
average rate on outstanding marketable obligations of the United 
States as of the last day of the month preceding the issuance of the 
obligation of the Association. The Secretary of the Treasury is 
authorized to purchase any obligations of the Association to be issued 
under this section, and for such purpose the Secretary of the Treasury 
is authorized to use as a public debt transaction the proceeds from 
the sale of any securities issued under the Second Liberty Bond Act, 
as now or hereafter in force, and the purposes for which securities 
may be issued under the Second Liberty Bond Act, as now or hereafter 
in force, are extended to include any purchases of the Association’s 
obligations hereunder. 

[(e) Notwithstanding any other provision of this Act, the Asso- 
ciation is authorized to enter into advance commitment contracts and 
purchase transactions which do not exceed $100,000,000 outstanding at 
any one time, if such commitments or transactions relate to mortgages 
with respect to which the Federal Housing Commissioner shall have 
issued pursuant to section 213 either a commitment to insure or a 
statement of eligibility ; but such commitments in any one State shall 
not exceed $10,000,000 outstanding at any one time.] 

(e) Notwithstanding any other provision of this Act, the Asso- 
ciation is authorized to enter into advance commitment contracts and 
purchase transactions which do not exceed $350,000,000 outstanding 
at any one time, if such commitments or transactions relate to mort- 
gages with respect to which the Federal Housing Commissioner shall 
have issued pursuant to section 213 either a commitment to insure or 
a statement of eligibility; but such commitments in any one State 
shall not exceed $35,000,000 outstanding at any one time: Provided 
That (1) of the total amount of advance commitment contracts and 
purchase transactions authorized by this subsection, the amount of 
$175.000,000 thereof shall be available solely for commitments or 
purchases of mortgages where the management or sales-type coopera- 
tive involved is certified by the Federal Housing Commissioner as 
consumer-sponsored, and (2) of the commitments in any one State, 
not more than $17,500,000 shall be outstanding at any one time for 
mortgages with respect to cooperative projects which are not of the 
type described in clause (1) of this proviso. 

(f) Notwithstanding any other provisions of this Act, the Associa- 
tion is authorized to make commitments to purchase and to purchase, 
service, or sell, any mortgage (or participation therein) which is 
insured under title VIII of this Act, as amended on or after August 
11, 1955: Provided, That the total amount of purchases and commit- 
ments authorized by this subsection shall not exceed [$200,000,000} 
$400,000,000 outstanding at any one time: Provided further, That not 
less than 714 per centum of the amount authorized in the preceding 
proviso shall be available for such purchases and commitments with 
respect to mortgages insured under section 809. 


ite ee 
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(g) Notwithstanding any other provision of this Act, the Associa- 
tion is authorized to make commitments to purchase and to purchase, 
service, or sell, any mortgage, which is insured under section 221 of 
this Act: Provided, That the total amount of purchases and com- 
mitments authorized by this subsection shall not exceed $250,000,000 
outstanding at any one time. 

(h) Notwithstanding any other provision of hate Act, the Associa- 
tion may make loans for the construction o of housing project, if 
(1) such construction advances are insure er this Act, (2) the 
Association has issued a commitment to purchase a mortgage on such 
housing project, and (3) the Association determines that such financ- 
ing is not otherwise available on reasonable terms. The Association 
may impose charges or fees for its services in providing financial 
assistance under this subsection in an amount not to exceed one 
centum of the principal amount of any loan made or participated in 
hereunder. 


Trrte VIII—Armep Services Houstne Mortcace INsurRANCE 
s oo a a * 2 * 


Sec. 803. (a) In order to assist in relieving the acute shortage and 
urgent need for family housing which now exists at or in areas ad- 
jacent to military installations because of uncertainty as to the 
permanency of such installations and to increase the supply of neces- 
sary family housing accommodations for personnel at such installa- 
tions, the Commissioner is authorized, upon application of the mort- 
gagee, to insure mortgages (including advances on such mortgages 
during construction) which are eligible for insurance as hereinafter 
provided, and upon such terms as the Commissioner may prescribe, 
to make commitments for so insuring such mortgages prior to the 
date of their execution or disbursement thereon: Provided, That the 
aggregate amount of principal obligations of all mortgages insured 
under this title (except mortgages insured pursuant to the provisions 
of this title in effect prior to the enactment of the Housing Amend- 
ments of 1955) shall not exceed $2,300,000,000: And “provided 
further, That the limitation in section 217 of this Act shall not a 
ply to this title: And provided further, That no mortgage shall 
insured under this title after [June 30, 1958] June 30, 1959, except 
pursuant to a commitment to insure issued before such date. 

(b) To be eligible for insurance under this title a mortgage shall 
meet the following conditions: 

+ * * * * * + 


(3) The mortgage shall involve a principal obligation in an 
amount— 

[(A) not to exceed the amount which the Commissioner esti- 
mates will be the replacement cost of the property or project 
when the proposed improvements are completed (the cost of the 
property or project as such term is used in this paragraph may 
include the cost of the land, the physical improvements, and 
utilities within the boundaries of the property or project) ; 

[(B) not to exceed an average of $16,500 per family unit for 
such part of such property or project (including ranges, re- 
frigerators, shades, screens, and fixtures) as may be attributable 
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to dwelling use: Provided, That the replacement cost of the 
property or project as determined by the Commissioner, includ- 
ing the estimated value of any usable utilities within the bound- 
aries of the property or project where owned by the United 
States and not provided for out of the proceeds of the mortgage, 
shall not exceed an average of $16,500 per family unit; and 


[(C) not to exceed the bid of the eligible bidder with respect 
to the property or project under section 403 of the Housing 
Amendments of 1955.] 

(A) not to exceed an average of $16,500 per family unit for 
such part of such property or project (including ranges, refrig- 
erators, shades, screens, and fixtures) as may be attributable to 
dwelling use, less the Commissioner’s estimated value of any usa- 
ble utilities within the boundaries of the property or project 
owned by the United States and not provided for out of the pro- 
ceeds of the mortgage: Provided, That should the financing of 
housing to be constructed pursuant to a single invitation for bids 
be accomplished by two or more mortgages, the principal obli- 
gation of any single mortgage may exceed an average of $16,500 
per family unit if the sum of the principal obligations of all 
mortgages for such housing does not exceed an average of $16,500 
per family unit: Provided further, That the estimated appor- 
tioned cost of any such family unit (including the value of usable 
utilities as hereinabove stated) shall not exceed $25,000; and 

(LB) not to exceed the bid of the eligible bidder with respect 
to the property or project under section 403 of the Housing 
Amendments of 1955, which bid shall bear a reasonable relation 
to the Commissioner's estimate of the replacement cost of the 
property or project when the proposed improvements are com- 
pleted: Provided, That the Commissioner’s estimate of replace- 
ment cost may include the cost of the land, the physical improve- 
ments, and the utilities within the boundaries of the property or 
project less the estimated value of any usable utilities within the 
boundaries of the property or project less the estimated value of 
any usable utilities within the boundaries of the property or 
project owned by the United States and not provided for out of 
the proceeds of the mortgage. 


* * * * * * * 


(f) Debentures issued under this title shall be executed in the name 
of the Armed Services Housing Mortgage Insurance Fund as obligor, 
shall be signed by the Commissioner, by either his written or en- 
er signature, and shall be negotiable. All such debentures shall 

e dated as of the date of default as determined in accordance with 
subsection (d) of this section, and shall bear interest from such date 
at a rate [determined by the Commissioner with the approval of the 
Secretary of the Treasury, at the time the mortgage was accepted for 
insurance, but not to exceed 3 per centum per annum] established by 
the Commissioner pursuant to section 224, payable semiannually on 
the Ist day of January and the ist day of July of each year, and 
shall mature twenty years after the date thereof. * * * 


* * * * @ e * 
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Tirte I—Stum CLEARANCE AND UrsAN RENEWAL 
* * * x * * * 


LOCAL RESPONSIBILITIES 
Src. 101. (a) * ** 


* * * * * * * 


(c) No contract shall be entered into for any loan or capital grant 
under this title, [or for annual contributions or capital grants pursuant 
to the United States Housing Act of 1937, as amended, for any project 
or projects not constructed or covered by a contract for annual contri- 
butions prior to August 1, 1956,] and no mortgage shall be insured, and 
no commitment to insure a mortgage shall be issued, under section 220 
or 221 of the National Housing Act, as amended, unless (1) there is 
presented to the Administrator by the locality a workable program 
(which shall include an official plan of action, as it exists from time to 
time, for effectively deahing with the problem of urban slums and blight 
within the community and for the establishment and preservation of a 
well-planned community with well-organized residential neighbor- 
hoods of decent homes and suitable living environment for adequate 
family life) for utilizing appropriate private and public resources to 
eliminate, and prevent the development or spread of, slums and urban 
blight, to encourage needed urban rehabilitation, to provide for the 
redevelopment of blighted, deteriorated, or slum areas, or to undertake 
such of the aforesaid activities or other feasible community activities 
as may be suitably employed to achieve the objectives of such a pro- 
gram, and (2) on the basis of his review of such program, the Adminis- 
trator determines that such program meets the requirements of this 
subsection and certifies to the constituent agencies affected that the 
Federal assistance may be made available in such community: Pro- 
vided, That this sentence shall not apply to the insurance of, or com- 
mitment to insure, a mortgage under section 220 of the National Hous- 
ing Act, as amended, if the mortgage property is in an area referred to 
in clause (A) (1) of paragraph (1) of section 220 (d), or under section 
221 of the National Housing Act, as amended, if the mortgaged prop- 
erty is in a community referred to in clause (2) of section 221 (a) of 
said Act: And provided further, That, notwithstanding any other pro- 
visions of law which would authorize such delegation or transfer, there 
shall not be delegated or transferred to any other official (except an 
officer or employee of the Housing and Home Finance Agency serving 
as Acting Administrator during the absence or disability of the Ad- 
ministrator or in the event of a vacancy in that office) the final author- 
ity vested in the Administrator (i) to determine whether any such 
workable program meets the requirements of this subsection, (ii) to 
make the certification that Federal assistance of the types enumerated 
in this subsection may be made available in such community, (111) to 
make the certifications as to the maximum number of dwelling units 
needed for the relocation of families to be displaced as a result of 
governmental action in a community and who would be eligible to rent 
or purchase dwelling accommodations in properties covered by mort- 
gage insurance under section 221 of the National Housing Act, as 
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amended, or (iv) to determine that the relocation requirements of sec- 
tion 105 (c) of this title have been met. 
* co * * * * oe 


CAPITAL GRANTS 


Sec. 103. (a) The Administrator may make capital grants to local 
public agencies in accordance with the provisions of this title for urban 
renewal projects: Provided, That the Administrator shall not make 
any contract for capital grant with respect to a project which consists 
of open land. [The aggregate of such capital grants with respect to 
all the projects of a local public agency on which contracts for capital 
grants have been made under this title shall not exceed two-thirds of 
the aggregate of the net project costs of such projects, and the capital 
grant with respect to any individual project shall not exceed the differ- 
ence between the net project cost and the local grants-in-aid actually 
made with respect to the project.] The aggregate of such capital 
grants with respect to all the projects of a local public agency on which 
contracts for capital grants have been made under this title, exclusive 
of projects referred to in the proviso hereof, shall not exceed 75 per 
centum of the aggregate of the net project costs of such nonexcluded 
projects: Provided, That the aggregate of such capital grants may 
exceed 75 per centum but not 85 per centum of the aggregate net project 
costs of those projects which the Administrator, at the request of a 
local public agency, may approve on such an 85 per centum capital 
grant basis. A capital grant with respect to any individual project 
shall not exceed the difference between the net project cost and the local 
grants-in-aid actually made with respect to the project. 

(b) The Administrator, on and after July 1, 1949, may, with the 
approval of the President, contract to make capital grants, with re- 
spect to projects assisted under this title, aggregating not to exceed 
[500,000,000] $900,000,000, which limit shall be increased by further 
amounts of [$200,000,000] $250,000,000 on July 1 in each of the years 
[1955 and 1956,] 1957, 1958, 1959, and 1960, respectively: Provided, 
That such limit, and any such authorized increase therein, may be in- 
creased, at any time or times, by additional amounts aggregating not 
more than $100,000,000 upon a determination by the President, after 
receiving advice from the Council of Economic Advisers as to the gen- 
eral effect of such increase upon the conditions in the building industry 
and upon the national economy, that such action is in the public in- 
terest. The faith of the United States is solemnly pledged to the pay- 
ment of all capital grants contracted for under this title, and there are 
hereby authorized to be appropriated, out of any money in the Treasury 
not otherwise appropriated, the amounts necessary to provide for such 
payments. 


* * * * * + o 


REQUIREMENTS FOR LOCAL GRANTS-IN-AID 


Sec. 104. Every contract for capital grants under this title shall 
require local grants-in-aid in connection with the project involved. 
Such local grants-in-aid, together with the local grants-in-aid to be 
provided in connection with all other projects of the local public agency 
on which contracts for capital grants have theretofore been made, 
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shall not be required in excess of [one-third] 25 per centwm of the ag- 


‘gregate net project costs of all projects of the local public agency on 


which contracts for capital grants have been made and, with respect to 
projects referred to in the proviso in the second sentence of section 
103 (a), local grants-in-aid shall not be required in excess of 15 per 
centum of the aggregate net project costs of all projects of the local 
public agency on which contracts for capital grants have been made 
on the 85 per centum basis. 

x x * * * * * 


GENERAL PROVISIONS 


Src. 106. (a) * * * 
om + * * oa * ok 


(e) Not more than [10 per centum] 15 per centum of the funds 
provided for in this title, either in the form of loans or grants, shall be 
expended in any one State: Provided, That the Administrator, without 
regard to such limitation, may enter into contracts for capital grants 
aggregating not to exceed $100,000,000 (subject to the total authoriza- 
tion provided in section 103 (b) of this title) with local public agencies 
in States where more than two-thirds of the maximum capital grants 
permitted in the respective State under this subsection has been 
obligated. 


® * * + + € rs 


(f) (1) Notwithstanding any other provision of this title, an urban 
renewal project respecting which a contract for a capital grant is 
executed under this title may include the making of relocation pay- 
ments (as defined in paragraph (2)) ; and such contract shall provide 
that the capital grant otherwise payable under this title shall be in- 
creased by an amount equal to such relocation payments and that no 
part of the amount of such relocation payments shall be required to be 
contributed as part of the local grant-in-aid. 

(2) As used in this subsection, the term “relocation payments” 
means payments by a local public agency, in connection with a project, 
to individuals, families, and business concerns for their reasonable 
and necessary moving expenses and any actual direct losses of prop- 
erty except goodwill or profit (which are incurred on and after the 
date of the enactment of the Housing Act of 1956, and for which 
reimbursement or compensation is not otherwise made) resulting from 
their displacement by an urban renewal project included in an urban 
renewal area respecting which a contract for capital grant has been 
executed under this title. [Such payments shall be made subject to 
such rules and regulations prescribed by the Administrator as are 
in effect on the date of execution of the contract for capital grant (or 
the date on which the contract is amended pursuant to paragraph (3) ), 
and shall not exceed $100 in the case of an individual or family, or 
$2,000 in the case of a business concern.] Such payments shail be 
made subject to such rules and regulations as may be prescribed by the 
Administrator, and shall not exceed $100 in the case of an individual 
or family, or $3,000 in the case of a business concern. Such rules and 
regulations may include provisions authorizing payment to indi- 
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viduals and families of fixed amounts (not to exceed $100 in any case) 
in lieu of their respective reasonable and necessary moving expenses. 
* * a * * * * 


DEFINITIONS 


Sec. 110. The following terms shall have the meanings, respectively, 
ascribed to them below, and, unless the context clearly indicates other- 
wise, shall include the plural as well as the singular number: 

* * * * * * * 


(b) [“Urban renewal plan” means a plan, as it exists from time to 
time, for an urban renewal project, which plan (1) shall conform to 
the general plan of the locality as a whole and to the workable pro- 
gram referred to in section 101 hereof; and (2) shall be sufficiently 
complete to indicate such land acquisition, demolition and removal of 
structures, redevolpment, improvements, and rehabilitation as may 
be proposed to be carried out in the urban renewal area, zoning and 
planning changes, if any, land uses, maximum densities, building 
requirements, and the plan’s relationship to definite local objectives 
respecting appropriate land uses, improved traffic, public transporta- 
tion, public utilities, recreational ced community facilities, and other 
public improvements.] “Urban renewal plan” means a plan, as it 
exists from time to time, for an urban renewal project, which plan (1) 
shall conform to the general plan of the locality as a whole and to the 
workable program referred to in section 101 hereof and shall be con- 
sistent with definite local objectives respecting appropriate land uses, 
improved traffic, public transportation, public utilities, recreational 
and commumity facilities, and other public improvements; and (2) 
shall be sufficiently complete to indicate such land acquisition, demoli- 
tion and removal of structures, redevelopment, improvements, and 
rehabilitation as may be proposed to be carried out in the urban 
renewal area, zoning and planning changes, if any, land uses, mauxi- 
mum densities, and building requirements. 

(c) “Urban renewal project” or “project” may include undertakings 
and activities of a local public agency in an urban renewal area * * * 

* * * * * Pa * 


[Financial assistance shall not be extended under this title with re- 
spect to any urban renewal area which is not clearly predominantly 
residential in character unless such area will be a predominantly resi- 
dential area under the urban renewal plan therefor: Provided, That, 
where such an area which is not clearly predominantly residential 
in character contains a substantial number of slum, blighted, de- 
teriorated, or deteriorating dwellings or other living accommodations, 
the elimination of which would tend to promote the public health, 
safety, and welfare in the locality involved and such area is not ap- 
propriate for predominantly residential uses, the Administrator may 
extend financial assistance for such a project, but the aggregate of 
the capital grants made pursuant to this title with respect to such 
projects shall exceed 10 per centum of the total amount of capital 
grants authorized by this title. 

Cin addition to all other powers hereunder vested, where land 
within the purview of clause (1) ( ro (1) (iii) of the first para- 
graph of this subsection (whether it be predominantly residential or 
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nonresidential in character) is to be redeveloped for predominantly 
nonresidential uses, loans and advances under this title may be ex- 
tended therefor if the governing body of the local public agency 
determines that such redevelopment for predominantly nonresidential 
uses is necessary and appropriate to facilitate the proper growth and 
development of the community in accordance with sound planning 
standards and local community objectives and to afford maximum op- 
portunity for the redevelopment of the project area by private enter- 
prise: Provided, That loans and outstanding advances to any local 
public agency pursuant to the authorization of this sentence shall not 
exceed 214 per centum of the estimated gross project costs of the proj- 
ects undertaken under other contracts with such local public agency 
pursuant to this title.J 

Financial assistance shall not be extended under this title with re- 
spect to any urban renewal area which is not clearly predominantl 
residential in character unless such area will be a predominantly resi- 
dential area under the urban renewal plan therefor, except that this 
limitation shall not apply— 


(A) where the urban renewal area contains (i) a substantial 
number of blighted, deteriorated, or deteriorating commercial or 
industrial structures and the Administrator and the governing 
body of the local public agency determine that the redevelopment 
or rehabilitation of such area for predominantly nonresidential 
uses is appropriate in connection with the orderly and effective 
planning and carrying out of urban renewal projects which are 
subject to the foregoing limitation, or (ii) a substantial number 
of slum, blighted, deteriorated, or deteriorating dwellings or 
other living accommodations, the elimination of which would 
tend to promote the public health, safety, and welfare in the lo- 
cality involved and such area is not appropriate for predomi- 
nantly residential uses: Provided, That the aggregate of the 
capital grants made pursuant to this clause (A) shall not exceed 
7.5 per centum of the total amount of capital grants authorized 
by this title ; or 

(B) where the urban renewal area consists of land within 
the purview of clause (1) (i) or (1) (ai) of the first paragraph 
of this subsection which does not contain a substantial number of 
blighted, deteriorated, or deteriorating structures but otherwise 
meets the requirements of clause (A) (i) of this paragraph: 
Provided, That no grants shall be made for projects pursuant to 
this clause (B), and the loans and outstanding advances to any 
local public agency pursuant to this clause shall not exceed 24/4 
per centum of the estimated gross project costs of the projects 
undertaken under other contracts with such local public agency 
pursuant to this title. 


_ (d) “Local grants-in-aid” shall mean assistance by a State, munic- 
ipality, or other public body, or (in the case of cash grants or dona- 
tions of land or other real property) any other entity, in connection 
with any project on which a contract for capital grant has been made 
under this title, in the form of (1) cash grants to defray expenditures 
within the purview of section 110 (e) (1) hereof; (2) donations, at 
cash value, of land or other real property (exclusive of land in streets, 
alleys, and other public rights-of-way which may be vacated in con- 
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nection with the project) in the urban renewal area, and demolition, 
removal, or other work or improvements in the urban renewal area, at 
the cost thereof, of the types described in clause (2) and clause (3) 
of the second sentence of section 110 (c); and (3) the provision, at 
their cost, of public buildings or other public facilities (other than 
publicly nal housing and revenue producing public utilities the 
capital cost of which is wholly financed with local bonds or obliga- 
tions payable solely out of revenues derived from service charges) 
which are necessary for carrying out in the area the urban renewal 
objectives of this title in accordance with the urban renewal plan; 
Provided, That in any case where, in the determination of the Admin- 
istrator, any park, playground, public building, or other public facil- 
ity is of direct benefit both to the urban renewal area and to other 
areas, and the approximate degree of the benefit to such other areas 
is estimated by the Administrator at 20 per centum or more of the 
total benefits, the Administrator shall provide that, for the purpose 
of computing the amount of the local grants-in-aid for the project, 
there shall be included only such portion of the cost of such facility 
as the Administrator estimates to be proportionate to the approximate 
degree of the benefit of such facility to the urban renewal area: And 
presets further, That for the purpose of computing the amount of 
ocal grants-in-aid under this section 110 (d), with respect to any 

project covered by a Federal-aid contract under this title, the esti- 
mated cost (as determined by the Administrator) of parks, play- 

ounds, public buildings, or other public facilities may be deemed to 
be the actual cost thereof if (i) the construction or provision thereof 
is not completed at the time of final disposition of land in the project 
to be acquired and disposed of under the urban renewal plan, and 
(il) the Administrator has received assurances satisfactory to him that 
such park, playground, public building, or other public facility will be 
constructed or completed when needed and within a time prescribed 
by him. With respect to any demolition or removal work, improve- 
ment or facility for which a State, municipality, or other public body 
has received or has contracted to receive any grant or subsidy from 
the United States, or any agency or instrumentality thereof, the por- 
tion of the cost theerof defrayed or estimated by the Administrator 
to be defrayed with such subsidy or grant shall not be eligible for 
inclusion as a local grant-in-aid: And provided further, That in any 
case where a public facility furnished as a local grant-in-aid as 
financed in whole or in part by special assessments against real prop- 
erty in the project area acquired by the local public agency as part of 
the project, an amount equal to the the total special assessments 
against such real property (or, in the case of a computation pursuant 
to the proviso immediately ee , the estimated amount of such 
total special assessments) shall be deducted from the cost of such 
facility for the purpose of computing the amount of the local grants- 
in-aid for the project. 

(e) “Gross project cost” shall comprise (1) the amount of the expen- 
ditures by the local public agency with respect to any and all under- 
takings necessary to carry out the project (including the payment of 
carrying charges, but not beyond the point where the project is coms 
pleted), and (2) the amount of such local grants-in-aid as are fur- 
nished in forms other than cash: Provided, That with respect to a 
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project for which a contract for capital grant has been ewecuted on an 
85 per centum basis pursuant to the proviso in the second sentence of 
section 103 (a), that part of gross project cost under clause (1) of this 
subsection shall, in lieu thereof, comprise the amount of the expendi- 
tures by the local public agency with respect to the following under- 
takings and activities necessary to carry out such a project: 


(z) acquisition of land (but only to the extent of the considera- 
tion paid to the owner and not title, appraisal, negotiating, legal 
or any other expenditures of the local public agency incidental to 
acquiring land). , disposition of land, demolition and removal of 
bunldings and improvements, and site preparation and improve- 
ments, all as provided in paragraphs (1), (2), (3), (4), and (6), 
of section 110 (ce) ; and 

(ii) the payment of carrying charges related to the undertak- 
ings im eens ), exclusive of taxes and payments in lieu of taxes, 
but not beyond the point where such a project is completed; 


but shall not comprise the cost of any other undertakings and activities 
with respect to such a project including, but without being limited to, 
the cost of surveys and plans, legal services of any kind, and all admin- 
istrative and overhead expenses of the local public agency. Where 
real property in the project area is acquired and is owned as part of 
the project by the local public agency and such property is not subject 
to ad valorem taxes by reason of its ownership by the local public 
agency and payments in lieu of taxes are not made on account of such 
property, there may (with respect to any project for which a contract 
of Federal assistance under this title is in force or is hereafter executed 
other than a project on which a contract for capital grant is made on 
an 85 per centum basis pursuant to the proviso in the second sentence 
of section 103 (a) ) be included, at the discretion of the Administrator, 
in gross project cost an amount equal to the ad valorem taxes which 
would have been levied upon such property if it had been subject to 
ad valorem taxes, but in all cases prorated for the period during which 
such property is owned by the local public agency as part of the proj- 
ect, and such amount shall also be considered a cash local grant-in-aid 
within the purview of section 110 (d) hereof. Such amount, and the 
amount of taxes or payments in lieu of taxes included in gross project 
cost, shall be subject to the approvel of the Administrator and such 
rules, regulations, limitations, and conditions as he may prescribe, 


UNITED STATES HOUSING ACT OF 1937 


. * * * * ® * 
DEFINITIONS 


Sec. 2. When used in this Act— 

(1) The term “low-rent housing” means decent, safe, and sani- 
tary dwellings within the financial reach of families of low in- 
come, and developed and administered to promote serviceability, 
efficiency, economy, and stability, and embraces all necessary 
appurtenances, thereto. [The dwellings in low-rent housing as 
defined in this Act shall be available solely for families whose net 
annual income at the time of admission, less an exemption of $100 
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for each minor member of the family other than the head of the 
family and his spouse, does not exceed five times the annual rental 
(including the value or cost to them of water, electricity, gas, other 
heating and cooking fuels, and other utilities) of the dwellings 
to be furnished such families. For the sole purpose of determin- 
ing eligibility for continued occupancy, a public housing agency 
may allow, from the net income of any family, an exemption for 
each minor member of the family (other than the head of the 
family and his svouse) of either (a) $100, or (b) all or any part 
of the annual income of such minor. For the purposes of this 
subsection, a minor shall mean a person less than 21 years of age.] 
The dwellings in low-rent housing as defined in this Act shall be 
available solely for families whose net annual income at the time 
of admission, less an exemption of (a) $100 for each minor or 
adult dependent member of the family having no income, and 
(6) not to exceed $600 of the income of each member of the fam- 
ily other than the principal wage earner does not exceed five 
times the annual rental (including the value or cost to them of 
water, electricity, gas, other heating and cooking fuels, and other 
utilities) of the dwellings to be furnished such families. For the 
sole purpose of determining eligibility for continued occupancy, 
a public housing agency may allow, from the net income of any 
family, an exemption (a) for each minor member of the family 
(other than the head of the family and his spouse) of either $100 
or all or any part of the annual income of such minor, and (6) 
of $100 for each adult dependent member of the family having no 
income, and (c) not to exceed $600 of the income of any other 
member of the family other than the principal wage earner. 

Ls * * * w * s 


(5) The term “development” means any or all undertakings 
necessary for planning, land acquisition, demolition, construction, 
or equipment, in connection with a low-rent housing project. The 
term “development cost” shall comprise the costs incurred by a 
public housing agency in such undertakings and their necessary 
financing (including the payment of carrying charges, but not 
beyond the point of physical completion), and in otherwise carry- 
ing out the development of such project. Construction activity 
in connection with a low-rent housing project may be confined to 
the reconstruction, remodeling, or repair of existing buildings. 
In cases where the public housing agency is also the local public 
agency for the purposes of title I of the Housing Act of 1949 an 
administration building included in a low-rent housing project to 
provide central administrative office facilities may also include 
sufficient facilities for the administration of its functions as such 
local public agency, and in such case, the Authority shall require 
that an economic rent shall be charged for such facilities in such 
building as are used for the administration of its functions as such 
local public agency and shall be paid from funds derived from 
sources other than the low-rent housing projects of such public 
housing agency. 
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ANNUAL CONTRIBUTIONS IN ASSISTANCE OF LOW RENTALS 


Sno. 10. (a) * * * 
* * * * a * + 


(i) Notwithstanding any other provision of law, the Authority may 
enter into new contracts for loans and annual contributions after July 
$1, 1956, for not more than thirty-five thousand additional dwelling 
units, which amount shall be increased by thirty-five thousand addi- 
tional dwelling units on July 1, 1957, and may enter into only such 
new contracts for ee loans in respect thereto as are con- 
sistent with the number of dwelling units for which contracts for 
annual contributions may be entered into hereunder: Provided, That 
the authority to enter into new contracts for annual contributions 
with respect to each such thirty-five thousand additional dwellin 
units shall terminate two years after the first date on which suc 
authority may be exercised under the foregoing provisions of this sub- 
section : Provided further, That any balance of the authorization pro- 
vided by this subsection, as amended by section 108 (b) of the Hous- 
ing amendments of 1955, not utilized by July 31, 1956, shall be avail- 
able in any succeeding year: [Provided further, That no such new 
contract for annual contributions for additional units shall be entered 
into except with respect to low-rent housing for a locality respecting 
which the Housing and Home Finance Administrator has made the 
determination and certification relating to a workable program as 
prescribed in section 101 (c) of the Housing Act of 1949, as amended :J 
And provided further, That no new contracts for loans and annual 
contributions for additional dwelling units in excess of the number 
authorized in this sentence shall be entered into unless authorized by 
the Congress. 

* * * * * * > 


Sec. 15. In order to insure that the low-rent character of housing 
projects will be preserved, and that the other purposes of this Act 
will be achieved, it is hereby provided that— 


* * * * * * * 


(5) Every contract made pursuant to this Act for loans (other 
than preliminary loans), annual contributions, or capital grants 
for any low-rent housing project completed after January 1, 
1948, shall provide that the cost for construction and equipment 
of such project (excluding land, demolition, and nondwelling 
facilities) shall not exceed [$1,750] $2,000 per room ($2,500 per 
room in the case of Alaska or [$2,250] in the case of accommoda- 
tions designed specifically for elderly families) : Provided, That 
if the Administrator finds that in the ee area of any 
project (i) it is not feasible under the aforesaid cost limita- 
tions to construct the project without sacrifice of sound standards 
of construction, design, and livability, and (ii) there is an acute 
need for such housing, he may prescribe in such contract cost 
limitations which may exceed by not more than $750 per room the 
limitations that would otherwise be applicable to such project 
hereunder. Every contract made pursuant to this Act for loans 
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(other than preliminary loans), annual contributions, or capital 
grants with respect to any low-rent housing project initiated 
after March 1, 1949, shall provide that such project shall be un- 
dertaken in such a manner that it will not be of elaborate or ex- 
travagant design or materials, and economy will be promoted 
both in construction and administration. In order to attain the 
foregoing objective, every such contract shall provide that no 
award of the main construction contract for such project shall 
be made unless the Authority, taking into account the level of 
construction costs prevailing in the locality where such project is 
to be located, shall have specifically approved the amount of such 
main construction contract. Every contract made pursuant to 
this Act for loans, annual contributions, or capital grants, with 
rete to projects for which the preparation of plans, drawings, 
and specifications has not been started or contracted for prior to 
the date of enactment of the Housing Act of 1957, shall require 
that such plans, drawings, and specifications follow the princi- 
le of modular measure in every case deemed feasible by the pub- 
ie housing agency, in order that the housing may be built by con- 
ventional construction, on-site fabrication, factory pre-cuiting, 
factory fabrication, or any combination of these construction 
methods. 
* * * * * * + 


(8) Every contract made pursuant to this Act for annual con- 
tributions for any low-rent housing project initiated after March 
1, 1949, shall provide that— 


™ = * * * * * 


(d) the public housing agency shall make periodic re- 
examinations of the net incomes of tenant families living in 
the low-rent housing project involved; and if it is found, 
upon such reexamination, that the net incomes of any such 
families have increased beyond the maximum income limits 
fixed by the public housing agency (and approved by the 
Authority) for continued occupancy in such housing, such 
families shall be required to move from the project: Provided, 
That the public housing agency may permit any such fami- 
lies to remain as tenants im the project during any period in 
which it is determined by the public housing agency that 
there is an inadequate supply of decent, safe, and sanitary 
dwellings for their use in the locality involved at levels which 
they can afford, if such families pay during any such period 
rentals equal to at least 20 per centum of their net incomes 
(less the exemptions permitted by section 2 (1) of this Act) 
or rentals equal to the rents at which comparable accommo- 
dations would be provided by private enterprise unaided by 
public subsidy, whichever is less. 
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Trrie [V—Hovstnea ror EDUCATIONAL INSTITUTIONS 
FEDERAL LOANS 


Sec. 401, (a) To assist educational institutions, * * * 
ae * * * * * * 


(d) To obtain funds for loans under this title, the Administrator 
may issue and have outstanding at any one time notes and obligations 
for purchase by the Secretary of the Treasury in an amount not to 
exceed [$750,000,000] $950,000,000: Provided, That the amount out- 
standing for other educational facilities, as defined herein, shall not 
exceed $100,000,000: Provided further, That the amount outstanding 
for hospitals, referred to in clause (3) of section 404 (b) of this title, 
shall not exceed $25,000,000. 

* * * * * a * 


DEFINITIONS 


Sec. 404. For the purposes of this title, the following terms shall 
have the meanings, respectively, ascribed to them below : 
* * * * * * * 


[(b) “Educational institution” means (1) any educational insti- 
tution offering at least a two-year program acceptable for full credit 
toward a baccalaureate degree, including any public educational insti- 
tution, or any private educational institution no part of the net earn- 
ings of which inures to the benefit of any private shareholder or indi- 
vidual, and (2) any corporation (no part of the net earnings of which 
inurse to the benefit of any private shareholder or individual) (A) es- 
tablished by any institution included in clause (1) of this subsection 
for the sole purpose of providing housing or other educational facili- 
ties for students or students and faculty of such institution without 
regard to their membership in or affiliation with any social, fraternal, 
or honorary society or organization, and (B) upon dissolution of 
which all title to any property purchased or built from the proceeds 
of any loan secured under this title will pass to such institution.] 

(6) “Educational institution” means (1) any educational institu- 
tion offering at least a two-year program acceptable for full credit 
toward a baccalaureate degree, including any public educational 
institution, or any private educational institution no part of the net 
earnings of which inures to the benefit of any private shareholder or 
individual, (2) any educational institution beyond the level of high 
school (no part of the net earnings of which inures to the benefit of any 
private shareholder or individual) the courses of which are designed 
to train persons to carry on the vocation of clergyman of a religious 
denomination, (3) any hospital operating a schodiiok nursing beyond 
‘the level of high school approved by the appropriate State authority, 
or any hospital approved for internships by recognized authority, tf 
such hospital is either a public hospital or @ private hospital, no part 
of the net earnings of which inures to the benefit of any private share- 
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holder or individual, (4) any corporation (no part of the net earnings 
of which inures to the benefit of any private shareholder or individual) 
(A) established by any institution included in clause (1) of this sub- 
section for the sole purpose of providing housing or other educational 
facilities for students or students and faculty of such institution with- 
out regard to their membership in or affiliation with any social, fra- 
ternal, or honorary society or organization, and (B) upon dissolution 
of which all title to any property purchased or built from the proceeds 
of any loan secured under this title will pass to such institution, and 
(5) any agency, public authority or other instrumentality of any State 
established for the purpose of providing or financing housing or 
other educational facilities for students or faculty of any public edu- 
cational institution included in clause (1) of this subsection, but 
nothing herein contained shall require an institution included in clause 
(1) of this subsection to obtain loans through any instrumentality 
wncluded in this clause of this subsection: 


THE HOUSING ACT OF 1954 


* * * * * * ao 


Sec. 314. The Housing and Home Finance Administrator is au- 
thorized to make grants, subject to such terms and conditions as he 
shall prescribe, to public bodies, including cities and other political 
subdivisions, to assist them in developing, testing, and reporting 
methods and techniques, and carrying out demonstrations and other 
activities for the prevention and the elimination of slums and urban 
blight. No such grant shall exceed [two-thirds] 75 per centum of 
the cost, as determined or estimated by said Administrator, of such 
activities or undertakings. In administering this section, said Ad- 
ministrator shall give preference to those undertakings which in his 
judgment can vesaenabily be expected to (1) contribute most sig- 
nificantly to the improvement of methods and techniques for the 
elimination and prevention of slums and blight, and (2) best serve 
to guide renewal programs in other communities. Said Administra- 
tor may make advance or progress payments on account of any grant 
contracted to be made pursuant to this section, notwithstanding the 
provisions of section 3648 of the Revised Statutes, as amended. The 
aggregate amount of grants made under this section shall not exceed 
$5,000,000 and shall be payable from the capital grant funds provided 
under and authorized by section 103(b) of the Housing Act of 1949, 
as amended. 

* . * * ” * * 


Tirte VI—Votuntary Home Morteace Crepir Program 


. - * * 7 * «* 


Src. 610. (a) This title and all authority conferred hereunder shall 
terminate at the close of [June 30, 1957] June 30, 1960. 

(b) Notwithstanding subsection (a), Congress, by concurrent 
resolution, may terminate -this title prior to the termination date 
hereinabove provided for. 
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SEcTION-By-SECTION ANALYSIS 


TITLE I—FHA INSURANCE PROGRAMS 


Section 101.—Amends section 2 of the National Housing Act b 
adding a new subsection (g) to revise the title 1 (home improvement 
law to establish a 2-year statute of limitations on the time durin 
which FHA may demand the return of insurance payments on groun 
of technical ineligibility. 

Section 102.—Repeals section 203 (d) of the National Housing Act, 
an obsolete provision pertaining to insurance of mortgages on farm 
properties. 

Section 103.—Amends section 203 (i) of the National Housing Act 
(low-cost suburban housing) to increase the maximum permissible 
mortgage amount from $6,650 to $8,000. 

Section 104.—Amends section 204 of the National Housing Act to 
authorize the FHA to permit certain mortgagee expenditures on fore- 
closed property, and to terminate payment of insurance premiums 
when application for insurance claim debentures is filed. 

Section 105.—Amends sections 204 (d), 207 (i) and 803 (f) in or- 
der to delete obsolete provisions fixing maximum interest rates on 
FHA debentures. 

Section 106.—Amends section 207 of the National Housing Act 
(regular FHA rental housing program) to make the high-cost area 
allowance ($1,000 per room) applicable without regard to the num- 
ber of rooms in the unit. 

Section 107—Amends section 207 (c) to increase from $8,100 to 
$8,400 the maximum mortgage amount per unit for elevator-type rental 
housing for elderly persons, and to add a special provision making 
it clear that single persons, as well as families, are eligible for occu- 


ancy. 
. Section 108.—Repeals section 207 (q) of the National Housing Act 
which has become obsolete by the enactment of sections 213 and 206 
(e), relating to cooperative housing. 

Section 109.—Amends section 213 of the National Housing Act by 
adding a new subsection (i) to make existing structures eligible for 
managment-type cooperative housing mortgages. 

Section 110.—Conforms sections 213 (e), 220 (f), 221 (g), and 222 
(e) of the National Housing Act to section 204 which permits FHA 
to terminate payment of mortgage insurance premiums when the mort- 
gagee forecloses and gives written notice that it does not intend to 
convey the property to FHA in exchange for debentures. 

Section 111.—Amends section 219 of the National Housing Act to 
permit the transfer of FHA section 221 and section 222 mortgage in- 
surance funds in the same manner as the law now permits in the case 
of other FHA insurance funds. 

Section 112.—(a) Amends section 221 of the National Housing A 
which now covers housing for persons displaced by urban-renew 
activities, to make the following additional groups eligible for mort- 
gage insurance: Persons of moderate income; persons whose inability 
to obtain adequate living accommodations in privately financed hous- 
ing is attributable to race, creed or color; elderly families and single 
persons; and persons having five or more dependents, The maximum 
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mortgage amount is increased from $9,000 to $12,500 (from $10,000 
to $15,000 in high-cost areas). A maximum interest rate is established 
at 4 percent. 

This section also amends section 221 of the National Housing Act to 
make 2-, 3-, and 4-family dwellings eligible. In the case of a 2-family 
dwelling, the maximum mortgage amount would be $18,000 ($20,000 
in high-cost areas) ; for a 3-family dwelling, the maximum would be 
$25,000 ($27,500 in high-cost areas) ; for 4-family dwellings, it would 
be $32,000 ($35,000 in high-cost areas). The minimum downpayment 
would be $200 for each unit in the dwelling. The FHA would pre- 
scribe procedures under which the owner of the 2-, 3-, or 4-family 
dwelling would give a priority in renting the units not occupied by 
him to persons feclanedt by urban renewal activities. 

(b) Amends section 305 of the National Housing Act (FNMA spe- 
cial assistance) by adding a new subsection (g) to authorize the Fed- 
eral National Mortgage Association to establish a $250 million re- 
volving fund for purchases and purchase commitments covering the 
expanded section 221 program. 

Section 113.—Amends section 223 of the National Housing Act to in- 
clude section 222 (servicemen’s mortgage insurance) within the pro- 
vision covering the sale of Government-owned housing. 

Section 114.—Amends section 226 of the National Housing Act to 
authorize FHA to furnish the homebuyer with its estimate of replace- 
ment cost, where a mortgage is based on replacement cost. 

Section 115.—Amends title II of the National Housing Act by add- 
ing a new section 229 to authorize the FHA Commissioner to insure 
on an “acceptable risk” basis, rather than on an “economic soundness” 
basis, mortgages on single-family dwellings, the need for which is 
certified by the Secretary of Defense. The houses would be held for 
rental for a period of not less than 4 years unless released by the mili- 
tary for sale. Priority in rental or sale is given to essential military 
and permanent civilian personnel of the armed services as evidenced by 
certification issued by the Secretary of Defense. 


TITLE II—FEDERAL NATIONAL MORTGAGE ASSOCIATION 
SECONDARY MARKET OPERATIONS 


Section 201.—(a) and (b) amend sections 303 (d) and (e) of the 
National Housing Act to increase by $50 million the amount of FNMA 
preferred stock held by the United States Treasury. This would ins 
crease FNMA borrowing authority by $500 million. 

Section 202——Amends section 304 (c) of the National Housing Act 
to increase from $1.35 billion to $2.1 billion the amount of FNMA 
obligations that may be purchased by the United States Treasury. 
This authorization permits the Treasury to provide interim ananeing 
for FNMA secondary market operations, until FNMA is ready an 
able to sell its debentures in the private market. 


SPECIAL ASSISTANCE FUNCTIONS 


Section 203.—Amends section 305 (b) of the National Housing Act 
to extend for 1 year the requirement that FNMA purchase special 
assistance mortgages at a price of 99 percent of par. In addition, 
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FNMA/’s fees and charges on special assistance mortgages would be 
limited to a maximum of 1 percent. These provisions would be appli- 
cable to commitments entered into after March 31, 1957, and outstand- 
ing at the time of enactment of the Housing Act of 1957. 

Section 204.—Amends section 305 (c) of the National Housing Act 
to increase from $200 million to $450 million the amount of purchases 
and commitments of special assistance mortgages subject to the dis- 
cretion of the President, and to delete the Presidential authority to 
use $100 million for the purchase of participation loans. 

Section 205.—Amends section 305 (e) of the National Housing Act 
to increase from $100 million to $350 million the revolving fund for 
purchase by FNMA of FHA-insured cooperative housing mortgages. 
The existing $10 million limitation on outstanding commitments per 
State is increased to $35 million per State. One-half of the authoriza- 
tion would be reserved for consumer-sponsored cooperatives. 

Section 206.—Amends section 305 (f) of the National Housing Act 
to increase from $200 million to $400 million the revolving fund for 
purchase by FNMA of FHA-insured military housing mortgages 
and earmarks up to 7.5 percent of this amount for mortgages insure 
under section 809 of the National Housing Act which relates to sales 
housing for essential civilians at military research and development 
centers. 

Section 207.—Amends section 305 of the National Housing Act by 
adding a new subsection (h) to authorize FNMA, under its special 
assistance functions, to make construction advances for housing pro- 
jects where FNMA has issued a commitment to purchase the mortgage 
on the project, and where the advances are insured by the FHA, 
FHA insures construction advances only in cases of rental housing 
projects and cooperative housing projects. 


TITLE ITI—SLUM CLEARANCE AND URBAN RENEWAL 


Section 301.—Amends section 103 (b) of the Housing Act of 1949 
to increase by $1 billion (from $900 million to $1.9 billion) the capital 
grant authorization for slum clearance and urban renewal, to be made 
available at the rate of $250 million a year over a 4-year period. 

Section 302.—(a) Amends the Housing Act of 1949 to increase from 
two-thirds to 75 percent the Federal share of the net project costs of 
slum-clearance and urban-renewal projects. The section also provides 
for an alternative formula for calculating the Federal share of such 
costs. 

(b) Amends section 314 of the Housing Act of 1954 to increase the 
Federal share of net project costs from two-thirds to 75 percent. 

(c) Provides for the revision of capital grant contracts under the 
75 percent formula for Federal participation if the projects have not 
yet been completed. 

Section 303.—Amends section 106 (e) of the Housing Act of 1949 
to increase from 10 percent to 15 percent the proportion of urban re- 
newal capital grant authorization that can be allocated to 1 State. 

Section 304.—Amends section 106 (f) of the Housing Act of 1949 
to (1) permit the Urban Renewal Administrator to establish maxi- 
mum payments for moving expenses up to $100 without requiring 
proof of the actual costs of such expenses by individuals and families, 
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and (2) increase the maximum relocation payments to business con- 
cerns from $2,000 to $3,000. 

Section 305.—Amends section 110 (b) of the Housing Act of 1949 
to permit a local community to indicate in a submission separate from 
the urban renewal plan, the relationship between the urban renewal 
plan and overall local planning objectives. As now worded, this pro- 
vision requires this relationship to be indicated in the urban renewal 
plan. 

Section 306.—Amends section 110 (c) of the Housing Act of 1949 
to permit commercial and industrial redevelopment, without applica- 
tion of “predominantly residential” test, up to 7.5 percent of the total 
capital grant authorization. 

Section 307.—Amends section 110 (d) of the Housing Act of 1949 
to extend to slum clearance projects, under the 1949 act, the provision 
now applicable to urban renewal projects under the 1954 act, whereby 
the estimated costs of facilities offered as noncash grants-in-aid shall 
be deemed actual costs, if the construction of these facilities is not 
complete (and actual costs not known) at the time of final disposition 
of land in the project area. 

Section 308.—Amends section 2 (5) of the United States Housing 
Act of 1937 to permit a local public housing agency to furnish admin- 
istrative facilities to the local urban renewal agency, at economic rent, 
in localities where the same agency administers both programs. 

Section 309.—Establishes a fellowship program for graduate train- 
ing in urban planning and related fields, authorizing $500,000 for a 
3-year period. 

TITLE IV—PUBLIC HOUSING 


Low-rent housing 

Section 401.—(a) Amends section 15 (8) (d) of the United States 
Housing Act of 1937 to permit overincome tenants to remain in public 
housing if the local housing agency determines that there is in the 
vicinity an inadequate supply of suitable housing, and if the families 
remaining in public housing pay in rent at least 20 percent of their 
net income, or an amount equal to private accommodations, whichever 
is less. 

(b) Amends section 2 (1) of the Housing Act of 1937 to permit 
families seeking admission to public housing an exemption of $100 for 
each adult with no income and up to $600 of the income of each mem- 
ber of the family other than the principal wage earner; for continued 
occupancy exemptions would be permitted of $100 for each adult hav- 
ing no income, and up to $600 of the income of any member of the 
family other than the principal wage earner. (Present exemptions: 
For admission, $100 for each minor; for continued occupancy, $100 
for each minor or all or any part of the income of each minor.) 
Minors would continue to have full exemption of income for purposes 
of continued occupancy. 

(c) Amends sections 101 (c) of the Housing Act of 1949 and section 
10 (i) of the United States Housing Act of 1937 to remove the 
“workable program” requirement. 

(d) Amends section 15 (5) of the United States Housing Act of 
1937 to raise the unit cost limits from $1,750 to $2,000 for regular units, 
and from $2,250 to $2,500 for elderly persons units. 
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(e) Amends section 15 (5) of the United States Housing Act of 1937 
to require public housing plans and specifications to follow the prin- 
ciple of modular measure. 


HOUSING FOR DISASTER VICTIMS 


Section 402.—Authorizes the PHA Commissioner to contract, on 4 
standby basis, for production and delivery of housing and equipment 
in the event of a major disaster and to make such facilities available 
without charge to local public agencies, the American Red Cross, or 
other nonprofit relief organizations; and to use for this purpose up to 
$5 million of funds made available by the United States Housing 
Act of 1937. 

DISPOSITION OF WAR HOUSING PROJECTS 


Section 403.—(a) Extends until July 1, 1957, the time in which 
war housing project Conn-6029 may be sold to the Housing Authority 
of Wethersfield, Conn. 

(b) Authorizes and directs HHFA to sell and convey housing 
project Nev—26021 to the Housing Authority of Las Vegas, Nev., for 
price of $452,200. A downpayment of 5 percent would be paid at 
closing and the balance secured by mortgage to be paid over 20-year 
period at an interest rate of 414 percent. 

(c) Directs the HHFA to convey to the State of Louisiana war 
housing projects La-16011 and La-16012 for $300,000 payable in three 
equal annual installments, and extends until 60 days after enactment 
of this provision the time for payment of the first installment. 

(d) Authorizes and directs the HHFA to sell war housing project 
Utah-42015, known as Verdeland Park, to the city of Layton, Utah, 
for $580,000 under a mortgage payable over a 10-year period, at a 414 
percent interest rate. 


TITLE V—MILITARY HOUSING 


Section 501.—Amends section 803 (a) of the National Housing Act 
to extend the military housing program for one year. The present 
program expires on June 30, 1958. 

Section 502.—Amends section 803 (b) of the National Housing Act 
to (1) make the maximum insurable amount of $16,500 (average) on 
military housing projects apply to the project as a whole rather than 
to each mortgage, (2) establish a maximum cost of $25,000 for new 
individual housing units, and (e) redefine “eligible” bid to mean a bid 
with a reasonable relation to the FHA estimate of replacement cost 
(the FHA estimate is now a ceiling on acceptable bids). 


TITLE VI—MISCELLANEOUS 


COLLEGE HOUSING 


Section 601.—(a) Amends section 401 (d) of the Housing Act of 
1950 to increase the revolving fund for college housing loans from $750 
million to $950 million, with $25 million reserved for projects to house 
nursing students or interns. 











66 HOUSING ACT OF 1957 


(b) Amends section 404 (b) of the Housing Act of 1950 to permit 
the HHFA to make college housing loans to (1) divinity schools, 
(2) hospital dormitories for student nurses or interns, and (3) State 
authorities established to construct dormitory facilities for schools 
within a State university system. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Section 602.—Amends section 610 (a) of the Housing Act of 1954 
to extend the Voluntary Home Mortgage Credit Program for 3 years. 
The present program expires on June 30, 1957. 


FARM-HOUSING RESEARCH 


Section 603.—Authorizes the HHFA Administrator to make re- 
search grants up to $300,000 annually during the fiscal years 1958 and 
1959 to land-grant colleges for the purpose of developing methods by 
which more attractive and more functional farmhouses can be pro- 
vided at a lower cost and with better financing. 


EXCHANGE OF HOUSING DATA WITH FOREIGN COUNTRIES 


: Section 604.—Directs the Housing Administrator to exchange hous- 
ing data with foreign countries. 


0 
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PROVIDING FOR THE CONVEYANCE OF THE REVER- 
SIONARY INTEREST OF THE UNITED STATES IN 
CERTAIN LANDS IN TEXAS 


May 20, 1957.—Ordered to be printed 


Mr. Green, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany H. R. 1983] 


The Committee on Foreign Relations, having had under considera- 
tion H. R. 1983, to provide for the conveyance of the reversionary 
interest of the United States in certain lands to the Clint Independent 
School District and the Fabens Independent School District in the 
State of Texas, or to either of them, and for other purposes, reports 
the same favorably, without amendment, to the Senate and recom- 
mends that it do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of State to take 
the action necessary to make possible an exchange of lands now held 
by two school districts in Texas for other lands more suitable for 
school purposes. The United States has reversionary interests in the 
lands presently held by the school districts by reason of their convey- 
ance for school purposes by the United States Section of the Inter- 
national Boundary and Water Commission which had acquired the 
lands pursuant to its rectification program under the Convention for 
the Rectification of the Rio Grande of 1933. 

The owner of the lands desired by the school districts is willing to 
exchange his lands for those held by the school districts provided that 
the United States give up its reversionary rights. Under the bill, the 
United States would acquire reversionary rights of equal value to the 
lands acquired by the school districts in exchange for the lands now 
held by them. 
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BACKGROUND 


The need for the legislation is set forth in the letter from Robert C. 
Hill, Assistant Secretary of State, to Senator Theodore Francis Green, 
chairman. 


Apri 19, 1957. 
Hon. THeopore Francis GREEN, 
Chairman, Committee on Foreign Relations, 
United States Senate. 


Dear Senator GREEN: Reference is made to Mr. Marcy’s letter of 
April 17, 1957, enclosing for the comment of the Department of 
State a copy of H. R. 1983, to provide for the conveyance of the 
reversionary interest of the United States in certain lands to the 
Clint Independent School District and the Fabens Independent School 
District in the State of Texas, or to either of them, and for other 
purposes. 

This matter was brought to the attention of this Department on 
October 19, 1944, by the attorney representing the Clint Independent 
School District. It was referred to the United States Commissioner, 
International Boundary and Water Commission, United States and 
Mexico, for comment and in due course his comments were received, 

It appeared from the letters of the attorney and the United States 
Commissioner that, so far as concerned the Clint Independent School 
District, the lands covered by the deed of May 14, 1940, referred to in 
the bill, were not conveniently located. The owner of another tract 
of land more conveniently located with respect to the school was dis- 
posed to effect a transfer between himself and the Clint Independent 
School District of the lands in question, but only on the condition 
that he receive the presently held school land free of the reversionary 
interest retained by the United States when it conveyed those lands 
with an undivided interest to the Clint and the Fabens Independent 
School Districts. 

While this Department was aware of the possible benefit to the 
Clint Independent School District, it was felt that the Department 
was unable, under its present authority, to execute the documents 
required to assist in effecting the transfer even though the school 
district was prepared to receive the new lands subject to a rever- 
sionary interest of the United States therein, alike in all respects to 
the reversionary interest which it presently holds in the lands now 
held by the two school districts. The attorney for the Clint Inde- 
pendent School District was informed of the Department’s view. 
The proposed bill is understood to be designed to facilitate the transfer 
above-mentioned. 

If the bill is enacted the Clint Independent School District would 
receive, as the result of the partition of the lands now held by it and 
the Fabens Independent School District, a specific tract of 20 acres. 
This tract then would be exchanged for a tract of approximately 25 
acres, which is represented as being of equal or greater value than the 
tract of 20 acres. The United States would retain an equal interest 
in lands. In view of these circumstances the Department would have 
no objection to the enactment of H. R. 1983. 
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The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report, 
Sincerely yours, 
Rossrt C. Hi11, 
Assistant Secretary 
(For the Secretary of State). 


COST 


The bill specifically provides in section 2 (3) that “the exchange 
of lands herein contemplated shall be without cost to the United 
States.”” While the United States gives up reversionary rights to the 
lands now held by the two school districts, it will acquire reversionary 
rights, as already noted, to the land to be exchanged. The tract 
involved is 20 acres and it will be exchanged for a tract of approx- 
imately 25 acres, which is represented as being of equal or, greater 
value. 

RECOMMENDATION 


The Department of State has no objection to this exchange. In 
view of the interest of the parties involved, the committee voted to 
report the bill favorably to the Senate on May 17, 1957, and urges 
that it be passed. 

O 
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CLAIM OF CHRISTOFFER HANNEVIG 





May 22, 1957.—Ordered to be printed 


Mr. Green, from the Committee on Foreign Relations, submitted the 
following 


REPORT 


[To accompany §&. J. Res. 64] 


The Committee on Foreign Relations, having had under considera- 
tion Senate Joint Resolution 64 to confer jurisdiction upon the Court 
of Claims to adjudicate a claim of Christoffer Hannevig of Norway 
against the United States, unanimously report the same without 
amendment to the Senate and recommend that it do pass. 


PURPOSE AND EXPLANATION OF SENATE JOINT RESOLUTION 64 


The purpose of Senate Joint Resolution 64 is to confer jurisdiction 
upon the Court of Claims to adjudicate the claim of Christoffer 
Hannevig, a national of Norway, against the United States based 
upon the requisition of certain alleged property interests of Mr. 
Hannevig by agencies of the United States Government during the 
First World War. 

Senate Joint Resolution 64 is intended to comply with an obligation 
which the United States assumed in a convention entered into be- 
tween the United States Government and Norway on November 8, 
1948 (62 Stat. 1798). Although the validity of the Hannevig claim 
has been consistently denied by the United States, it had become such 
a longstanding source of irritation between our Government and 
Norway that a convention was entered into to dispose of the matter. 
Under that convention, it was agreed that the case would be referred 
to the Court of Claims, with possible appeal to the United States 
Supreme Court, in the event that the two Governments were unable 
to reach a settlement by diplomatic procedures. 

These procedures having reached an impasse, article I] of the con- 
vention has come into operation. This article specifically recognized, 
that the provisions for reference of the claim to American courts 
would be “subject to authorization by the Congress of the United 
States.” Senate Joint Resolution 64, therefore, provides the requisite: 
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legislative authorization to enable the United States to comply with 
an international obligation assumed in the treaty. In other words, 
the Senate has already manifested its approval of the procedure for 
which implementation is sought in the present bill. 


BASIS AND AMOUNT OF THE CLAIM 


The total amount of the claim for which recovery will be sought 
before the Court of Claims under the proposed legislation, consists of 
$25 million in principal, together with interest computed from 1917 
at the rate of 6 percent. The claim, as already indicated in this 
report, is predicated upon losses and damages Hannevig is alleged to 
have sustained as a result of requisition orders affecting property 
interests claimed by him in certain ship construction and operatin 
companies during World War I. Despite its belief that the lega 
basis of the claim is highly doubtful, the Department of State is 
anxious to have the issues adjudicated and disposed of once and for all 
by our courts to remove the case as a continuous source of friction 
between the United States and Norway, and to comply with our 
obligations under the 1948 convention. 


COMMITTEE ACTION AND RECOMMENDATION 


Senate Joint Resolution 64, which was referred to the Committee 
on Foreign Relations, was introduced on February 20, 1957, and 
sponsored jointly by Senators Green and Wiley. 

The committee considered the resolution in executive session on 
May 17, 1957, and voted without objection to report it favorably to 
the Senate. A companion bill, House Joint Resolution 185 (85th 
Cong. Ist sess.) was reported favorably by the Committee on the 
Judiciary of the House of Representatives on May 9, 1957. 

The Committee on Foreign Relations shares the view of the Depart- 
ment of State that relations between Norway and the United States 
would be advanced by early enactment of legislation permitting the 
Court of Claims to hear and determine the claim dealt with in Senate 
Joint Resolution 64. It therefore recommends that favorable con- 
sideration be given to the measure at the earliest possible date. 


DEPARTMENT OF STATE, 
December 26, 1956. 

Dear Mr. Vice Presipent: I enclose a draft of proposed legisla- 
tion to implement the convention between the United States and 
Norway, which entered into force on November 9, 1948, relating to 
the disposition of an international claim against the United States 
asserted by the Government of Norway on behalf of Christoffer 
Hannevig. 

The claim is advanced on account of losses and damages alleged to 
have been sustained by Christoffer Hannevig as a result of acts of this 
Government, the United States Shipping Board Emergency Fleet 
Corporation, their officers and agents, in connection with requisition 
= affecting certain properties in the United States during World 

jar I. 

It was stipulated in the above-mentioned convention (TIAS 1865; 
62 Stat. 1798) that the facts and law relating to the claim be developed 
by pleadings and briefs to be exchanged by the respective agents of the 
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two Governments. It was also stipulated that if the two Govern- 
ments were, after such exchange, unable to agree upon a disposition of 
the claim through diplomatic discussions, the pleadings and briefs so 
exchanged be submitted for decision by the United States Court of 
Claims, with possible appeal to the Supreme Court of the United 
States. Article II of the convention contained an understanding 
that the provisions for possible reference of the claim to the courts 
“are subject to authorization by the Congress of the United States 
of America.” 

In view of the fact that, after considering the pleadings and briefs 
which were exchanged, the two Governments were not able to agree 
upon a disposition of the claim through diplomatic discussions, it is 
respectfully requested that the Congress enact legislation vesting the 
courts with jurisdiction to decide the case, as contemplated by the 
convention. 

A similar communication is being sent to the Speaker of the House 
of Representatives. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this proposal to the 
Congress for its consideration. 

Sincerely yours, 
(Signed) Joun Foster Dvutuss. 


CoNVENTION BETWEEN THE UNITED STATES OF AMERICA AND NORWAY 
SianeD Marcu 28, 1940 


Wuereas the Government of Norway has made claim against the 
Government of the United States of America on account of damages 
alleged to have been sustained by Christoffer Hannevig as the result 
of acts of the Government of the United States of America, the United 
States Shipping Board Emergency Fleet Corporation, their officers 
and agents, in relation to certain properties in the United States of 
America in which he claims to have had an interest, the validity of 
which claim is denied by the Government of the United States of 
America. 

Whereas the Government of the United States of America has 
made claim against the Government of Norway on account of alleged 
denial of justice by the courts of that country in connection with 
certain litigation involving the rights and interests of the George R. 
Jones Company, or the late George R. Jones, the validity of which 
claim is denied by the Government of Norway. 

Whereas the President of the United States of America and His 
Majesty the King of Norway, desirous of reaching an amicable 
agreement for the disposition of such claims and of concluding a 
convention for that purpose, have named as their plenipotentiaries, 
that is to say: 

The President of the United States of America: 

Cordell Hull, Secretary of State of the United States of America; and 

His Majesty the King of Norway: 

Wilhelm Munthe Morgenstierne, Envoy Extraordinary and Minister 
Plenipotentiary of Norway to the United States of America; 

Who, having communicated to each other their respective full 
powers, found in good and due form, have agreed upon the following 
articles: 
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ARTICLE I 


First. Within one year from the date of the exchange of ratifica- 
tions of this convention, the Agent for the Government of Norway 
shall present to the Agent for the Government of the United States 
of America a Memorial or a statement of claim in which shall be set 
forth in a clear, categorical, and full manner: 

(a) the precise items of alleged loss or damage composing the claim 
on behalf of Christoffer Hannevig as they are finally conceived to be 
by the Government of Norway, indicating definitely the amount of 
each separate item thereof; 

(b) the facts alleged in support of each such item of the claim; 

(c) the principles of law upon which each item of the claim is alleged 
to rest. 

Such Memorial shall be accompanied by all the evidence upon which 
all items of the claim are made to rest, it being clearly understood that 
no further evidence may be submitted in support of the claim, either 
during the stage hereinafter provided for its diplomatic consideration 
or during its possible adjudication, except such rebuttal evidence as 
is referred to hereinafter. 

Second. Within one year from the date of the receipt by the Agent 
for the Government of the United States of America of the Memorial 
of the Government of Norway, he shall present to the Agent for the 
latter an Answer to the Memorial, in which shall be set out, in a 
similarly clear, categorical and full manner: 

(a) the defenses of the Government of the United States of America 
to each item of the claim; 

(b) the facts upon which such defenses rest; 

(c) the principles of law relied upon in each instance. 

To such Answer there shall be attached all of the evidence upon 
which the defense of the case shall be made to rest and no further 
evidence shall be filed in defense, either during the stage of diplomatic 
consideration or during a possible adjudication of the claim, except 
such rebuttal evidence as is referred to hereinafter. 

Third. Within six months from the date of the receipt of the 
Answer of the Government of the United States of America, the 
Agent for the Government of Norway may, if he so desires, file a 
Reply to such Answer. In such Reply the Government of Norway, 
without being allowed to augment or change any of the bases of the 
claim as stated in its Memorial, may explain such alleged bases in the 
light of the evidence filed with the Answer. 

There may be filed with the Reply only such evidence as is strictly 
in rebuttal to evidence filed with the Answer and as does not present 
any new bases of claim. Any such evidence filed which is not strictly 
in rebuttal to the evidence filed with the Answer shall be entirely 
disregarded in deciding the case. 

Fourth. Within six months from the date of the receipt of the 
Reply of the Government of Norway, the Agent for the Government 
of the United States of America may, if he so desires, file a Counter- 
Reply, which Counter-Reply shall be strictly limited to answering 
contentions advanced in the Reply. 

There may be filed with the Counter-Reply only such evidence as 
is strictly in rebuttal to evidence filed with the Reply. Any such 
evidence filed which is not strictly in rebuttal to the evidence filed 
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with the Reply shall be entirely disregarded in deciding the case. It 
is sndcioteel that no evidence may thereafter be submitted in support 
of or in defense of the claim, either during the period of its diplomatic 
consideration or during its possible adjudication. 

Fifth. Within six months from the date of the receipt of the 
Counter-Reply of the Government of the United States of America, 
the Agent for the Government of Norway shall file with the Agent 
for the Government of the United States of America a legal Brief in 
which the Claimant Government shall set forth with clarity and full- 
ness all its contentions with respect to the factual bases of the claim as 
already developed and the law applicable thereto. 

Sizth. Within six months from the date of the receipt of the Brief 
of the Government of Norway, the Agent for the Government of the 
United States of America shall file with the Agency for the Government 
of Norway a Reply Brief in which the Respondent Government shall 
set forth with clarity and fullness all its contentions with respect to 
the factual defenses of the claim and the law applicable thereto. 

It is declared to be the purpose of this Article to require a full; 
systematic and fair development of all the facts and law of the case for 
consideration by the Two Governments and, if necessary, by the 
tribunal or tribunals, 

ARTICLE II 


In the event that the two Governments shall be unable to agree 
upon a disposition of the claim, or any portions thereof, within the 
six months next succeeding the filing of the Reply Brief of the Govern- 
ment of the United States of America, the pleadings thus exchanged 
shall be referred to the Court of Claims of the United States of America 
for a decision on the claim or any such unsettled portions thereof, it 
being clearly understood, however, that in no event shall the issues 
of the case, either factual or legal, or the contentions of either party, 
as submitted to diplomatic discussion, be changed in character, or the 
written record above described augmented in any manner in the event 
that the claim shall be so referred to the Court of Claims for adjudi- 
cation. 

It is understood that the provisions for possible reference of the 
case to the Court of Claims, and for possible appeal to the Supreme 
Court of the United States of America, as provided in Article V 
hereof, are subject to authorization by the Congress of the United 
States of America. 

ARTICLE III 


The issues to be decided by the Court of Claims shall be those 
formulated by the pleadings exchanged pursuant to Article I of this 
convention, or such of those issues as shall not have been previously 
settled by agreement of the two Governments. 

The Court of Claims shall decide such issues in conformity with 
applicable law, including international law, and shall state fully the 
reasons for its decision. 

ARTICLE IV 


As soon as possible after the receipt of the above-mentioned plead- 
ings by the Court of Claims, the Court shall convene for the purpos® 
of hearing such oral arguments by Agents or Counsel or both for each 
Government as the respective Agents thereof shall desire to present, 











6 CLAIM OF CHRISTOFFER HANNEVIG 


The conduct of the oral proceedings shall otherwise be under the 
control of the Court. 


ARTICLE V 


Within three months following the date of the decision of the Court 
of Claims (in the event the case shall be referred to the Court for 
adjudication), either or both Governments may petition the Supreme 
Court of the United States of America to review the decision and such 
review shall comprehend either the factual or the legal bases of the 
case, or both, as may be requested in the petition or petitions. 


ARTICLE VI 


In the absence of such a petition to the Supreme Court the decision 
of the Court of Claims shall be accepted by both Governments as a 
final and binding disposition of the case. In the event of such a 
petition to the Supreme Court its decision shall be accpted by the 
two Governments as a final disposition of the case. 


ARTICLE VII 


In the event that an award is finally rendered in favor of the 
Government of Norway, no part thereof shall be paid or credited to 
that Government for any purpose whatsoever until the claims of 
creditors of Christoffer Hannevig and of his various American cor- 
porations shall have been settled by an agreement between the two 
Governments. 

ARTICLE VIII 


The language of the pleadings and of the oral proceedings shall be 
English. Any evidence submitted in any language other than English 
shall be accompanied by a full and correct translation thereof into the 
English language. 

ARTICLE IX 


The two Governments agree that the claim of the Government of 
the United States of America against the Government of Norway on 
behalf of the George R. Jones Company, the late George R. Jones or 
his heirs, successors, or assigns shall be developed for consideration in 
the following manner: 

(a) the pleadings shall be limited to four in number, namely, a 
Memorial, an Answer, a Brief, and a Reply Brief, and they shall be 
prepared in the same manner, and filed within the same time limits 
as the corresponding pleadings provided for in Article I of this con- 
vention: 

(b) all evidence in support of and in defense of the claim shall be 
filed with the Memorial and with the Answer in the manner prescrib 
im Article I, and no further evidence shall be filed except that such 
evidence may be filed with the Brief as is strictly in rebuttal to that 
filed with the Answer. 

ARTICLE X 


If the two Governments shall be unable to agree upon the settlement 
of the Jones case within the six months next succeeding the date upon 
which the Reply Brief shall have been filed in that case, the pleadings 
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shall be referred by means of a joint communication of the two Agents 
to a sole Arbitrator for decision. The Arbitrator, who shall be agreed 
upon by the two Governments, shall be a jurist of high reputation, 
well versed in international law, and shall be a national of neither 
Norway nor the United States of America. 

In the event of the inability of the two Governments to agree upon 
an Arbitrator within two months from the termination of the period 
last above mentioned, such Arbitrator shall be selected by His Majesty 
the King of Great Britain, Ireland and the British Dominions beyond 
the Seas, Emperor of India. 

The place of arbitration of the Jones case (in the event that arbitra- 
tion becomes necessary) shall not be within the territorial jurisdiction 
of either of the contracting parties. 

In the matter of the conduct of oral proceedings, the Arbitrator 
shall be bound by the principles of Article IV of this convention. 
The decision of the Arbitrator, which shall be rendered within three 
months from the conclusion of oral proceedings, shall be accepted by 
the two Governments as a final and conclusive disposition of the 
Jones case, 

ARTICLE XI 


Each Government shall pay all expenses incident to the preparation 
and presentation of its own side of each case. All joint expenses, 
including the honorarium for the Arbritator, shall be borne by the 
two Governments in equal proportions, 


ARTICLE XII 


The periods of time mentioned in Articles I and IX of this conven- 
tion may be extended by mutual agreement of the two Governments, 


ARTICLE XIII 


This convention shall be ratified by the High Contracting Parties 
and shall take effect immediately upon the exchange of ratifications 
which shall take place at Washington as soon as possible. 

In witness whereof, the respective plenipotentiaries have signed this 
convention and have hereunto affixed their seals. 

Done im duplicate at Washington, this twenty-eighth day of 
March, 1940. 

{sEAL] Corpge..t Hutt. 

[SEAL] W. Munrut MorGEnNsTIERNE; 
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85TH CoNnGREss t SENATE Report 
1st Session 


GENERAL GOVERNMENT MATTERS APPROPRIATION 
BILL, 1958 


May 22, 1957—Ordered to be printed 


Mr. Maenuson, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H. R, 5788] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 5788) making appropriations for the Executive Office of the 
President and sundry general Government agencies for the fiscal 
year ending June 30, 1958, and for other purposes, report the same 
to the Senate with various amendments and present herewith infor- 
mation relative to the changes made. 


Amount of bill as passed House_............-------- $16, 021, 370 
Amount of decrease by Senate (net)........-...----- 11, 000 

Amount of bill as reported to Senate_.......-- 16, 010, 370 
Amount of appropriations, 1957_.........-..-.-.-... 16, 007, 475 


Amount of regular and supplemental estimates, 1958... 20, 921, 870 
The bill as reported to the Senate: 
Under the estimates for 1958_..........----..-. 4,911, 500 
Over the appropriations for 1957..........---... 2, 895 
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2 GENERAL GOVERNMENT MATTERS APPROPRIATIONS, 1958 


SUMMARY 


The bill provides a total of $16,010,370, which is $4,911,500 or 23.4 
ercent under the estimates for 1958, $2,895 over the appropriations 
or 1957, and a decrease of $11,000 under the House bill. 


EXEcUTIVE OFFICE OF THE PRESIDENT 


SPECIAL PROJECTS 


The committee recommends 8 reduction of $125,000 from the budget 
estimate and House allowance, to provide @ total of $1,375,000 for the 
fund for “Special projects,” from which staff assistance is furnished on 
special problems affecting more than 1 agency of the Government 
organization. 

Nationa Security Councin 


The Senate Committee on Post Office and Civil Service, as of May 
15, 1957, reported S. 1884, to amend the Classification Act to authorize 
the National.Security Council to place 2 additional positions in grade 
18, 1 additional position in grade 17, and 2 additional positions in 
grade 16. These positions are being transferred from the Central 
Intelligence Agency to the National Security Council in connection 
with the placing of the staff of the Operations Coordinating Board 
within the structure of the Council under Executive Order 10700 of 
February 25, 1957. 

These are the identical supergrades for which a proviso was included 
in the appropriation bill, as estimated. In view of the legislative 
situation stated above, the committee recommends that the proviso 
be deleted from the appropriation bill. 


OrFficE OF DEFENSE MOBILIZATION 


The committee recommends an increase of $114,000, to provide a 
total appropriation of $2,214,000, which is $166,000 below the budget 
estimate. The amount of the increase is equivalent to the mandatory 
payment to the civil service retirement fund, and will allow the agency 
to operate at a level slightly reduced from 1957. 

The committee also recommends an increase of $32,000, to provide 
a total of $182,000 in thé amount available for the Interdépartmental 
Radio Advisory Committee, which is a reduction of $5,000 from the 
budget estimate. 


EMERGENCY Funp For THE PrestDENT, NATIONAL DEFENSE 


The committee recommends the addition of language to make 
available the unobligated balance on June 30, 1957, as well as the 
$1,000,000 of new appropriation allowed by the House, which is 
$4,000,000 below the Codest estimate. Since very little of last year’s 
appropriation has been used, the committee believes it is expedient 
to make these additional funds available, in order to more adequately 
provide for unforeseen problems that may arise. 





| 
| 
| 
! 
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ForeiGN Criaims SETTLEMENT CoMMISSION 


An addition of $3,500 is recommended in the limitation on the 
amount available for expenses of travel, to provide the estimate of 
$18,500 for that purpose, 


SuBVERSIVE Activities Controt Boarp 


An addition of $10,000 is recommended in the limitation on the 
amount available for expenses of travel, to provide a total of $30,000 
for that purpose. 

GENERAL PROVISIONS 


The committee recommends the addition of the following proviso 
to section 201, which fixes the maximum amount allowable for the 
purchase of passenger motor vehicles: 


: Provided, That the cost of any special feature or equipment 
required for the use of the vehicle in carrying out investiga- 
tive, law enforcement, or intelligence duties shall be in addi- 
tion thereto 


The committee is advised that a recent decision of the Comptroller 
General has questioned some of the items of special equipment, 
acquired mainly for security agencies such as the FBI and the Secret 
Service, which had previously been furnished under a 1938 decision 
which held that certain special equipment required by law-enforce- 
ment agencies would not be considered against the purchase limita- 
tion. It is believed that the committee’s recommendation will clarify 
the matter for all concerned. 








GENERAL GOVERNMENT MATTERS APPROPRIATIONS, 1958 


4 











Sa===========1 000 ‘008— 000 ‘018+ | o00 002% | 000'00g'2 | o00‘008% | o000e1'g |= ttn DO[SsTUIMIOD SJMOMINUOPY OT38q MBooUTy ‘Te30,J, 
s==---=-=-===-| 999 09¢— | 000 00+ | 000 082'T | 00000GT | 000'009T | 000090 'L  [remetnttmmetmeenntnneetnnennnnn ene §9}10}9U100 PUB s[e]OMOUT JO 0O}}ON.I3SIOD 
a 000 ‘og— 000 ‘O1I+ 000 ‘092 ‘T 000 ‘ose “T 000 ‘008 ‘T errr eee ae 
NOISSIKNKAOO SINZHONOK FILLVA NVOIEAKV 
==============| 999'000F—= | 00000F— | 000°000'T | 000°000'T | 000°000'9 | 000°00%'T |-~"*7>w=orroortrranrortoeee> JUSPIsed OG} 04 pozejidoidde spuny ‘Te30.y, 
Sacenceneeeeen|aeenenme=====| O09 Ope [rvneteeeeneeee | eeeeeeeeeenee [meena aeeen=-| 9g QOp | [rete t tert teceteeseeesecereeecenescene quemmeao1dury JuoureseueU Jo sosucdx ay 
ereeee-------- 000'000‘$—  |----"""-"-----| 000 000'T | 000 000 000 ‘000 ‘9 000 ‘000 ‘I wseaeanccoeencececerer=""@STgJOp [BUOTIBN “UOpyselg oy} 10; puny Aoussseuy 
INUCSAad FHL OL GALVIUdOUddV SANAA 
0001 | oor wes— | ove ost | oze'sco'tr | oze zea'tt | ox Z¥0 ct | 9x0 'v1L OL |~rneneeo JOP OG JO CWO San Noerg ‘TOL, 
eo--------=-=-1 og¢'4— |oos't=  |oo00  |oooo |oorzg  |oogug | \v----7otTT""T WOFJSZTUBII JUSMIUIEAOA) UO 00337UIUIODH LIOSTAPY 8,JUSPIST 
000 ‘IT-+ 000 ‘991— 000 ‘I+ nee eee eee, I  ————eEeeCOOor ee TONSATTAOW, SsueJoCT JO CWO 
Wneweapenecces 000 ‘OI— 000 ‘Z¢5-+- 000 ‘002 000 ‘00z 000 ‘OZ 000 ‘Fz ee ae ee en, 
Seecesonenwoe~ 000 ‘s— 008 ‘6+ 000 ‘oe 000 ‘eze 000 ‘868 ees Pg ae ee ee Ce SIOSJAPY OfMIOUOOT JO TOUNOH 
erecnceencnce- 000‘86I— | 000‘0z+ | 000'902 | 000'20Z% | 000'00K® =| 000 BEB ‘Gy [TTT TTT TTT TTT T TE Tn em nnnnnnnnnnnnnnnrenenenenne=-sagpne oy} JO Neg 
Sennen awewene-|--nennenneen-- 929 ‘9I-+ OF ‘00F 00F ‘00F 00% ‘00F QLL ‘ese ~eowwnnnonsnanooccocorerecccvecerocececore"""SPUNOIL) PUB UOJSUBY OATINOCT | 
000 ‘se1$— 000 ‘szIs— | 000 ‘SzI— 000 ‘oz¢ ‘T 000 ‘009 ‘T 000 ‘00s ‘T ES. renee ner ere ee ee eee syefoid pepedg 
epeedpeponert-angponnsoned 046 DLIS+ | OL6I90% = =| 02690 =| 0L6T9O% =| OOD'PUB“T | ~~=>>>mm Tem TeTeennnnnerennennnncnnncnnccnnecnnessens-@OIgO ONO CHUA OTL 
Se ae 000 ‘ost$ 000 ‘osts 000 ‘OsT$ 000 ‘ooTs weeowaneroncanorononcccononcncncocorocccooner=“qUSpIsald OY} JO UoPEsUEd TIO 
IN@aISaad AHL 40 AOMAAO AAILNOAXA 
Tq esnoyy, ‘tipenen Se 0093; UTUI00 S961 IOJ 
eyeueg Aq Tq esnoy gcet L961 ‘st10y3 
pepueumo | Uy} pepueul ‘s0}BUI] 487 ejidoiddy 104] pus Aoussy 


—qiA poledui0o [Iq el JUnOUTy -m100077 
eyeuog ‘(—) esveldep JO (++) osvelouy 





8961 HOd TIA NI 
CIGNINWOOTY SLNNOWV ANV SALVWILSA ANV ‘L961 YOA SNOILVIUdOUddV 10 LNAIWALVLS FALLVUVANOO 








1 





"1961 ‘og oung 


[TBAB Oper ‘gogT ‘TeyMeMMTETddng pudoesg oN} UT 000'9S$ JO TOT BIIdOIddy » 
OG [1JUN o[QBIBas CoUBTeq pozeZ{[qQoun seyeU ‘Zog1 ‘TeyUemMIeTddng pT], ¢ 


“L961 ‘TeyuemIE[ddng pmooeg uy peuyezT0H 1 
“puny sUITBIO IBM WIOIJ ONO'SET$ SUI » 


"1961 ‘Of SUNS WO sOUBTeG PezBS][GouN 4714 101030, ¢ 


"L961 ‘OY uoTelIdolddy [ejueuleiddng oy} uy OOO’Sse$ SepNoUy + 


“PpUN} SUITETO JEM TOIT 0OO'OOTS SHIT # 





————— fl ee | LT 


@avod IOMULNOO SAILIAILOV ZAISUAAGAS 


PRS ee ee sestiedxe pue seyereg 


BOVIS AOMAAO TVILNACGISTUd NO NOISSINAOO AMOSIACV 6,INAGISzad 


na cia hea te tn Aa iri eae ie: sostedxe pus sejreleg 


meee cee coeee$ | co ececeeenere= 


NOISSIA KOO LNAATILLIS SAIVIO NOMA 


Reena eee eee ee sosuedxe PU SOIBISg 


GENERAL GOVERNMENT MATTERS APPROPRIATIONS, 1958 


acme ew eweweeen | comes eeeoeee= | -ceceecceseee= 


NOISSINAOD TVIMOKAN NVVLVG BZOdIOAAAOO 


Poe T TRENTON OTIS sesuedxe pure soyzeTeg 





SLITGNOGS INAANAAAOD NO NOISSINANOD 











Calendar No. 379 


85TH ConGREsS t SENATE | Report 
1st Session No. 372 





AUTHORIZING THE SECRETARY OF THE INTERIOR TO 
PERMIT THE CONSTRUCTION OF A BRIDGE AND ROAD 
ACROSS CHINCOTEAGUE NATIONAL REFUGE, VIRGINIA 





May 22, 1957.—Ordered to be printed 





Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H. R. 2493] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 2493) to authorize the Secretary of the Interior 
to permit the construction of a bridge and road across Chincoteague 
National Wildlife Refuge, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would authorize the Secretary of the Interior to grant ease- 
ments and rights-of-way for bridge and road construction, to a private 
authority for the establishment of a toll bridge and road across the 
Chincoteague National Wildlife Refuge on Assateague Island, to open 
up 10 to 15 miles of ocean sandy beach area for public recreation. 

A private toll bridge and road authority, known as the Assateague 
Bridge Corp., was authorized by the 1956 Virginia General Assembly, 
which acting as a corporation, could issue $300,000 in revenue bonds 
to finance the project. 

The bill and the project has the support and endorsement of the 
United States Fisheries and Wildlife Sabvice. Senators Harry F. 
Byrd and A. Willis Robertson, of Virginia, support the bill and it has 
the backing and support of the citizens of the city of Chincoteague 
and surrounding area. : 

No expenditure by the United States is involved. Construction 
and maintenance of roads and bridge will be undertaken by an agency 
of the State of Virginia, 
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Letters from Senators Byrd and Robertson and the report of the 
Department of the Interior to the House Committee on Merchant 
Marine and Fisheries are as follows: 


Unitep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 18, 1957, 
Hon. Hersert C. Bonner, - 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Mr. Bonner: Your committee has requested a report on 
H. R. 2493 to authorize the Secretary of the Interior to permit the 
construction of a bridge and road across Chincoteague National Wild- 
life Refuge, and for other purposes. 

We recommend that your committee give favorable consideration 
to this proposal. 

H. R. 2493 would authorize this Department to permit controlled 
development for recreational purposes, of a portion of the seashore of 
Chincoteague National Wildlife Refuge, Virginia. Such development 
would be permitted by granting to appropriate agencies of the State 
of Virginia such easements or rights as may be necessary for the con- 
struction and maintenance of a bridge across Assateague Channel and 
terminating on the Chincoteague National Wildlife Refuge. In 
addition, the bill would authorize the granting of rights of easements 
for the construction of an access road from the terminus of the bridge 
to a public beach and recreation area to be developed along the south- 
eastern shore of Assateague Island. 

Easements and other rights to be granted to the State pursuant to 
this measure would be authorized subject to such terms and condi- 
tions as the Secretary of the Interior deems appropriate for adequate 

rotection of the wildlife refuge and other interests of the United 

tates. Other provisions of the bill would authorize the Secretary to 
enter into agreements with State, county, or municipal agencies for 
the construction, maintenance, and operation by such agencies of a 
public beach, concession, parking areas, and other related public 
conveniences. 

Chincoteague National Wildlife Refuge, Virginia, established in 
1943, has one of the finest sections of ocean beach to be found on the 
east coast. If this beach can be made accessible by the construction 
of a connecting bridge from Chincoteague Island and an access road 
through the ie it will provide excellent recreational opportunities 
for a great many people. This Department, in the administration of 
the national wildlife refuges, has long followed a policy of making these 
areas accessible for public use whenever it has been possible to do so 
without detriment to, or interference with, the primary objective of 
the area. We believe that regulated public use of the beach on the 
Chincoteague Refuge can be permitted without encroachment upon 
the lands that are of primary importance to wildlife. 

We recommend a minor revision in the language of the bill as follows: 

On page 2, beginning on line 9, insert a period immediately following 
the words “United States” and strike out the remainder of the sentence 
up to and including the word “hereunder.’’, in line 11. 

We suggest this amendment, because we believe the authority of 
the Secretary to grant easements and rights “subject to such terms 
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and conditions” as he deems appropriate will protect adequately the 
interests of the United States in granting such easements or rights 
to the State. Also, we wacieeutalial that there has been some appre- 
hension that the bill in its present form, unless amended as herein 
suggested, might prevent or jeopardize the sale of revenue bonds by 
the bridge authority of the State. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Ross LEerr.er, 
Assistant Secretary of the Interior; 





Unitrep States SENATE, 
CoMMITTEE ON FINANCE, 
May 16, 1957; 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 

My Dear Macatee: Thanks for your letter of the 9th concerning 
H. R. 2493 introduced by Representative Robeson of Virginia and 
passed by the House of Representatives on May 6. 

I hope it will be the pleasure of your committee to report this bill 
to the Senate as it passed the House, 

With kindest regards, I am 

Cordially yours, 
Harry F. Byrp: 





Unitrep Srates Senate, 
CoMMITTEE ON APPROPRIATIONS, 
May 7, 1957; 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: I hope that it will be possible for your com- 
mittee to take early and favorable action on H. R. 2493, a bill passed 
by the House on yesterday to authorize construction of a bridge and 
road across Chinocoteague National Wildlife Refuge. 

The purpose of this bill is to give public access to a fine beach which 
is presently accessible only by water and, as you will find from House 
Report No. 374, the Department of the Interior made a favorable 
report saying that the project would in no way be detrimental to the 
primary use of the refuge for the protection of wildlife. 

With best wishes, I am 

Sincerely yours, 
A. Wits Rosertson; 


The proposed legislation would make no changes in existing law, 


O 
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85TH CoNGRESS t SENATE Report 
1st Session No. 373 





EXTENDING TO JANUARY 31, 1958, THE AUTHORITY OF 
THE SPECIAL COMMITTEE TO STUDY THE FOREIGN 
AID PROGRAM 





May 23, 1957.—Ordered to be printed 





Mr. Green, from the Committee on Foreign Relations, submitted the 
following 


REPORT 


[To accompany 8. Res. 141] 


The Committee on Foreign Relations, having had under considera- 
tion a recommendation from the Special Committee to Study the 
Foreign Aid Program, created pursuant to Senate Resolution 285, 
84th Congress, as amended by Senate Resolution 35, 85th Congress, 
that its authority be extended until January 31, 1958, reports an 
original resolution extending such authority and recommends that it 
do pass. 

1. BACKGROUND 


The Special Committee to Study the Foreign Aid Program was 
created under the authority of Senate Resolution 285, agreed to 
July 11, 1956. It is composed of the full membership of the Senate 
Committee on Foreign Relations and the chairmen and rankin 
minority members of the Senate Committee on Appropriations an 
the Senate Committee on Armed Services. The resolution directed 
the special committee to make an exhaustive study of United Statés 
foreign assistance programs and transmit to the Senate not later than 
January 31, 1957, the results of the study together with such recom- 
mendations as might be found desirable. The committee was author- 
ized to expend an amount not to exceed $300,000 in carrying out the 
initial phase of its study. On January 30, 1957, under the authorit 
of Senate Resolution 35, the special committee was provided Wit 
$75,000 to continue its study until June 30, 1957. 


2. COMMITTEE ACTIVITIES 


During the fall of 1956, the committee entered into 11 contracts 
with private research organizations and institutions for the purpose 
of obtaining the basic information necessary to evaluate foreign-aid 
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programs: ‘These contracts covered major research projects relating 
to various aspects of United States assistance programs. In addition, 
the committee employed as consultants 10 individuals who conducted 
surveys of foreign-aid programs in different regions of the world. 
Each of these contractors and individuals has submitted a report to 
the committee and all such reports have been published as committee 
rints. 

. The committee also asked some 50 business concerns, news-reporting 
agencies, and religious and other organizations with substantial over- 
seas personnel to cooperate with the committee by forwarding to their 
representatives abroad a questionnaire prepared by the committee, 
A summary of the comments received has Geax published as a com- 
mittee print entitled “Views of Private American Citizens Abroad 
on the Foreign Aid Program.” 


38. HEARINGS 


The special committee held public hearings beginning on March 
20, 1957, and continued such hearings through April 15, 1957. During 
the course of these hearings the committee received the testimony of 
48 witnesses, including Senators, representatives of contractors, 
ten citizens, representatives of organizations, and executive- 

ranch officials. In addition, printed statements were filed with the 
committee by 20 private individuals and organizations. The testi- 
mony of all the above witnesses and the statements which were 
received by the committee have been incorporated in the committee’s 
published hearings. 
4, FINAL REPORT 


On May 13, 1957, the special committee transmitted to the Senate 
its report which set forth the results of its study together with such 
recommendations as it found desirable. The committee’s final report 
on foreign aid was ordered to be printed as Senate Report No. 300. 


5. FINANCIAL STATEMENT 


Under the authority of Senate Resolution 285, agreed to July 11, 
1956, the special committee was authorized to spend an amount not 
to exceed $300,000 in carrying out its study. Under this authority, 
the committee’s expenses through January 31, 1957, amounted to 
$205,000, and at that time the unobligated idlanite lapsed. Pursuant 
to the terms of Senate Resolution 35, agreed to January 30, 1957, the 
special committee was provided with funds in the amount of $75,000 
to continue its study until June 30, 1957. At the date of this report 
the committee has paid out expenses in the amount of $17,532.75. 
It is expected that committee expenditures will increase to about 
$35,000 for the period from February 1 to June 30, 1957, leaving a 
balance of some $40,000. 


6. RECOMMENDATIONS 


At a meeting of the Special Committee To Study the Foreign Aid 
Program on May 9, 1957, it was agreed that the need for further 
inquiry into many aspects of United States assistance programs was 
desirable and necessary. Consequently, the members decided to 
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request that the Senate extend the authority of the committee until 
January 31, 1958. During this period of 7 months, the committee 
expects to observe the manner in which the executive branch carries 
into effect the committee’s recommendations and to report to the 
Senate thereon from time to time. In addition, it is expected that 
individual members of the committee will make concentrated ‘‘on the 
spot” studies in countries where aid is very extensive, with a view to 
further reductions in the cost of the program. For these reasons it is 
recommended that the Senate extend the authority of the special 
committee to continue its study until January 31, 1958. 
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85TH CoNGRESS SENATE { 


Report 
1st Session No. 374 





AMENDING THE ALASKAN AIRPORTS ACT OF 1948 TO 
EXTEND THE PERIOD FOR WHICH LEASES OF REAL 
PROPERTY MAY BE MADE 


May 27, 1957.—Ordered to be printed 


Mr. Monroney, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1366] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1366) to amend the act entitled “An act to 
authorize the construction, protection, operation, and maintenance of 
public airports in the Territory of Alaska,” as amended, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 


I. PURPOSE OF THE BILL 


S. 1366 was introduced at the request of the Department of Com- 
merce to amend the act entitled ‘‘An act to authorize the construction, 
protection, operation, and maintenance of public airports in the Terri- 
tory of Alaska.” The purpose and desirability of the amendment is 
fully set forth in the following extract from the letter to the Vice 
President from the Secretary of Commerce, dated February 12, 1957, 
in which passage of this legislation was requested: 


This bill would amend section 5 of the act under which 
the Department of Commerce operates the Anchorage and 
Fairbanks, Alaska, Airports (act of May 28, 1948; 62 Stat. 
277). Section 5 of that act empowers the Secretary of 
Commerce to lease real property on the airports for periods 
not in excess of 20 years for the erection of structures neces- 
sary or incident to the operation of the airports. This 20-year 
maximum term was considered to be adequate for this pur- 
se because, prior to the liquidation of the Reconstruction 

ance Corporation, it was possible for national banks to 
make loans for construction of commercial facilities on land 
held under lease for 20 years. 
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Under present law, however, national banks are prohibited 
from lending money secured by mortgages on leaseholds 
having less than 50 years to run from the date the loan is 
made or acquired by the national bank (12 U.S. C., sec. 371). 
Since national banks furnish the principal source of financing 
for the type construction which should now be undertaken 
at these airports by private industry, the 20-year maximum- 
term limitation acts to prevent the necessary development 
of these airports. 


Your committee notes that this problem as applied to leases made 
by the Alaska Railroad for industrial development along its right-of- 
way has already been dealt with in Public Law 232 of the 84th Con- 
gress, increasing from 20 to 55 years the maximum terms of leases 
given by the railroad. The reasons given for this enactment in the 
report of the Senate Interior and me a Affairs Committee (S. Rept. 
706; 84th Cong.) apply equally to Alaskan airports. 

The present bill would extend similar authority to the Secretary of 
Commerce to make 55 year leases of land on the Alaska airports. 
Under these leases private industry could undertake construction of 
needed facilities to serve the public. 

The General Accounting Office favors enactment of this legislation. 
The Civil Aeronautics Board has no objection to it. Their letters of 
comment, together with the full text of the letter from the Secretary 
of Commerce requesting the legislation, are set forth in full below for 
the information of the Senate. 


Tue SECRETARY OF CoMMERCE, 
Washington, February 12, 1957. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, United States Senate, 
Washington, D. C. 

Dr. Mr. Presipent: It is requested that you introduce in the 
Senate at your earliest convenience the attached draft bill ‘to amend 
the act entitled ‘An act to authorize the construction, protection; 
operation, and maintenance of public airports in the Territory of 
Alaska,’ as amended.” 

This bill would amend section 5 of the act under which the Depart- 
ment of Commerce operates the Anchorage and Fairbanks Alaska Air- 
ports (act of May 28, 1948; 62 Stat. 277). Section 5 of that act em- 
powers the Secretary of Commerce to lease real property on the air- 
ports for periods not in excess of 20 years for the erection of structures 
necessary or incident to the operation of the airports. This 20-year 
maximum term was considered to be adequate for this purpose be- 
cause, prior to the liquidation of the Reconstruction Finance Corpora- 
tion, it was possible for national banks to make loans for construction 
of commercial facilities on land held under lease for 20 years. 

Under present law, however, national banks are prohibited from 
lending money secured by mortgages on leaseholds having less than 
50 years to run from the date the loan is made or acquired by the 
national bank (12 U.S. C., sec. 371). Since national banks furnish 
the principal source of financing for the type construction which should 
now be undertaken at: these airports by private industry, the 20-year 
maximum-term limitation acts to prevent the necessary development 
of these airports. 
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This problem was recognized by Congress in 1955, when, for similar 
reasons, it enacted Public Law 232 of the 84th Congress, and author- 
ized an increase from 20 to 55 years in the maximum terms of leases 
given by the Alaska Railroad, for industrial development of Govern- 
ment-owned land along its rights-of-way. The reasoning set forth 
in the reports of the Senate and House Interstate and Foreign Com- 
merce Committees (S. Rept. 706; H. Rept. 202; 84th Cong., Ist 
sess.) is equally applicable to the Alaskan airports. 

The attached draft bill would extend similar authority to this 
Department to make 55-year leases of land on the Alaska airports. 
Under these leases, private industry could undertake construction of 
facilities now needed at these airports to serve the public. We, 
therefore, recommend this bill to the Congress for early enactment. 

We are advised by the Bureau of the Budget that there is no 
objection to the submission of this legislation to Congress. 

Sincerely yours, 
Sinctarnk WEEKS, 
Secretary of Commerce. 





Civm Arronavtics Boarp, 
Washington, April 8, 1957; 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Senator Magnuson: This is in further reply to your letter 
of February 26, 1957, acknowledged on March 5, 1957, asking the 
Board for a report on S. 1366, a bill to amend the act entitled “An 
act to authorize the construction, protection, operation, and mainte- 
nance of public airports in the Territory of Alaska,” as amended. 

S. 1366 would extend from 20 to 55 years the term for which real 
opty upon Government airports in the Territory of Alaska may be 
eased for the purpose of erecting structures incident to the operation 
of the airports. ‘This is a matter which concerns the administration 
of these airports by the Department of Commerce and the Board has 
no comment to make on the bill. 

Sincerely yours, 
James R. Durrer, Chairman. 





ComPpTROLLER GENERAL OF THE UNITED SratTEs, 
Washington, March 19, 1957. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Senator Maanuson: Your letter of February 26, 1957, 
requests our comments on S. 1366 which would further amend section 
5 of the act entitled ‘‘An act to authorize the construction, protection, 
operation, and maintenance of public airports in the Territory of 
Alaska,” approved May 28, 1948, to authorize the Secretary of Com- 
merce to lease real property within or upon Alaska airports for the 
purpose of erecting structures necessary or incident to the operation 
of airports for periods not exceeding 55 years, Existing legislation 
limits such leases to 20 years. 
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The bill would provide for the extension of the permissible period 
of the lease similar to that authorized in the case of the Alaska 
railroad by Public Law 232 of the 84th Congress, 69 Stat. 494. Public 
Law 232 was enacted, as indicated by Senate Report No. 706 of the 
84th Congress, to permit the lessee to obtain mortgage loans from 
national banks. The same purpose appears to be applicable in the 
case of S. 1366. Increasing the possible sources of loans for construc- 
tion would appear to generate greater interest in the acquisition of 
leases for such purposes making possible the leasing of property on 
more advantageous terms to the Government. Accordingly, we 
recommend favorable action on the bill. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


II. COMMITTEE AMENDMENT 


On page 2, line 6, insert after ‘‘years’’ the following: 


, and any such lease heretofore made may be renewed or 
renegotiated for any such period 


As presently drafted, S. 1366 leaves some question whether existing 
leases may be renewed or immediately renegotiated for a new 55-year 
term. ‘The proposed amendment has been inserted to remove this 
uncertainty by providing for renewals and renegotiation, thereby 
making it possible for corporations now holding 20-year leases to 
secure immediately the benefits of the longer term. 


III. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of the rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 


black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


Section 5 or THE Act or May 28, 1948, as AMENDED (62 Srar. 278, 
48 U.S. C. 485p) 


Sec. 5. The Secretary of Commerce is empowered to lease under 
such conditions as he may deem proper and for such periods as may 
be desirable (not to exceed ten years) space or property within or 
upon the airports for purposes essential or appropriate to the opera- 
tion of the airports: Provided, That real property within or upon the 
airports may be leased for purposes of erecting structures necessary 
or incident to the operation of the airports, for periods not exceeding 
Etwenty years] fifty-five years, and any such lease heretofore made may 

e renewed or renegotiated for any such period. 


O 
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RELATING TO EFFECTIVE DATES OF INCREASES IN COM- 
PENSATION GRANTED TO WAGE-BOARD EMPLOYEES 


May 27, 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany 8. 25] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 25) relating to effective dates of increases in 
compensation granted to wage-board employees, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

PURPOSE 


S. 25 would require that whenever an increase in compensation 
is granted wage-board employees in accordance with local prevailing 
rates, such increase shall become effective not later than the beginning 
of the first pay period which begins on or after 30 days following the 
date on which the survey used to determine the new rate was officially 
ordered to be made. 

BACKGROUND 


Section 202 (b) of the Classification Act of 1949, as amended, pro- 
vides that employees in recognized trades or crafts, or other skilled 
mechanical crafts, or in unskilled, semiskilled, or skilled manual-labor 
occupations * * * shall have their compensation fixed and adjusted 
from time to time by their agencies in accordance with prevailing rates 
in private industry. 

This bill (S. 25) is identical to S. 3465, as amended, approved 
unanimously in the Senate July 16, 1956. 

S. 3465, as introduced, would have required that whenever an in- 
crease in compensation is granted wage-board employees in accordance 
with local prevailing rates, such increase be made retroactive to the 
starting date of the survey. The bill was amended to fix the effective 
date of any such increase not later than the beginning of the first pay 
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period which begins on or after 30 days following the starting date of 
the survey. 


JUSTIFICATION 


During the hearings held last year on the bill, it was established 
that agencies often take 3 months or longer to complete their surveys 
of local industry wage rates. After collection of the data, it is fre- 
quently another month or more before the data is studied and the new 
schedule of rates prepared and made effective. The net result is that 
although the Government is presumed to be paying its blue-collar 
workers in accordance with prevailing rates in private industry, there 
is a lag of from 3 to 5 months before increases in the pay of employees 
in industry are reflected in the pay of similar employees who are 
employed by the Government. 

While a good case was made for enactment of legislation which 
would require increases to be made effective retroactively to the start- 
ing date of the survey, a similarly good case was made by the agencies 
against enactment of a measure which would require retroactive pay 
in every instance. This would most certainly be the case if the pay 
adjustments were required to be made effective on the date the survey 
is ordered to be made, for there is no possible way to avoid the taking of 
a reasonable period of time in which to conduct the survey, prepare the 
new wage schedule, and so forth. 

In full appreciation of both sides of the issue, the committee believes 
that the bill is reasonable and workable. It will not deny Government 
employees justified increases for an unreasonable period of time. On 
the other hand, it allows the agencies a reasonable period of time in 
which to conduct adequate wage surveys. The committee believes 
that if the agencies do their job in a well-planned and expeditious 
manner, there will be little, if any, occasion for the payment of retro- 
active wage increases. The committee recognizes the problems inher- 
ent in retroactive pay adjustments, but it believes that the bill is 
amply liberal from the standpoint of time allowed the agencies to 
conduct wage surveys; 


Oo 
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CONTINUING IN EFFECT THE SUSPENSION ON TROOP 
CEILINGS IN THE ARMED FORCES 


May 28 (legislative day, May 27), 1957.—Ordered to be printed 


Mr. Russet, from the Committee on Armed Services, submitted the 
following 


REPORT 


{To accompany H. R. 7143] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 7143) to amend the act of August 3, 1950, as amended, to 
continue in effect the provisions relating to the authorized personnel 
strengths of the Armed Forces, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE 


The purpose of this measure is to continue until July 1, 1959, the 
suspension of ceilings on the authorized personnel strengths of the 
Armed Forces. 

BACKGROUND INFORMATION 


The act of August 3, 1950, Public Law 655, 81st Congress, as 
amended by section 3 of the 1951 amendments to the Universal Mili- 
tary Training and Service Act and by Public Law 307 of the 83d 
Congress, suspends ceilings on the authorized personnel strength of 
the Armed Forces that are established by several provisions of law. 
These ceilings are now suspended until July 31, 1957. H. R. 7143 
continues the suspension until July 1, 1959. 

Section 2 of the Universal Military Training and Service Act estab- 
lishes authorized active-duty personnel strengths for the Armed Forces 
that total slightly more than 2 million. The authorized strengths have 
been exceeded since the hostilities in Korea. The active-duty strength 
of the Armed Forces now is approximately 2,800,000. 

Section 2 of the act of August 3, 1950, as amended, imposes a second- 
ary ceiling of 5 million persons on the active-duty personnel strength 
of the Armed Forces during the period that the permanent personnel 
strength limitations are suspended. This secondary ceiling of 5 mil- 
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lion will remain in effect during the extended period of suspension of 
the permanent ceilings proposed by H.R. 7143. 


CONTINUED SUSPENSION NECESSARY 


The military departments plan to have active-duty strengths and 
a total of approximately 2,800,000 for fiscal year 1958. Unless the 
suspension of the permanent personnel strength ceilings is continued, 
substantial reductions in this total would be required. The Air 
Force in particular would suffer a heavy loss; its active-duty personnel 
strength would have to be reduced by approximately 413,000 persons. 

Until a sharp decrease in the size of our Armed Forces can safely be 
effected, it is manifest that the permanent ceilings on active-duty 
personnel strength must be suspended. 

The suspension proposed by this bill would continue in effect until 
July 1, 1959. Thus the termination of the suspension would coincide 
with the termination of the authority to induct persons into the Armed 
Forces under the Universal Military Training and Service Act, as 
amended. 


DEPARTMENTAL RECOMMENDATIONS—COST DATA 


Printed below and hereby made a part of this report is a letter 
dated April 25, 1957, from the then Secretary of the Air Force indicat- 
ing that enactment of this proposal would not increase the budgetary 
requirements of the Department of Defense, that this measure is part 
of the Department of Defense legislative program for 1957, and that 
po Bureau of the Budget has no objection to the consideration of the 

DepaRTMENT OF THE Arr Force, 
OFFICE OF THE SECRETARY, 
Washington, April 25, 1957. 
Hon. Sam RaysBurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legis- 
lation, to amend the act of August 3, 1950, as amended, to continue 
in effect the provisions relating to the authorized personnel strengths 
of the Armed Forces. 

This proposal is part of the Department of Defense legislative 
rogram for 1957 and the Bureau of the Budget has advised that it 
as no objection to the submission of this proposal for the consider- 

ation of the Congress. The Department of the Air Force has been 
designated as the representative of the Department of Defense for 
this legislation, It is recommended that this proposal be enacted by 
the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to extend until July 31, 
1960, the provisions of the act of August 3, 1950 (Public Law 655, 
8ist Cong.; 64 Stat. 408), as amended. In 1954 suspension of the 
limitation on the authorized active-duty personnel strength of the 
Armed Forces, as well as other limitations on the authorized personnel 
strength of other components and branches of the Armed Forces was 
extended until July 31, 1957 (Public Law 307, 83d Cong.; 68 Stat. 27). 

The international situation under which this suspension was 
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originally granted and extended has not materially improved, and at 
times approaches a critical intensity. The Armed Forces must 
achieve and maintain a strength commensurate with the commitments 
of the United States, the world situation in general and the capabil- 
ities of our allies. Overseas operations must be aggressively sup- 
ported. The Armed Forces must be assured of an adequate military 
eapability necessary to support United States foreign policy for an 
indefinite period, 

Failure to continue the suspension of the limitation on the author- 
ized active-duty personnel strength of the Armed Forces would auto- 
matically force the strength of the Armed Forces downward from its 
current level of approximately 2.8 million to approximately 2 million. 
This would require the demobilization of a large segment of the active 
combat and supporting elements and cause our present commitments 
to be completely unacceptable from a military security point of view. 
In view of the need for long-range Department of Defense planning in 
this area and the fact that the Department of Defense program for 
fiscal year 1958 is based upon an active-duty personnel strength 
which is substantially in excess of 2 million, the further suspension of 
the authorized personnel strength of certain components and branches 
of the Armed Forces should be for a minimum of 3 years. The Con- 
gress has repeatedly declared that an adequate strength must be 
achieved and maintained to insure the security of this Nation. Con- 
tinued suspension of the limitations on the authorized active-duty 
strengths is essential to the achievement of that objective. 


COST AND BUDGET DATA 


This proposal would cause no increase in budgetary requirements 
within the Department of Defense. 
Sincerely yours, 
(Signed) Donatp A. QuaRLEs, 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed herewith in roman type existing 
law in which no change is proposed; existing law proposed to be 
omitted is enclosed in black brackets; and new matter is printed in 
italics. 


Section 1 or THE Act or August 3, 1950, as AMENDED 


That provisions of law imposing restrictions on the authorized per- 
sonnel strength of any component of the Armed Forces, including 
sections 102, 202, 213, and 302 of the Women’s Armed Services Inte- 
gration Act of 1948 (62 Stat. 357, 363, 369, and 371), section 2, 
title I of the Selective Service Act of 1948 (62 Stat. 605), as amended, 
section 2 of the Act of April 18, 1946 (60 Stat. 92), and sections 102 
and 202 of the Act of July 10, 1950 (64 Stat. 322 and 323), are hereby 
suspended until [July 31, 1957.] July 1, 1959. 


23002°—58 Ss Rept., $5-1, vol. 2—— 47 
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PROVIDING FOR THE REVISION AND PRINTING OF A COMPILATION 
OF FEDERAL LAWS RELATING TO THE REGULATION OF CARRIERS 
SUBJECT TO THE INTERSTATE COMMERCE ACT 


May 28 (legislative day, May 27), 1957.—Ordered to be printed 


Mr. Bourier, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 695} 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 695) providing for the revision and printing 
of a compilation of Federal laws relating to the regulation of carriers 
subject to the Interstate Commerce Act, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The bill would allow the Interstate Commerce Commission to revise 
and bring up to date and prepare for printing an annotation of the 
acts administered by the Interstate Commerce Commission. 

Identical legislation in the 84th Congress (S. 4145) was favorably 
reported by your committee and was passed by the Senate. It was 
too late in the session for the House to take action. 

The present annotation consists of 16 volumes, the last of which 
was printed in 1953. Volumes 6 through 11 were printed as Senate 
documents, and during the last Congress the Commission suggested 
that volume 17 be so printed. 

Your committee felt then, as it does now, that this is a matter 
which should be handled by the ICC and amended the bill so as to 
authorize appropriations and to direct the ICC to prepare the material 
itself. 

The present ICC budget contains a request for $67,650 for this work. 
The ICC advises that the next budget will contain the same request 
and the budget after that a request for $54,925. 

The Commission plans to revise and condense the material in some 
10 or 11 volumes so that it will be modernized and up to date. The 
budget requests are keyed for the preparation of 4 volumes per year 
for the first 2 years and 3 the following year. 

It would appear that this annotation of the many cases and the 
laws which the Commission administers is badly needed by not only 
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the Government but by the practitioners in the field. There can be 
no question that a modern revision of the cases and the laws under 
which they were decided is highly necessary. 
The Department of Justice offered no comment on the legislation. 
The Comptroller General, in favoring the legislation, stated: 


The present compilation has been useful in our work, and 
we can see no objection to the enactment of the proposed 
legislation, since the fulfillment of its purpose presumably 
would facilitate the work of Government officers and other 
parties dealing with transportation matters. 


The letter from the Chairman of the Interstate Commerce Com- 
mission which more fully sets out the necessity for the bill is set 
out below. 

The bill makes no changes in existing law. 


INTERSTATE COMMERCE COMMISSION, 
February 15, 1987. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear CHatrMAN Macnuson: Your letter of January 22, 1957, 
addressed to the Chairman of the Commission and requesting com- 
ments on a bill, S. 695, introduced by Senator Butler, providing for 
the revision and printing of a compilation of Federal laws relating to 
the regulation of carriers subject to the Interstate Commerce Act, 
has been referred to our Committee on Legislation. After considera- 
tion by that committee, I am authorized to submit the following 
comments in its behalf: 

If enacted, S. 695 would authorize the Commission to revise, bring 
up to date, and prepare for printing the complete set of volumes 
entitled : “Compilation of Federal Laws Relating to the Regulation of 
Carriers Subject to the Interstate Commerce Act, With Digests of 
Pertinent Decisions of the Federal Courts and the Interstate Com- 
merce Commission, and Text of or References to General Rules and 
Regulations.” 

The annotations, first published in 1930 in response to a Senate 
resolution adopted 3 years earlier (1927), have proved to be a valuable 
transportation research tool, both inside and outside the Commission. 
The original compilation consisted of 5 volumes of about 900 pages 
each. Supplemental volumes have been added as follows: 


Year pub- , Year pub- 

Volume: lished | Volume—Continued lished 
ee et ee Jobe ab ib oe 11934 Sa MOU A ei 1944 
ee is SEE es aah hel 11934 DME BOL is eed el 1946 
i oe el 11934 a a ld ae 1948 
i a 11934 a a a 1951 
Te eas 11940 i ee ee ee 1953 

ape. ee ees i 11942 


1 Printed as Senate documents. 


Additional material has accumulated since 1953 to the point where 
we considered it necessary to proceed with publication of volume 17, 
as you were advised by former Chairman Arpaia in a letter dated 
September 19, 1956. In his letter, the former chairman stated that 
in view of the adjournment of the last session of Congress before House 
action could be taken on S. 4145 (identical to S. 695), which had been 
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passed by the Senate, the earliest possible starting date for a complete 
revision of the subject publication would be at least 6 months or more 
in the future, “‘and of course we have no assurance that the necessary 
funds would be available then.” He further advised that the editorial 
work of revising the text and the task of printing the estimated 11 
volumes of the consolidated publication could not be completed in less 
than 2% to 3 years, and that in view of this situation and the need 
within the Commission, the practitioners before the Commission, and 
the public for the material assembled since publication of volume 16 
3 years ago, the Commission proposed to proceed with publication of 
volume 17. The cost of this volume will be met from our regular print- 
ing funds in our current appropriation.” 

For a long time there has existed a pressing need for a complete revi- 
sion of the annotated material contained in the 16 published volumes, 
and the volume now being prepared for publication. At the present 
time, only volumes 12, 13, 15, and 16 are available for purchase, the 
other 12 volumes being out of print. Even those persons having a 
complete set find it difficult and time consuming to use the material 
in its present form. This is due to the fact that the basic five volumes 
contain only the statutory provisions as of 1930, with related text. 
Since that time the Interstate Commerce Act has been amended in 
material respects, particularly by the addition of part II in 1935, 
part III in 1940, and part IV in 1942. 

These extensive changes are scattered throughout the supplements, 

and because the material is spread among so many volumes covering 
a wide span of years, the job of the seare her in running down a point is 
an awkward and tedious operation. A thorough search now requires 
the physical handling and checking of many volumes. 

Revision and condensation of the material into a cumulative 
republication of some 10 or 11 volumes would greatly simplify the task 
of the searcher. It would not only satisfy an immediate need within 
the Commission, but would be most helpful to members and staffs of 
the various congressional committees. It would also be of tremendous 
assistance to those who practice before the Commission and to the 
transportation industry in general. 

Section 2 of S. 695 provides that, “There are hereby authorized to 
be appropriated such sums as may be necessary for the preparation 
and printing of such revised material.’”’ Provision for a portion of the 
necessary funds has been made in our budget, now pending before the 
Congress, for the fiscal year beginning July 1, 1957. Specifically, the 
budget provides $67,650 to cover the estimated cost of editorial work 
and printing of the first 4 volumes of a cumulative republication. 

Thereafter, the budget request for the fiscal year beginning July 1, 
1958, would include an item for another $67,650 for the second 4 
volumes, and the following year’s budget would request $54,925 to 
publish 3 additional volumes. It is contemplated that the work 
could be completed during the fiscal year beginning July 1, 1959. 

For the reasons stated herein, we strongly urge enactment of S. 695. 

Respectfully submitted. 

Owen CLARKE, 
Chairman, Committee on Legislation. 
Owen CLARKE. 

ANTHONY ARPAIA. 


Rosert W. Minor. 
O 
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AUTHORIZING THE SECRETARY OF COMMERCE TO PRE- 
SCRIBE SEALS FOR BUREAUS AND OFFICES OF THE 
DEPARTMENT OF COMMERCE 


May 28 (legislative day, May 27), 1957.—Ordered to be printed 


Mr. Smaruers, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1027] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1027) to authorize the Secretary of Commerce 
to prescribe seals for bureaus and offices of the Department of Com- 
merce, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

This bill was introduced at the request of the Secretary of Commerce 
who advised that the Commerce Department, in its diverse and wide- 
spread activities, functions through 13 primary organizational units. 
These units, as bureaus and offices of the Department, except the 
Patent Office and the Bureau of Census which have their own seals, 
are regularly called upon to certify official documents for use in court 
and other formal proceedings as official departmental documents. 
Such papers are required to bear the seal of the Department of Com- 
merce as authorized by statute (5 U.S. C., sec. 591). 

Because the seal is frequently needed by a unit of the Department 
outside the District of Columbia, this legislation would obviate the 
necessity for a constant exchange of documents between the field and 
the Office of the Secretary. 

The Secretary of Commerce advises that enactment of the bill 
would result in a considerable saving in time and money. 

The Comptroller General has no objection to the legislation, nor 
does the Attorney General, who pointed out that similar statutory 
authority exists for other departments. 

No change would be made in existing law. 


O 
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FURTHER AMENDING THE REORGANIZATION ACT OF 1949, AS 
AMENDED, SO THAT SUCH ACT WILL APPLY TO REORGANIZA- 
TION PLANS TRANSMITTED TO THE CONGRESS AT ANY TIME 
BEFORE JUNE 1, 1959 





May 29, 1957.—Ordered to be printed 


Mr. McCuatxan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8. 1791] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1791) to extend the Reorganization Act of 1949 so that such 
act will apply to reorganization plans transmitted to the Congress at 
any time betore June 1, 1959, having considered the same, report 
peorasny thereon without amendment and recommend that the bill 

0 pass. 
his bill was introduced by the chairman of the committee, at the 
request of the President. In his message to the Congress, requesting 
extension of this act, the President stated: 


Extensive accomplishments have been achieved under the 
Reorganization Acts of 1939 and 1945 and under the present 
statute, the Reorganization Act of 1949. The time for trans- 
mitting plans under the latter has been twice extended by the 
Congress: in 1953 and 1955. 

The current act was adopted following the strong endorse- 
ment of the first Commission on Organization of the Executive 
Branch of the Government in 1949, which stated: ‘This 
authority is necessary if the machinery of government is to be 
made adaptable to the ever-changing requirements of admin- 
istration and if efficiency is to become a continuing rather 
than a sporadic concern of the Federal Government.” In 
December 1954, the second Commission on Organization of 
the Executive Branch of the Government unanimously re- 
commended further extension of the act. 
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Accordingly, I urge the Congress to continue the practical 
arrangements contained in the Reorganization Act by which 
the Congress and the President can carry forward their coop- 
erative endeavors to provide the best possible management of 
the public business. 

PURPOSE 


The enactment of S. 1791 would continue the Reorganization Act 
of 1949, as amended, from its present expiration date, June 1, 1957, to 
June 1, 1959. Its objective is to permit more effective reorganization 
of the executive branch of the Government, by authorizing the Presi- 
dent to submit reorganization plans which would become law unless 
disapproved by a majority of the authorized membership of either 
House, within 60 calendar days following the date of submission. 

The President in his message to the Congress, and the Director of 
the Bureau of the Budget recommended, in a letter addressed to the 
President of the Senate on April 2, 1957, that the act be extended to 
June 1, 1961. The committee held, however, that an extension of 
2 years, or well into the 86th Congress, was consistent with the 
policy of the Congress in approving previous extensions, thus per- 
mitting review of the authority by each succeeding Congress, and, 
therefore, recommends extension for only 2 years. 

This legislation is proposed in order to carry on an established policy 
of Congress, in delegating to the President authority to reorganize 
the executive branch of the Government. Such authorization was 
originally granted in the Economy Act of June 30, 1932. This act was 
amended and superseded by the act of March 3, 1933, as amended by 
the act of March 20, 1933, granting reorganization authority to the 
President for a period of 2 years. The Reorganization Act of 1939 was 
also approved for a 2-year period, and expired in January 1941. Tem- 
porary wartime authority for emergency reorganizations was delegated 
under title I of the First War Powers Act of December 18, 1941, for 
the duration of the war and 6 months. The Reorganization Act of 
1945, which expired on April 1, 1948, continued the prewar policy 
after its utilization had clearly established its advantages and effec- 
tiveness over normal legislative processes in the expedition of action 
on reorganizations within the executive branch. The Reorganization 
Act of 1949 continued this authority, with modifications, to April 1, 
1953. The act was extended to April 1, 1955, by the 83d Congress 
and to June 1, 1957, by the 84th Congress. 


PROVISIONS OF REORGANIZATION ACTS 


The Reorganization Acts of 1939 and 1945 contained provisions 
which permitted the Congress to disapprove any reorganization plans 
submitted under those acts, within a 60-day period after submission 
thereof, by concurrent resolution stating, in substance, that the 
Congress did not favor the reorganization plan. The House of Repre- 
sentatives in considering extension of this authority in 1949 recom- 
mended that this disapproval procedure be continued. 

The 1939 act specifically exempted 21 named agencies from any 
reorganization, and the 1945 act exempted, either wholly or partly, 
11 agencies from the operations of the act. The bill as approved by 
the House of Representatives in 1949 contained provisions whic 
exempted from the full application of the act reorganizations which 
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would affect the National Military Establishment, the Board of 
Governors of the Federal Reserve System, the Interstate Commerce 
Commission, the Securities and Exchange Commission, the Railroad 
Retirement Board, the National Mediation Board, and the National 
Railroad Adjustment Board, following the precedents for such exemp- 
tions contained in both the 1939 and 1945 acts. 

The Senate Committee on Government Operations (then the Com- 
mittee on Expenditures in the Executive Departments) reported, and 
the Senate approved unanimously a bill, S. 526 (S. Rept. 232, 81st 
Cong.), which continued the authority of the President to submit 
reorganization plans and removed exemptions which had placed cer- 
tain specified agencies in a restricted category. It was the view of the 
committee that this action would permit wider powers to the President 
in submitting reorganization plans providing for realinements of Fed- 
eral agencies that would be desirable and in the public interest. The 
liberalization of the original act, however, was conditioned on a pro- 
vision of the bill, as reported, which provided that a simple resolution 
of disapproval by either the House or the Senate would be sufficient 
to reject or disapprove any reorganization plans submitted by the 
President. 

In recommending that either House be authorized to disapprove a 
plan, the committee intended that the Congress would thus retain, 
to the fullest extent possible, the power to determine whether reor- 
ganization plans submitted to the Congress by the President shall 
become law through the normal legislative processes. However, this 

ower of disapproval, vested in each House, did not authorize either 

ouse to revise the provisions of the plans, but enabled each House 
to prevent any plan, of which it disapproved, from becoming effective 
by a simple majority of those present and voting. The power thus 
reserved to each House was essentially the same as that possessed by 
each House in the ordinary legislative process, in which no new law 
or change in existing law can be made if a majority of either House 
does not favor it. It was the committee’s position that no significant 
difference appeared to exist by reason of the fact that under the 
ordinary legislative process the unwillingness of either House to ap- 

rove the making of new laws or a change in existing law is manifested 
by the negative act of refusing to register a favorable vote, whereas 
under the original Senate bill the unwillingness must be manifested 
by the affirmative act of the passage of a resolution of disapproval 
of a reorganization plan. The full import of this difference becomes 
even more apparent when regard is had to the stringent rule contained 
in the bill which makes impossible actions calculated to delay or 
prevent consideration of resohatiaas of disapproval. 

In adopting this disapproval procedure the committee agreed that 
no amendments to exempt any agency of the Government or other 
restrictions would be included, but members of the committee re- 
served the right to submit amendments exempting specific agencies if 
the Senate failed to sustain the provision for the disapproval of a plan 
by simple resolution of either House. 

The Senate unanimously approved S. 526, as recommended by the 
committee, on May 16, 1949. The House also passed a companion 
bill (H. R. 2361), with the restrictions outlined above, which was sub- 
stituted for the Senate bill. The Senate bill was then included as an 
amendment, and sent to conference. The Senate conferees stood 
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solidly for retention of the provision for rejection by a simple majority 
vote of either House, which had been included in the Senate bill, the 
conferees agreeing to a considerable broadening of the President’s 
authority compared with previous reorganization acts. 

As finally approved in conference, after an impasse which lasted for 
several weeks, the bill incorporated Senate proposals granting the 
President authority to propose the creation of new departments—a 
power which was not given to him under earlier acts—and eliminated 
all restrictive and limiting provisions, but incorporated the provision 
requiring that a reorganization plan submitted under the act would 
require the adoption of a resolution of disapproval by a majority of 
the authorized membership of either House. The Senate, in approving 
the original Senate bill, had made it clear that the granting of these 
additional powers to the President had been conditioned upon reten- 
tion of the provision permitting rejection of any plan by a simple 
majority vote of either House, and the concessions made by the con- 
ferees were approved only because they were necessary if any reorgan- 
ization authority was to be granted to the President. The bill. which 
originally established April 1, 1953, as the final date for the submission 
of plans, was signed by the President on June 20, 1949, as Public 
Law 109. 

The committee, in reporting the bill to extend the President’s reor- 
ganization authority under the act to April 1, 1955, in the 83d Con- 
gress, and to June 1, 1957, in the 84th Congress, reaffirmed both its 
own and the views of the Senate when the original act was approved 
in 1949. Since the Senate version of the 1949 act was not permitted 
to become law, and the existing abnormal method of procedure under 
the disapproval formula was adopted at the insistence of the House 
conferees, the committee held that it was only proper that the House 
should take the initiative in changing the method of disapproval. 
The majority agreed, however, that the same reorganization authority 
granted to President Truman should be extended to President Eisen- 
hower, and therefore recommended the extension of the act as approved 
by the House. The House bill, H. R. 1979, was approved in the 
Senate on recommendations of the committee (S. Rept. 36), and was 
enacted into law (Public Law 3, 83d Cong.). In the 84th Congress, 
S. 613, extending the authority to April 1, 1957, was reported favor- 
ably on January 26, 1955 (S. Rept 16). A companion bill, H. R. 
2576, extending the authority to April 1, 1958, was passed by the 
House of Representatives on January 26, 1955, and was amended in 
the Senate with a cutoff date of April 1, 1957, as recommended by the 
Committee on Government Operations. The Senate insisted on its 
amendment and referred the bill back to the House, where the House 
bill was further amended to fix the expiration date as June 1, 1957, 
which amendment was agreed to in the Senate and approved by the 
President on March 25, 1955, as Public Law No. 16. 


PLANS SUBMITTED UNDER REORGANIZATION ACTS 


President Hoover initiated 11 plans under the authority of the 
act of 1932, all of which were defeated through veto action in the 
House of Representatives, due to the impending change in adminis- 
tration. Under the 1933 act reorganizations were effected in agri- 
cultural, credit, procurement, disbursement, national park, immigra- 
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tion, internal revenue, and various other functions. President 
Roosevelt submitted five plans under the act of 1939, involving the 
creation of the Federal Security Agency, the Federal Works Agency, 
and the Federal Loan Agency, all of which were permitted to become 
law. Under this act the Executive Office of the President was also 
established. 

Temporary changes effected under the War Powers Act, although 
extensive in some areas, were required to be made permanent under 
direct legislative action, or through permanent authority granted under 
the act of 1945. Under this latter act, President Truman submitted 
7 plans, 3 of which were disapproved by concurrent resolutions of 
both Houses of Congress. Sections of these were approved by other 
plans submitted subsequently, to overcome objections raised to pro- 
visions in the original plans. 

President Truman submitted a total of 41 reorganization plans 
under the authority of the Reorganization Act of 1949, which expired 
on April 1, 1953 (8 in 1949, 27 in 1950, 1 in 1951, and 5 in 1952), 30 
of which were permitted to become effective. Of the 11 remaining 
reorganization plans, 2 were duplications of plans originally rejected 

and later approved with modifications to meet Senate objections; 8 
were disapproved by the Senate and 1 by the House. One of the 
plans, dealing with reorganization of the National Military Establish- 
ment, was incorporated in Public Law No. 216, 8ist Congress. Had 
the formula for disapproval for such plans recommended by the Senate 
been in effect, authorizing disapproval of plans by only a simple 
majority of either House, two more of the plans, No. 9 of 1950 relat- 
ing to the Federal Power Commission, and No. 1 of 1951 on the 
reorganization of the Reconstruction Finance Corporation, would 
have been rejected by the Senate. 

President Eisenhower submitted a total of 12 reorgmayenante plans 
under authority of the act, as extended to April 1, 1955, during the 
83d Congress, all of which became effective. The "plat included 
the creation of the Department of Health, Education, and Welfare, 
the Foreign Operations Administration, and the United States Infor- 
mation Agency; others included realinements and transfers of functions 
affecting a number of Federal agencies. 

In the 84th Congress, the President submitted two plans: No. 1 of 
1956, to improve the management of research and development pro- 
grams in the Department of Defense, and No. 2 of 1956, to provide 
for the establishment of the Federal Savings and Loan Insuranee 
Corporation as an independent agency of the Federal Government. 
Both of these plans were disapproved by the House of Representatives 
on July 5, 1956, by voice vote. 

The following table sets forth action taken on plans submitted to 
the 8ist, 82d, 83d, and 84th Congresses, under authority of the 
Reorganization Act of 1949, as amended: 
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Action on reorganization plans, 81st and 82d Congs. 
REORGANIZATION PLANS OF 1949 























Senate Senate vote on resolution of 
Plan resolution] 8. Rept. disapproval 
No. Title of dis- No. 
ae 
vo. Yeas Nays Date 
1 | Department of Welfare. -__..............- 147 1851 60 32 | Aug. 16, 1949 
*2 | Bureau of Employment Security-........ 151 2852 3432 57 | Aug. 17, 1949 
3 | Post Office Department___.____. None Ge dnidertinncdleicenstcshinspshesedad dl 
4 | National Security Council and National 
Security Resources Board_............- None DD Wiviinenibnidlbantinnibeabneeeeee aa ne a 
5 | Civil Service Commission_............... None Oe tsi dl dinochicanthcactaeceise ie 
6 | Maritime Commission None Be Diiccitienin pnd ttiinsinend nigedeeinaeene 
7 | Public Roads Administration 155 927 340 47 | Aug. 17, 1049 
8 | National Military Establishment & None DUONG Nicaccdeusn deccdnenndpaaunedpesiiton 
REORGANIZATION PLANS OF 1950 
1 | Department cf Treasury..............-.. 246-247 61518 65 13 | May 11,1950 
2 | Department of Justice._.........-........ None BORE fencncnsive jeenscesada}ocwusnkeonephil 
3 | Department of Interior.................- None DEED, Ap iiinuancmntansameainnlsennemmnmmdie 
4 | Department of Agriculture_.............. 263 $1566 ty oy Rae’ May 18, 1950 
5 | Department of Commerce---.-_.......-... 259 + 1561 3429 43 | May 23, 1950 
CS | Reepertenent Of LARS... ~ 62. nnnoscoccsee None 1684 (4) edie aaa ineaciall 
7 | Interstate Commerce Commission. --.---- 253 61567 66 13 | May 17, 1950 
8 | Federal Trade Commission.___.......... 254 1562 334 37 | May 22) 1950 
9 | Federal Power Commission ---_-__........- 255 1563 337 36 Do. 
10 | Securitiesand Exchange Commissicn_.... None BODE Bhnttinnes «a dethadbbnennl'd-ntoedeeiuanel 
11 | Federal Communications Commission 256 1564 50 23 May 17, 1950 
12 | National Labor Relations Board.--- 248 61516 53 30 | May 11, 1950 
13 | Civil Aeronautics Board___-....... None BIDS Bi csececnesleeunscaes osseuanicowe * 
14 | Labor Standards Enforcement _---_..--..- None SED lahchanduandlinabsanng laneakeendan 4 
15 | Alaska and Virgin Islands Public Works. None SF nbicencibclecadstvidcntoedddecéoanl o 
16 | Assistance to School Districts and Water 
Pollution Control_..................... None BB08 Vuidcnssees ddcienccalndestanienek 
17 | Advance Planning and War Public 
IN ee aa lte bier epnkiosue! 271 1676 329 43 | May 23, 1950 
18 | Building and Space Management Func- 
etn os tedes amma oma iieanines 270 1675 37 69 Do. 
19 | Employee’s Compensation Functions-_-.- None BNP dendnbinnscslaeunedddndinantdeaskadnae 
20 | Statutes at Large and Other Matters. _--. None BEDS tamandséocndubonasestbuberanieiaial 
21 | Maritime Commission_.................. 265 1674 314 59 | May 19,1950 
22 | Federal National Mortgage Association__ 299 1936 330 43 | July 6,1950 
23 | Loans for Factory Built Homes__-_....... None DD Dicichion ninth pa tuddaidiagl banned 
24 | RFC to Department of Commerce_-__.... 290 1868 Pee Es en eae July 6,1950 
25 | National Security Resources Board .-...-- None SHR 4 cp cencsephicossocssatibaneskeoeh 
26 | Department of the Treasury ‘ None GED Preecscwenl seundbannel onaguuneannae 
27 | Department of Health, Education, and 
I en cena 302 1943 (2°) (19) (29) 





REORGANIZATION PLAN OF 1951 





1 | Reconstruction Finance Corporation..... | 76 | 213 | 3 4) | 33 | Apr. 13, 1951 





REORGANIZATION PLANS OF 1952 








1 | Bureau of Internal Revenue-...........-- 285 1259 437 53 | Mar. 13, 1952 
2 | Post Office Department... ............... 317 21747 56 29 | June 18, 1952 
3 a of Customs. Treasury Depart- 
RET ED 159 ERE OES, o. SAS 331 21748 51 31 Do. 
4 Gepastanans of Justice (United States 
er cee Sa een, 68d Se, 330 21749 55 28 Do. 
5 District of Columbia..................... None SED Eh teipchopdlacenmeni-eulannmeuvinnial fab 





1 Report in 3 separate parts: 1 majority and 2 minority. 

2 Report in 2 separate parts: 1 majority and 1 minority. 

8 Senate failed to pass disapproving resolution by nevessary 49 votes, and plan became effective, 
4 Disapproving resolution in House failed of passage by voice vote. 

§ Superseded by Public Law 216, Aug. 10, 1949. 

* Report contains majority and minority views. 

7 Senate approved resolution by voice vote. 

*Same as plan No. 1 of 1950, except that Comptroller of the Currency is excluded. 

* Designed to overcome objections to plan No. 1 of 1949. 

® House adopted disapproving H. Res. 647 by vote of 249 to 71 on July 10, 1950 (H. Rept. 2320). 
™ House rejected disapproving H. Res. 142 by vote of 200 to 198 on Mar. 14, 1951 (H. Rept. 188). 








AMENDING THE REORGANIZATION ACT OF 1949 7 


Action on reorganization plans, 83d Cong. 
REORGANIZATION PLANS OF 1953 











Senate Senate vote on resolution of 
Plan resolution| 8. Rept. disapproval 
No. Title of dis- No. 
caggorel 
0. Yeas Nays Date 
eee of Health, Education, and 
Gs. cut aden nit ad shadiiadiadintibnt None SOD. | cncaencnsbssdiiencit 
Department of Agriculture............... 100 297 29 46 | May 27, 1953 
Office of Defense Mobilization. .......... PRO La dincnninitlosencetaho thabmeaeuel 
Department of Justice. .___- oni None 


Export-Import Bank of Washington. .... 
Department of Defense !_____ cada ge etnies 
Foreign Operations Administration. 
United States Information Agency. 
Council of Economic Advisers. .... 
Payments to Air Carriers.......... 





_ 
| SCOCOnNQOonman | 





REORGANIZATION PLANS OF 1954 





1 | Foreign Claims Settlement Commission 


of the United States................... a ee 
2 | Liquidation of Certain Affairs of the Re- 
construction Finance Corporation.-.... NIGRD leccecqnntshvasmitbaceltiittnegipas 





1 Referred to the Senate Committee on Armed Services under an agreement entered into between the 
2 committees. 


Action on reorganization plans, 84th Cong. 
REORGANIZATION PLANS OF 1956 





Senate Senate vote on resolution of 
Plan resolution| 8. Rept. disapproval 
No. Title of dis- No. 
apqgos 
0. Yeas Nays Date 
1 | Department of Defense. .__.............. 1 None DECRG Bi cdinuitnled ldiecdididens 
2 | Federal Savings and Loan Insurance 
CORTE, ncucedtieadiitienaidancent 1291 DEEP baccinigcadelidédcentete 





1H. Res. 534, disapproving plan No. 1, and H. Res. 541, disapproving plan No. 2, were approved by the 
House of Representatives on July 5, 1956, by voice vote. Senate action was therefore unnecessary. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

neo. o..° * * 

(b) No provision contained in a reorganization plan shall take effect 
unless the plan is transmitted to the Congress before [June 1, 1957] 
June 1, 1959. 
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{[Pustic Law 109—81sr ConGress] 


(as amended) 


{CuapTeR 226—I1st Szussron] 


[H. R. 2361] 


AN ACT To provide for the reorganization of Government agencies, and for 
other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


TITLE I 


SHORT TITLE 


Section 1. This Act may be cited as the ‘Reorganization Act of 
1949”, 
NEED FOR REORGANIZATIONS 


Sec. 2. (a) The President shall examine and from time to time re- 
examine the organization of all agencies of the Government and shall 
determine what changes therein are necessary to accomplish the 
following purposes: 

(1) to promote the better execution of the laws, the more effec- 
tive management of the executive branch of the Government 
and of its agencies and functions, and the expeditious administra- 
tion of the public business; 

(2) to reduce expenditures and promote economy, to the fullest 
extent consistent with the efficient operation of the Government; 

(3) to increase the efficiency of the operations of the Govern- 
ment to the fullest extent practicable; 

(4) to group, coordinate, and consolidate agencies and func- 
tions of the Government, as nearly as may be, according to major 
purposes; 

(5) to reduce the number of agencies by consolidating those 
having similar functions under a single head, and to abolish such 
agencies or functions thereof as may not be necessary for the 
efficient conduct of the Government; and 

(6) to eliminate overlapping and duplication of effort. 

(b) The Congress declares that the public interest demands the 
carrying out of the purposes specified in subsection (a) and that such 
purposes may be accomplished in great measure by proceeding under 
the provisions of this Act, and can be accomplished more speedily 
thereby than by the enactment of specific legislation. 


REORGANIZATION PLANS 


Sec. 3. Whenever the President, after investigation, finds that— 
(1) the transfer of the whole or any part of any agency, or of 
the whole or any part of the functions thereof, to the jurisdiction 
and control of any other agency; or 
(2) the abolition of all or any part of the functions of any 
agency; or 
(3) the consolidation or coordination of the whole or any part 
of any agency, or of the whole or any part of the functions thereof, 


| 
| 
| 
| 
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with the whole or any part of any other agency or the functions 
thereof; or 
(4) the consolidation or coordination of any part of any agency 
or the functions thereof with any other part of the same agency 
or the functions thereof; or 
(5) the authorization of any officer to delegate any of his 
functions; or 
(6) the abolition of the whole or any part of any agency which 
agency or part does not have, or upon the taking effect of the 
reorganization plan will not have, any functions, 
is necessary to accomplish one or more of the purposes of section 2 (a), 
he shall prepare a reorganization plan for the making of the reor- 
ganizations as to which he has made findings and which he includes 
in the plan, and transmit such plan (bearing an identifying number) 
to the Congress, together with a declaration that, with respect to 
each reorganization included in the plan, he has found that such 
reorganization is necessary to accomplish one or more of the purposes 
of section 2 (a). The delivery to both Houses shall be on the same 
day and shall be made to each House while it is in session. The 
President, in his message transmitting a reorganization plan, shall 
specify with respect to each abolition of a function included in the 
plan the statutory authority for the exercise of such function, and 
shall specify the reduction of expenditures (itemized so far as practi- 
cable) which it is probable will be brought about by the taking effect 
of the reorganizations included in the plan. 


OTHER CONTENTS OF PLANS 


Sec. 4. Any reorganization plan transmitted by the President under 
section 3— 

(1) shall change, in such cases as he deems necessary, the name 
of any agency affected by a reorganization, and the title of its 
head; and shall designate the name of any agency resulting from a 
reorganization and the title of its head; 

(2) may include provisions for the appointment and compensa- 
tion of the head and one or more other officers of any agency (in- 
cluding an agency resulting from a consolidation or other type of 
reorganization) if the President finds, and in his message trans- 
mitting the plan declares, that by reason of a reorganization made 
by the plan such provisions are necessary. The head so provided 
for may be an individual or may be a commission or board with 
two or more members. In the case of any such appointment the 
term of office shall not be fixed at more than four years, the com- 
pensation shall not be at a rate in excess of that found by the 
President to prevail in respect of comparable officers in the execu- 
tive branch, and, if the appointment is not under the classified 
civil service, it shall be by the President, by and with the advice 
and consent of the Senate, except that, in the case of any officer 
of the municipal government of the District of Columbia, it may 
be by the Board of Commissioners or other body or officer of 
such government designated in the plan; 

(3) shall make provision for the transfer or other disposition of 
the records, property, and personnel affected by any reorganiza- 
tion; 


23002°—58 5S. Rept., 85-1, vol. 2——48 
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(4) shall make provision for the transfer of such unexpended 
balances of appropriations, and of other funds, available for use 
in connection with any function or agency affected by a reorgan- 
ization, as he deems necessary by reason of the reorganization for 
use in connection with the functions affected by the reorganiza- 
tion, or for the use of the agency which shall have such functions 
after the reorganization plan is effective, but such unexpended 
balances so transferred shall be used only for the purposes for 
which such appropriation was originally made; 

(5) shall make provision for terminating the affairs of any 
agency abolished. 


LIMITATIONS ON POWERS WITH RESPECT TO REORGANIZATIONS 


Sec. 5. (a) No reorganization plan shall provide for, and no re- 
organization under this Act shall have the effect of— 

(1) abolishing or transferring an executive department or all 
the functions thereof or consolidating any two or more executive 
departments or all the functions thereof; or 

(2) continuing any agency beyond the period authorized by 
law for its existence or beyond the time when it would have 
terminated if the reorganization had not been made; or 

(3) continuing any function beyond the period authorized by 
law for its exercise, or beyond the time when it would have 
terminated if the reorganization had not been made; or 

(4) authorizing any agency to exercise any function which is 
not expressly authorized by law at the time the plan is trans- 
mitted to the Congress; or 

(5) increasing the term of any office beyond that provided by 
law for such office; or 

(6) transferring to or consolidating with any other agency the 
municipal government of the District of Columbia or all those 
functions thereof which are subject to this Act, or abolishing said 
government or all said functions. 

(b) No provision contained in a reorganization plan shall take effect 
unless the plan is transmitted to the Congress before June 1, 1959. 


TAKING EFFECT OF REORGANIZATIONS 


Sec. 6. (a) Except as may be otherwise provided pursuant to 
subsection (c) of this section, the provisions of the reorganization 
plan shall take effect upon the expiration of the first period of sixty 
calendar days, of continuous session of the Congress, following the 
date on which the plan is transmitted to it; but only if, between the 
date of transmittal and the expiration of such sixty-day period there 
has not been passed by either of the two Houses, by the affirmative 
vote of a majority of the authorized membership of that House, a 
resolution stating in substance that that House does not favor the 
reorganization plan. 

(b) For the purposes of subsection (a)— 

(1) continuity of session shall be considered as broken only by 
an adjournment of the Congress sine die; but 

(2) in the computation of the sixty-day period there shall be 
excluded the days on which either House is not in session because 
of an adjournment of more than three days to a day certain. 
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(c) Any provision of the plan may, under provisions contained in 
the plan, be made operative at a time later than the date on which 
the plan shall otherwise take effect. 


DEFINITION OF “AGENCY” 


Sec. 7. When used in this Act, the term “agency” means any 
executive department, commission, council, independent establish- 
ment, Government corporation, board, bureau, division, service, office, 
officer, authority, administration, or other establishment, in the 
executive branch of the Government, and means also any and all parts 
of the municipal government of the District of Columbia except the 
courts thereof. Such term does not include the Comptroller General 
of the United States or the General Accounting Office, which are a 
part of the legislative branch of the Government. 


MATTERS DEEMED TO BE REORGANIZATIONS 


Sec. 8. For the purposes of this Act the term “reorganization” 
means any transfer, consolidation, coordination, authorization, or 
abolition, referred to in section 3. 


SAVING PROVISIONS 


Sec. 9. (a) (1) Any statute enacted, and any regulation or other 
action made, prescribed, issued, granted, or performed in respect of or 
by any agency or function affected by a reorganization under the 
provisions of this Act, before the effective date of such reorganization, 
shall, except to the extent rescinded, modified, superseded, or made 
imolicable by or under authority of law or by the abolition of a 
function, have the same effect as if such reorganization had not been 
made; but where any such statute, regulation, or other action has 
vested the function in the agency from which it is removed under the 

lan, such function shall, insofar as it is to be exercised after the plan 
ecomes effective, be considered as vested in the agency under which 
the function is placed by the plan. 

(2) As used in paragraph (1) of this subsection the term “regulation 
or other action” means any regulation, rule, order, policy, determina- 
tion, directive, authorization, permit, privilege, requirement, 
designation, or other action. 

(b) No suit, action, or other proceeding lawfully commenced by or 
against the head of any agency or other officer of the United States 
in his official capacity or in relation to the discharge of his official 
duties, shall abate by reason of the taking effect of any reorganization 
plan under the provisions of this Act, but the court may, on motion 
or supplemental petition filed at any time within twelve months after 
such reorganization plan takes effect, showing a necessity for a 
survival of such suit, action, or other proceeding to obtain a settle- 
ment of the questions involved, allow the same to be maintained by 
or against the successor of such head or officer under the reorganiza- 
tion effected by such plan or, if there be no such successor, against 
such agency or officer as the President shall designate, 
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UNEXPENDED APPROPRIATIONS 


Sec. 10. The appropriations or portions of appropriations unex- 
pended by reason of the operation of this Act shall not be used for 
any purpose, but shall be impounded and returned to the Treasury, 


PRINTING OF REORGANIZATION PLANS 


Sec. 11. Each reorganization plan which shall take effect shall be 
rinted in the Statutes at Large in the same volume as the public 
aws, and shall be printed in the Federal Register. 


TITLE II 


Sec. 201. The following sections of this title are enacted by the 
Congress: 

(a) As an exercise of the rule-making power of the Senate and the 
House of Representatives, respectively, and as such they shall be 
considered as part of the rules of each House, respectively, but 
applicable only with respect to the procedure to be followed in such 
House in the case of resolutions (as defined in section 202); and such 
rules shall supersede other rules only to the extent that they are 
inconsistent therewith; and 

(b) With full recognition of the constitutional right of either House 
to change such rules (so far as relating to the procedure in such House) 
at any time, in the same manner and to the same extent as in the case 
of any other rule of such House. 

Sxc. 202. As used in this title, the term “resolution” means only a 
resolution of either of the two Houses of Congress, the matter after 





the resolving clause of which is as follows: ‘“That the ———— does not 
favor the reorganization plan numbered — transmitted to Congress 
by the President on ————_——, 19 .’, the first blank space therein 


being filled with the name of the resolving House and the other blank 
spaces therein being appropriately filled; and does not include a 
resolution which specifies more than one reorganization plan. 

Sec. 203. A resolution with respect to a reorganization plan shall 
be referred to a committee (and all resolutions with respect to the 
same plan shall be referred to the same committee) by the President 
of the Senate or the Speaker of the House of Representatives, as the 
case may be. 

Sec. 204. (a) If the committee to which has been referred a reso- 
lution with respect to a reorganization plan has not reported it before 
the expiration of ten calendar days after its introduction, it shall then 
(but not before) be in order to move either to discharge the com- 
mittee from further consideration of such resolution, or to discharge 
the committee from further consideration of any other resolution with 
respect to such reorganization plan which has been referred to the 
committee. 

(b) Such motion may be made only by a person favoring the reso- 
lution, shall be highly privileged (except that it may not be made 
after the committee has reported a resolution with respect to the same 
reorganization plan), and debate thereon shall be limited to not to 
exceed one hour, to be equally divided between those favoring and 
those opposing the resolution. No amendment to such motion shall 
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be in order, and it shall not be in order to move to reconsider the 
vote by which such motion is agreed to or disagreed to. 

(c) If the motion to discharge is agreed to or disagreed to, such 
motion may not be renewed, nor may another motion to discharge 
the committee be made with respect to any other resolution with 
respect to the same reorganization plan. 

Sec. 205. (a) When the committee has reported, or has been dis- 
charged from further consideration of, a resolution with respect to a 
reorganization plan, it shall at any time thereafter be in order (even 
though a previous motion to the same effect has been disagreed to) to 
move to proceed to the consideration of such resolution. Such 
motion shall be highly privileged and shall not be debatable. No 
amendment to such motion shall be in order and it shall not be in order 
to move to reconsider the vote by which such motion is agreed to or 
disagreed to. 

(b) Debate on the resolution shall be limited to not to exceed ten 
hours, which shall be equally divided between those favoring and 
those opposing the resolution.. A motion further to limit debate shall 
not be debatable. No amendment to, or motion to recommit, the 
resolution shall be in order, and it shall not be in order to move to 
reconsider the vote by which the resolution is agreed to or disagreed to. 

Src. 206. (a) All motions to postpone, made with respect to the 
discharge from committee, or the consideration of, a resolution with 
respect to a reorganization plan, and all motions to proceed to the 
consideration of other business, shall be decided without debate. 

(b) All appeals from the decisions of the Chair relating to the appli- 
cation of the rules of the Senate or the House of Representatives, as 
the case may be, to the procedure relating to a resolution with respect 
to a reorganization plan shall be decided without debate. 

Approved June 20, 1949. 





{S. 1791, 85rH ConeGreEss] 


A BILL To further amend the Reorganization Act of 1949, as amended, so that 
such Act will apply to reorganization plans transmitted to the Congress at any 
time before June 1, 1959 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That subsection (b) of section 

5 of the Reorganization Act of 1949 (63 Stat. 205), as amended by the 

Act of February 11, 1953 (67 Stat. 4) and the Act of March 25, 1955 

(69 Stat. 14), is hereby further amended by striking out “June 1, 

1957” and inserting in lieu thereof “June 1, 1959”, 


O 
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AUTHORIZING PAYMENT BY THE BUREAU OF PUBLIC ROADS OF 
TRANSPORTATION AND SUBSISTENCE COSTS TO TEMPORARY 
EMPLOYEES ON DIRECT FEDERAL HIGHWAY PROJECTS 


May 29, 1957.—Ordered to be printed 


Mr. McCue.tan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8. 1941] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1941) to authorize the payment by the Bureau of Public 
Roads of transportation and subsistence costs to temporary employees 
on direct Federal highway projects, having coneldanale the same, 
report favorably thereon, with an amendment, and recommend that 
the bill, as amended, do pass. 

The amendments are as follows: 

On page 2, after “1949” on line 1, insert “and the Standardized 
Travel Regulations insofar as consistent with this Act’’. 

On line 1, page 2, strike out the word “temporary” and insert the 
word, “‘seasonal”’, 

PURPOSE 


This bill was introduced at the request of the Secretary of Com- 
merce, who stated that enactment of the bill is necessary in view of a 
recent decision of the Comptroller General which precludes the pay- 
ment of transportation and subsistence expenses in connection with the 
hiring of students and other available persons on a temporary or 
seasonal basis in carrying out direct Federal highway construction 
programs. 

The Secretary stressed the need for urgency, since the peak of the 
highway construction period is during the months of June, July, and 
August, and, without the authority requested, a serious staffing 
problem will be created. 

The Comptroller General states that he has no objection to S. 1941, 
but points out that the provisions of the bill will not become effective 
during the 1957 construction season prior to its effective date, and 
suggested the two minor clarifying amendments, which were adopted 
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by the committee and are incorporated in the bill as reported to the 
Senate. 

It was reported to the committee that, since the authorization con- 
tained in this bill is in accord with the general policy followed by the 
Department of Commerce in past years, no additional cost would be 
involved through the enactment of the legislation. 


AGENCY COMMENTS 


The letters from the Secretary of Commerce, the Bureau of the 
Budget, and the Comptroller General follow: 





Tue SECRETARY OF COMMERCE, 
Washington 25, April 8, 1957. 
Hon. Ricuarp M. Nrxon, 


President of the Senate, Washington, D. C. 


Dear Mr. Presipent: In the conduct of direct Federal highway 
construction programs by this Department, a serious staffing problem 
occurs each spring at the beginning of the construction season. The 
forest highway program is primarily affected; however, other programs 
concerned with this problem are national park highways, and park- 
ways, forest development roads, public land highways, defense access 
roads, and other highway programs administered by the Department 
for various Federal agencies. Since the peak of the highway construc- 
tion period is during June, July, and August, it is necessary to hire 
students and other available persons on a temporary basis. These 
positions are exempt from the Classification Act of 1949, as amended 
(5 U.S. C. 1082 (28)), and such personnel are given temporary unclassi- 
fied appointments for a period of not to exceed 180 days. 

It has been the policy of the Department to pay the cost of trans- 
portation of these employees from point of hire to project location and 
return, as well as subsistence costs, or a per diem osleamnna during 
the entire period of project assignment on the basis of the provisions 
of an employment contract with each man. However, a recent deci- 
sion of the Comptroller General precludes the payment of transporta- 
tion and subsistence expenses, as such, through the medium of an 
employment contract and holds that such allowance should be paid 
as wages, which wage rates are primarily for determination by the 
Department. 

The establishment of salary rates for these temporary seasonal em- 
ployees to include equivalent cost of transportation and subsistence 
is considered administratively undesirable for the following reasons: 

(1) Variation in subsistence costs; 
(2) Variation in methods of providing subsistence; 
(3) Adverse effect on morale of permanent employees; and 
(4) Additional cost to the Government such as that involved 
in paying, on an inflated base rate, overtime necessitated by a 
short working season. 
On the other hand, the discontinuance of the payment of transpor- 
tation and subsistence costs to this class of employees would result 
in drastic curtailment of the construction programs affected inasmuch 
as recruitment would be virtually impossible for temporary positions 
were employees required to absorb transportation and subsistence 
costs, 
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Enactment of legislation such as that proposed herein, which would 
specifically authorize payment of transportation, travel expenses, and 
subsistence for such employees, is believed to be of the greatest neces- 
sity in successful recruitment of an adequate number of personnel to 
carry out the direct highway construction programs for which this 
Department is responsible. 

The Department recommends this proposed legislation for the 
favorable consideration of Congress. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of the draft legislation to 
the Congress. 

Sincerely yours, 
SIncLAIR WEEKS, 
Secretary of Commerce. 





Executive Orrick oF THE PRESIDENT, 
BurEAv OF THE BUDGET, 
Washington 25, D. C., May 14, 1957. 
Hon. Joun L. McCietran, 
Chairman, Committee on Government Operations, 
United States Senate, Washington 25, D. C. 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 1941, a bill 
to authorize the payment by the Bureau of Public Roads of trans- 
portation and subsistence costs to temporary employees on direct 
Federal highway projects. 

This bill would permit payment of expenses of transportation and 
per diem in lieu of subsistence, in accordance with the Travel Expense 
Act of 1949, of temporary employees of the Department of Commerce 
employed on direct Federal highway and other projects of the Bureau 
of Public Roads, between points of hire and work sites, and for the 
duration of duty at such locations. 

We are informed that the short construction season and the isolated 
location of much of the Bureau of Public Roads direct construction 
work, principally in national parks and forests, results in a serious 
staffing Seaiian The Bureau of Public Roads has found it necessary 
to hire students and other available personnel during the summer 
months on a temporary basis. 

In the past the Department of Commerce has paid the cost of trans- 
portation of these employees from points of hire to the project loca- 
tions, and return, and subsistence costs or a per diem allowance. A 
recent decision of the Comptroller General precludes such payments. 

The Department indicates that discontinuance of such payments 
would result in drastic curtailment of the construction programs 
affected, inasmuch as recruitment would be virtually impossible for 
temporary positions were employees required to absorb transportation 
and subsistence costs. 

In view of the above, the Bureau of the Budget would have no 
objection to the enactment of S. 1941. 

Sincerely yours, 
A. R. Jonrs, Deputy Director. 
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CoMPTROLLER GENERAL OF THE UNITED SrATEs, 
Washington 25, D. C., May 10, 1957. 
Hon. Joun L. McCietian, 
Chairman, Committee on Government Operations, 
United States Senate. 

Dear Mr. Cuatrman: Your letter of May 2, 1957, acknowledged 
May 3, requests our views and recommendations on S. 1941 which 
would make funds available for payment to certain employees of the 
Bureau of Public Roads of transportation expenses and per diem in 
lieu of subsistence expenses, in accordance with the Travel Expense 
Act of 1949 for travel between points of hire and project locations 
and while performing duty at project locations. 

In our decision of August 24, 1956 (36 Comp. Gen. 161), we advised 
the Secretary of Commerce that there is no legal authority for inclu- 
sion in employment contracts with seasonal project employees of the 
Bureau of Public Roads of provisions for payment of transportation 
expenses and per diem in lieu of subsistence expenses, as such, in 
addition to the compensation provided for in such contracts. A copy 
of that decision is enclosed. 5S. 1941 apparently is designed to over- 
come the effect of that decision. 

While we offer no objection to the bill, in its present form it would 
operate prospectively only and, apparently, would not apply to pay- 
ments of travel and subsistence expenses which may be made to 
seasonal project employees during the 1957 construction season prior 
to its effective date. In this connection, see the next to last paragraph 
of our decision of April 23, 1957, B-123354, a copy of which also is 
enclosed. 

On page 2 of the bill we suggest adding the following language 
after “1949,” appearing in line 1: “and the Standardized Travel 
Regulations insofar as consistent with this act.” 

Finally, it is our understanding that the bill is intended to apply 
only to seasonal employees who presently are exempt from the Classi- 
fication Act of 1949, as amended. (See 5 U.S. C. 1082 (28).) If 
such be the case we suggest that consideration be given to the use of 
the word “seasonal” in lieu of the word “temporary” appearing in 
line 1 on page 2, or otherwise restricting the coverage of the bill. 

Sincerely yours, 
FraNK H. WEITZEL, 
Assistant Comptroller General 
of the United States; 


O 
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AMENDING SUBSECTION 507 (A) OF THE FEDERAL PROP- 
ERTY AND ADMINISTRATIVE SERVICES ACT OF 1949, 
AS AMENDED 


May 29, 1957.—Ordered to be printed 


Mr. Humpurey, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8S. 1536] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1536), to amend subsection 507 (a) of the Federal Property 
and Administrative Services Act of 1949, as amended, having con- 
sidered the same, report favorably thereon, without amendment, and 
recommend that the bill do pass. 


PURPOSE 


This bill would amend section 507 of the Federal Property and 
Administrative Services Act of 1949, as amended, by authorizing the 
Administrator of General Services to direct and effect the transfer to 
the National Archives of any Federal records that have been in 
existence for more than 50 years. 

Under the provisions of S. 1536, the Archivist of the United States 
will determine whether the records have sufficient historical value to 
warrant their continued preservation. The authority would not apply 
in those cases where the head of the agency certifies to the Admin- 
istrator that the records must be retained in his possession for the 
conduct of current official business. 


NEED FOR LEGISLATION 


The proposed legislation was submitted to the committee by the 
Administrator of General Services by letter dated February 13, 1957, 
as a part of his legislative program for 1957, with a request for favor- 
able action thereon. At the present time, the initiative rests on the 
head of each department or agency for transferring records of historical 
significance to the National Archives, and, if he elects to retain the 
records, no authority is presently vested in either the Archivist, or the 
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Administrator of General Services to direct the transfer of the records 
to the National Archives for safekeeping. To overcome this defect 
in the law, it was recommended by the General Services Administra- 
tion, and concurred in by the Bureau of the Budget, that the Adminis- 
trator should have the authority to not only receive records which an 
agency desires to turn over to the National Archives, but that he 
should be authorized to direct an agency head to transfer important 
documents or records which have been in existence for more than 50 
years to the National Archives, unless the agency head determines and 
certifies that such records are needed for current official business. 

The Administrator stated in his letter that the Federal Property and 
Administrative Services Act provides only for the acceptance of 
records by the National Archives of the United States. This amend- 
ment to the Federal Property and Administrative Services Act would 
direct the transfer of these old records. He further stated that it 
was not only desirable but essential that such authority be given to the 
Administrator in order to establish legally the policy that all histori- 
cally valuable Federal records will become a part of the National 
Archives when no longer required for the current business of Federal 
agencies. 

While the enactment of this bill would provide for the transfer of 
custody of certain records which have been in existence for more than 
50 years to the National Archives, the records could not be disposed of 
thereafter without the written consent of the agency head who so 
transferred such records to the Archivist. This protection of the 
interests of the operating agencies is set out in section 4 of the Records 
Disposal Act of 1943, as amended (57 Stat. 390 as amended by 50 
Stat. 434), which includes the following language with reference to tas 
submission by the Archivist to the ‘Congress lists or schedules of 
records which appear to not have sufficient value to warrant their 
continued preservation. 

Provided, That the Archivist shall not submit to the Con- 
gress lists or schedules of records of any existing agency of the 
Government in his legal custody without first having obtained 
the written consent of the head of such agency. 


The provisions of this bill are intended to parallel the authority 
now vested in the Comptroller General of the United States, by sec- 
tion 205 (b) of the act, with respect to prescribing principles and 
standards for property accounting by executive departments and 
agencies. 

HOOVER COMMISSION RECOMMENDATIONS 


This bill is designed to implement in part the recommendations of 
the Commission on Organization of the Executive Branch of the 
Government (second Hoover Commission), in its report on paperwork 
management, in part that: 


* * * the GSA be given responsibility for general supervision 


of all phases of paperwork management throughout the ex- 
ecutive branch of the Government * * *. 


The Commission also adopted the task-force recommendations on 
paperwork management wherein it recommended that— 
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(1) The GSA serve as a clearinghouse for all Federal 
agencies for management information relating to the paper- 
work management program. 

(2) The GSA, in cooperation with agencies concerned, in- 
itiate action to reduce the percentage of records designated 
as permanent. 


It was pointed out in the task force report that the Government re- 
tains 26 percent of all records permanently, while records kept per- 
manently by private industry avearge 4 percent, and that there is 
need for more centralized direction and control over the records- 
management program. 


OTHER LEGISLATIVE ACTION 


During the 84th Congress, a similar bill, S. 2364, which provided 
for authorizing the Administrator of General Services to prescribe 
policies and principles to be followed by Federal agencies in the 
conduct of their records management programs, and for transferring 
50-year-old records to the National Archives in the same manner as 
is provided in this bill, was reported (S. Rept. 1183) and approved 
by the Senate on July 30, 1955. Objection was made each time the 
bill was called up for consideration on the House Calendar. 

A bill identical to S. 2364 of the 84th Congress was introduced in 
the Senate on February 4, 1957, by Senator Humphrey (S. 1036). 
The Bureau of the Budget objected to the provisions of section 1 of 
S. 1036, which proposed to give the Administrator of General Services 
authority to prescribe policies and principles to be followed by execu- 
tive agencies, as being inconsistent with the responsibility of an agency 
head for the effective operation of his agency. Section 2 of S. 1036 
is identical to the provisions of S. 1536. 


AGENCY COMMENTS 


The bill has been approved by the General Services Administration, 
the Bureau of the Budget, and the General Accounting Office. The 
committee is informed that the proposed legislation was also cleared 
with many of the affected agencies before it was submitted to the 
Congress. The comments and recommendations received from these 
agencies follow: 
GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., May 8, 1957. 
Hon. Husert H. Humpnrey, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear Mr. Cuatrman: In accordance with your request of March 
12, 1957, the General Services Administration real submits com- 
ments on S. 1536, a bill to amend subsection 507 (a) of the Federal 
Property and Administrative Services Act of 1949, as amended. This 
proposal is a part of GSA’s legislative program for 1957. 

This proposed legislation is essential to enable GSA to carry out 
the responsibilities placed upon it by the Congress in requiring the 
Administrator to make provisions for the economical and efficient 
management of Federal records. Under present statutory authority, 











4 AMENDING PROPERTY AND ADMINISTRATIVE SERVICES ACT 


the Administrator of General Services is authorized to accept for 
deposit in the National Archives of the United States those records 
of Federal agencies or of the Congress which have been determined 
to warrant continued preservation. This relegates GSA to the 
acceptance of records when they are offered by agency heads. 

The National Archives of the United States are thus placed in the 
assive —— of only accepting records for preservation, while the 
eads of other Federal agencies initiate the transfer of such records. 

GSA should shoulder its share of these duties and responsibilities to 
perform properly its functions relating to records. 

The provisions of S. 1536 would protect and preserve ancient, 
historical documents of the Federal Government when they are no 
longer needed in the current operations of the originating agency. 
Due to the possible inadequacy of storage, servicing and preservation 
facilities of other Federal agencies, such documents of utmost historical 
importance to the United States might deteriorate beyond the point 
of reclamation. 

For the reasons above stated GSA strongly recommends the enact- 
ment of S. 1536. 

As stated in GSA’s letters to the President of the Senate and the 
Speaker of the House of Representatives, the enactment of this bill 
will not require the expenditure of additional Federal funds. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Frankuin G. Fioets, Administrator, 





EXEcuTIve OFFICE OF THE PRESIDENT, 
BuREAv OF THE BUDGET, 
Washington, D. C., March 21, 1957. 


Hon. Hussert H. Humpnrey, 
Chairman, Subcommittee on Reorganization 
United States Senate, Washington, D. C. 

My Drar Mr. Cuarrman: This will acknowledge your letter of 
March 12, 1957, inviting the Bureau to comment on S. 1536, a bill 
to amend subsection 507 (a) of the Federal Property and Adminis- 
trative Services Act of 1949, as amended. 

This bill requires the transfer to the National Archives of Federal 
records with historical or other value which have been in existence 
for more than 50 years unless the head of the agency having custody 
of the records certifies in writing that they are being used in the 
current work of the agency. 

The Bureau believes that Federal records having historical value 
should become part of the National Archives when they are no 
longer required for current business and recommends favorable con- 
sideration of the bill by your committee. 

Sincerely yours, 


Prercivat F, Brunpaace, Director. 
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CompTrROLLER GENERAL OF THE Unitrep STaTss, 
Washington, March 21, 1957. 
Hon. Husert H. Humpnrey, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
United States Senate. 


Dear Mr. CHarrMan: Further reference is made to your recent 
letter requesting our views concerning S. 1536. 

The bill would amend section 507 of the Federal Property and 
Administrative Services Act of 1949 to authorize the Administrator 
of General Services to direct and effect the transfer to the National 
Archives of Federal records with historical or other value which have 
been in existence for more than 50 years unless the head of the agency 
having custody of the records certifies in writing that they are being 
used in the current work of the agency. 

Section 507 now authorizes the Administrator to accept and deposit 
into the National Archives any historical documents which he believes 
should be preserved, and it has been the policy of the General Account- 
ing Office to transfer records, such as those described in S. 1536, to the 
National Archives. 

It is understood, however, that not all agencies have followed such 
policy and consequently a number of historical records have not been 
transferred to the National Archives. Since few if any of the agencies 
possess proper facilities for the safety and preservation of such records, 
it is our view that the Administrator should be given the authority 
set forth in the bill. 

Sincerely yours, 
JOsEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, changes in existing law made by the bill, as reported, 
are shown as follows (matter omitted enclosed in brackets, new matter 

rinted in italics, existing law in which no change is reported shown 
in roman): 


FrepERAL Property AND ADMINISTRATIVE Services Act or 1949 


* * * * * * * 


ARCHIVAL ADMINISTRATION 


Src. 507. (a) The Administrator, whenever it appears to him to be 
in the public interest, is hereby authorized— 

(1) to accept for deposit with the National Archives of the 
United States the records of any Federal agency or of the Con- 
gress of the United States that are determined by the Archivist 
to have sufficient historical or other value to warrant their con- 
tinued preservation by the United States Government; 

(2) to direct and effect the transfer to the National Archives of the 
United States of any records of any Federal agency that have been in 
existence for more than fifty years and that are determined by the 
Archivist to have sufficient historical or other value to warrant their 
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continued preservation by the United States Government, unless the 
head of the agency which has custody of them shall certify in writing 
to the Administrator that they must be retained in his custody for use 
in the conduct of the regular current business of the said agency. 

[(2)] (8) to direct and effect, with the approval of the head of 
the originating agency (or if the existence of such agency shall 
have been terminated, then with the approval of his success or in 
function, if any), the transfer of records deposited (or approved 
for deposit) with the National Archives of the United States to 
public or educational institutions or associations: Provided, 
That the title to such records shall remain vested in the United 
States unless otherwise authorized by Congress; and 

[(3)] (4) to direct and effect the transfer of materials from 
private sources authorized to be received by the Administrator 
by the provisions of subsection (e) of this section. 
7 ~ + ” * * ~ 
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AUTHORIZING THE ADMINISTRATOR OF GENERAL SERVICES TO 
QUITCLAIM ALL INTEREST OF THE UNITED STATES IN AND TO 
CERTAIN LANDS LOCATED IN INDIANA TO THE STATE OF INDI- 
ANA AND TO THE BOARD OF TRUSTEES FOR THE VINCENNES 
UNIVERSITY, VINCENNES, IND. 


May 29, 1957.—Ordered to be printed. 


Mr. Capenart, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8. 806] 


The Committee on Government Operations, to whom was referred 
the bill (S. 806) to authorize the Administrator of General Services to 
quitclaim all interest of the United States in and to certain lands 
located in Indiana to the State of Indiana and to the board of trustees 
for the Vincennes University, Vincennes, Ind., having considered 
the same, report favorably thereon, with an amendment, and recom- 
mend that the bill, as amended, do pass. 

The amendment is in the nature of a substitute. 


PURPOSE 


The purpose of the bill, as amended, is to remove certain reversion- 
ary restrictions so that the Vincennes University may erect much 
needed school facilities on the land which is a part of the university 
campus. The Government’s interests are nominal, and the rever- 
sionary restrictions proposed to be removed are reported as having 
little or no monetary value. 


The bill, as amended, provides as follows: 


That (a) the Administrator of General Services is author- 
ized and directed to convey by quitclaim deed, without con- 
sideration, to the board of trustees for the Vincennes Univer- 
sity, Vincennes, Indiana, all right, title, and interest in and 
to that parcel of land located in the city of Vincennes, In- 
diana, title to which was vested previously in the city of 

» Vincennes, Indiana, by section 2 of the Act of March 3, 1881 
(21 Stat. 505), and which was authorized to be conveyed 
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with certain reservations to the board of trustees for the 
Vincennes University by the Act of June 30, 1944 (58 Stat. 
645). The Administrator shall except from such convey- 
ance that area of land within such parcel bounded by Third 
and Fourth Streets and Indianapolis Avenue and Hickman 
Street (now College Avenue). 

(b) The Administrator shall withhold execution of the 
conveyance provided for in subsection (a) until he determines 
that the city of Vincennes, Indiana, has released and con- 
veyed to the board of trustees for the Vincennes University 
any right, title, and interest that such city may have in and 
to the parcel of land defined in subsection (a). In the event 
the city of Vincennes fails to release and convey such right, 
title, and interest within six months from the date of enact- 
ment of this Act, the authority contained herein shall ter- 
minate and be of no further force or effect. 


BACKGROUND 


Information furnished the committee by Vincennes University, 
under date of April 12, 1957, gives the chronological history of the 
real estate involved, and the need for the present legislation, follows: 


1. By an act of Congress approved March 3, 1881 (21 
U. S. Stat. 505) title to all of the real estate here involved 
was vested in the city of Vincennes, for use as a city park, 
with a reservation that if it ceased to be used as a park the 
title should revert to the United States. 

2. By an act of Congress approved June 30, 1944 (58 
U. S. Stat. 645) the city of Vincennes was authorized to 
convey its interest in said real estate to the board of trustees 
for the Vincennes University with the double reservation 
that if the University ceased to use the property for school 
purposes, it would revert to the city for park purposes, and 
that if the city ceased to use it for that purpose it would 
then revert to the United States. 

3. On April 9, 1946, the city of Vincennes conveyed all 
of its interest in said property to the Board of Trustees for 
the Vincennes University. This deed was approved by the 
Secretary of the Interior on May 7, 1946, and is recorded in 
Deed Record 113 at pages 50 to 56 in the Recorder’s Office 
of Knox County. The city of Vincennes has not since 
claimed and does not now claim any interest in this property. 

4. On April 25, 1949, the trustees of the university con- 
veyed two city blocks; bounded by Indianapolis Avenue, 
Second Street, Fourth Street, and Hickman Street (now 
College Avenue); off the east end of the above tract to the 
State of Indiana. This conveyance was made upon the 
understanding that the land conveyed would be used as a 
site for a National Guard Armory which might be used by 
the university when it was not needed for military purposes. 

5. On the following day, April 26, 1949, the city of Vin- 
cennes executed a similar deed to the State. This deed was 
not for the purpose of conveying title, since the city did not 
claim to have any title, but was merely in the nature of a 
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quitclaim of all interest of the city in the property involved. 

6. Being unable to comply with its promise to Vincennes 
University, the State of Indiana, on the 7th day of February 
1957, reconveyed to Vincennes University and the city of 
Vincennes that part of said real estate which is bounded by 
Hickman (now College Avenue), First and Second Streets 
and Indianapolis Avenue. This deed.is duly recorded in the 

_ Recorder’s Office of Knox County, Ind. 

7. All of the land described in this legislation is actually 
used and occupied by Vincennes University as a college 
campus. The Federal Government has already parted with 
title to it, except on the contingencies that the university 
shall cease to use it for school purposes, and, in which event, 
the city of Vincennes should then cease to use it for park 
purposes. 

8. The only purpose of this legislation is to release the 
land from these reversionary restrictions, so as to vest the 
fee simple title in the university. Before this can be done, 
the bill provides that the city shall again release its rever- 
sionary interest in favor of the university. The proposed act 
is necessary so that the university may obtain a self-liqui- 
dating loan from the Federal Housing Administration for 
the erection of much needed school facilities on its campus. 

It should be pointed out that the Federal Government has 
no substantial interest in the property and that its remote 
reversionary interest has no monetary value, 


AGENCY COMMENTS 


Reports received on S. 806 from the Bureau of the Budget and 
General Services Administration interposed no objection to the re- 
moval of the reversionary restrictions. ‘The purport of the numerous 
amendments suggested by GSA to S. 806, in its original form, are in- 
corporated in the bill as amended. 

The letters from the General Services Administration and the 
Bureau of the Budget follow: 


Executive OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupGeET, 
Washington, D. C., April 26, 1957. 
Hon. Joun L. McCuenuan, 
Chairman, Committee on Government Operations, 
United States Senate, Senate Office Building, 
Washington D. C. 

My Dear Mr. Cuairman: This is in reply to your letter of January 
29, 1957, requesting the views of this office with respect to S. 806, a 
bill to authorize the Administrator of General Services to quitclaim 
all interest of the United States in and to certain lands located in 
Indiana to the State of Indiana and to the board of trustees for the 
Vincennes University, Vincennes, Ind. 

The particulars involved in the subject parcels of land are described 
in the report the Administrator of General Services is making to your 
committee. In this report the General Services Administration also 
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suggests several amendments to the bill. If the bill is so amended, 
this office would have no objection to the enactment of this measure, 
Sincerely yours, 
(Signed) Prrcy Rappaport, 
Assistant Director. 


GENERAL SeRvICES ADMINISTRATION, 
Washington, D. C., May 2, 1957. 
Hon. Jonn L. McCie.uan, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear Mr. CuHarrMan: Your letter of January 29, 1957, requested 
the views of the General Services Administration with respect to 
S. 806, 85th Congress, a bill to authorize the Administrator of General 
Services to quitclaim all interest of the United States in and to certain 
lands located in Indiana to the State of Indiana and to the board of 
trustees for the Vincennes University, Vincennes, Ind. 

The purpose of the bill is to authorize and direct the Administrator 
of General Services to convey by quitclaim deed, upon the payment of 
the fair market value of the right, title, and interest to be conveyed 
thereby, less any value resulting from any development or improve- 
ment made by the grantee or its predecessors in interest, to the State 
of Indiana certain reversionary interests presently vesting in the Gov- 
ernment to a parcel of land lying between Second Street and Fourth 
Street in the city of Vincennes, Ind., title to which was vested pre- 
viously in the city of Vincennes, Ind., by the act of March 3, 1881 (21 
Stat. 505). The bill further authorizes and directs the Administrator 
of General Services to quitclaim without consideration, to the board 
of trustees for the Vincennes University, Vincennes, Ind., the Gov- 
ernment’s reversionary rights to a parcel of land lying between Second 
Street and the Wabash River, in the city of Vincennes, Ind., title to 
which was vested in the city of Vincennes, Ind., by the same act. 

The bill provides that the Administrator of General Services shall 
execute the conveyance authorized and required by the act only after 
he has been informed by the interested parties that the followin 
conditions have been met: (1) that the city of Vincennes has fades 
and conveyed to the State of Indiana any right, title, and interest 
that such city may have in and to the lands directed to be quitclaimed 
by the Government to the State, (2) that the city of Vincennes, Ind., 
has released and conveyed to the board of trustees for the Vincennes 
University any right, title, and interest that such city may have in 
and to the lands directed to be quitclaimed by the Government to 
the board of trustees of the university, and (3) that the board of 
trustees for the university has released and conveyed to the State of 
Indiana any right, title, and interest that such board of trustees may 
have in and to the lands directed to be quitclaimed by the Govern- 
ment to the State. 

The two parcels of Jand identified in S. 806 are a part of a tract of 
land comprising approximately 82.81 acres, situated in the city of 
Vincennes, Ind., which the Government acquired in satisfaction of a 
debt through a United States marshal’s deed dated May 26, 1874. By 
the act of March 3, 1881 (21 Stat. 505), title to a portion of the tract 
lying between the north side of Fourth Street and the Wabash River 
was vested in the city of Vincennes for a public park to be used for 
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that purpose and none other. This tract of land was thereafter known 
as Harrison Park. Public Law 385, 78th Congress, approved June 
30, 1944, authorized reconveyance of Harrison Park to the Vincennes 
University, subject to the condition that if the board of trustees cease 
to use the property for school purposes, or should alienate, or attempt 
to alienate, the property, title thereto shall revert to the city of Vin- 
cennes subject to the same limitations that existed under the provisions 
of the act of March 3, 1881, which, as above indicated, originally con- 
veyed the tract from the Government to the city. 

5. 806, if enacted, would upon delivery of the necessary deeds, vest 
in the State of Indiana full fee title clear of any restrictions, conditions 
or rights of reverter to that portion of Harrison Park between Second 
Street and Fourth Street, and in the board of trustees of Vincennes 
University full fee title clear of any restrictions, conditions or rights 
of reverter to the portion of Harrison Park between Second Street and 
the Wabash River. 

Senate Report No. 991, which accompanied the bill enacted as the 
act of June 30, 1944 (58 Stat. 645), indicates that Harrison Park 
includes the entire area conveyed to the city by the act of March 3, 
1881. Accordingly, unless there are provisions in the deed from the 
city to the board of trustees to the contrary, the board of trustees 
of the university received both parcels of land referred to and de- 
scribed in S. 806. It is believed, therefore, that the phrase “and 
which was authorized to be conveyed with certain reservations to 
the board of trustees for the Vincennes University by the act of June 
30, 1944 (58 Stat. 645)” used to identify the property described in 
subsection 1 (b) is equally applicable to the parcel described in 1 (a). 
This is further indicated by the provision in section 2 of the bill 
requiring a release from the board of trustees to the State of all rights 
to the lands described in subsection (a) of the first section of the bill. 
Inasmuch as the bill gives the impression that the act of June 30, 
1944, referred only to the one parcel, it is recommended that the same 
wording be included to identify the parcel referred to in subsection 1 (a). 

The bill provides that the conveyance to the State of Indiana shall 
be made “upon the payment of the fair market value of the right, 
title, and interest to be conveyed thereby, less any value resulting 
from any development or improvement made by the grantee or its 
predecessors in interest.”” Inasmuch as the Government is conveying 
merely a right of reversion contingent upon the continued use of the 
property for public-park purposes, an appraisal of its fair market value 
will be speculative and probably result in a nominal figure less than 
the cost of making or securing an appraisal. Information received 
informally indicates that the property to be quitclaimed to the State 
of Indiana would be used by it as a site for a State National Guard 
armory and that the area to be quitclaimed to the board of trustees 
for Vincennes University would be used as a site for a student union 
building. In view of the purposes for which the parcels are to be 
used, GSA would not object to the enactment of the bill authorizing 
and directing the conveyance, without consideration, of the Govern- 
ment’s interest in each of the two parcels if it were amended to assure 
use of the two parcels for the purposes indicated, and if it were further 
amended to provide that upon failure to construct an armory and a 
student union building on the respective parcels within the period of 
7 years from the date of enactment of the bill, the properties shall 
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revert to their present status as authorized and provided by the acts 
of March 3, 1881, and June 30, 1944. In addition, GSA would not 
object to a further amendment authorizing and directing the Adminis- 
trator of General Services, upon satisfactory evidence of the construc- 
tion of the respective buildings within the 7-year period, to quitclaim 
to the respective grantees all right, title, and interest of the United 
States to the parcels. 

In accordance with these views, the following amendments to the 
bill are recommended: 

1. That the following phrase be inserted between the comma and 
the word “and” in line 4 of page 2 of the bill: ‘‘and which was author- 
ized to be conveyed with certain reservations to the board of trustees 
for the Vincennes University by the Act of June 30, 1944 (58 Stat. 
645).” 

2. That section 1 (a) of the bill be amended to delete therefrom 
the words “upon the payment of the fair market value of the right, 
title, and interest to be conveyed thereby, less any value resulting 
from any development or improvement made by the grantee or its 
predecessors in interest”? and substituting the words ‘‘without con- 
sideration.” 

3. That section 1 of the bill be amended to add an additional 
subsection as follows: 

“(¢) The conveyance to the State of Indiana of the interest herein 
authorized and directed shall be made subject to the condition that 
the parcel shall be used for the location and construction of a national 
guard armory. Upon the failure of the State of Indiana to construct 
a national guard armory on the parcel conveyed to it within a period of 
seven years from the date of approval of this Act, said property shall 
revert to and become the property of the City of Vincennes, Indiana, 
to be used for park and recreational purposes, subject to the rights of 
the United States as provided by the Act of March 3, 1881 (21 Stat. 
505). The conveyance to the board of trustees for the Vincennes 
University shall be made subject to the condition that the parcel shall 
be used for the location and construction of a student union building, 
and upon the failure of the board of trustees to construct said building 
within a period of seven years from the date of approval of this Act, or 
upon the failure of the board of trustees to utilize the property for 
educational purposes as provided by the Act of June 30, 1944, said 
property shall revert to and become the property of the City of Vin- 
cennes, Indiana, to be used exclusively for park and recreational pur- 
poses subject to the rights of the United States as provided by the Act 
of March 3, 1881 (21 Stat. 505).”’ 

That section 1 of the bill be amended to add an additional subsec- 
tion as follows: 

“(d) The Administrator of General Services is authorized and 
directed to convey all right, title, and interest of the United States 
to the parcel of land herein authorized to be conveyed to the State 
of Indiana, upon a determination that a national guard armory has 
been constructed on the parcel within seven years of the date of 
approval of this Act. The Administrator of General Services is 
authorized and directed to convey all right, title, and interest of the 
United States to the parcel of land herein authorized to be conveyed 
to the board of trustees for Vincennes University, upon a determina- 
tion that a student union building has been constructed on the parcel 
within seven years of the date of approval of this Act.” 
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That subsection 2 (1) of the bill be amended to delete the semicolon 
after the word “‘Act’’, substituting therefor a comma, and adding the 
following: ‘‘subject to the conditions provided in subsections (c) and 
(d) of the first section of this Act.” 

4. That subsection 2 (2) be amended to delete the semicolon after 
the word ‘‘Act’’, substituting therefor a comma and adding “subject 
to the conditions provided in subsections (c) and (d) of the first section 
of this Act; and’’. 

5. That subsection 2 (3) of the bill be amended to delete the period 
after the word “Act’’, substituting a comma therefor and adding the 
following: “subject to the conditions provided in subsections (c) and 
(d) of the first section of this Act.” 

6. Since completion of the action envisaged by the bill requires 
voluntary delivery of releases by the City of Vincennes and the board 
of trustees for the Vincennes University, and since continued failure 
on the part of either of them to deliver such releases would result in a 
legislative act impossible of execution, it is recommended that the 
time be limited within which the authority granted by the bill may be 
exercised. It is therefore recommended that the bill be amended to 
add a new section as follows: 

“Section 3. In the event of failure upon the part of the City of 
Vincennes or the board of trustees for the Vincennes University to 
execute and deliver the releases required under the provisions of section 
2 above within six months from the date of approval of this Act, the 
authority contained herein shall terminate and be of no further force 
or effect.”’ 

If amended in the manner indicated, GSA is not opposed to the 
enactment of the bill. 

Inasmuch as the value of the Government’s interests in the parcels 
is nominal, enactment of the bill will not result in an appreciable 
fiscal loss to the Government. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your Committee. 

Sincerely yours, 
FRANKLIN G. Fiortse, Administrator. 


O 
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85TH ConGREss I SENATE REPORT 
1st Session No. 390 





REPORTS FROM THE SPECIAL COMMITTEE TO STUDY 
THE FOREIGN AID PROGRAM 





May 29, 1957.—Ordered to be printed 


Mr. Tatmapee, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 30) 


The Committee on Rules and Administration, to whom was referred 
the concurrent resolution (S. Con. Res. 30) to print a compilation of 
studies and reports on the foreign aid program, having considered the 
same, report favorably thereon without amendment and recommend 
that the concurrent resolution be agreed to by the Senate. 

This concurrent resolution would print as a Senate document a 
compilation of studies and reports prepared under the direction of the 
Special Committee To Study the Foreign Aid Program, together with 
8,000 additional copies for the use of such committee. 

The compilation includes 22 committee prints which, with the 
exception of hearings and a final report—printed separately—put 
into 1 volume all publications of the special committee. 

The total estimated cost of this printing is placed at $19,167.31. 

A letter from the chairman of the Committee on Foreign Relations, 
Senator Theodore Francis Green, to the chairman of the Committee on 
Rules and Administration, detailing the necessity for this resolution, 
and for the proposed compilation, follows: 


Unirep States SENATE, 
CoMMITTEE ON ForREIGN RELATIONS, 
May 21, 1957. 
Hon. Tuomas C. HENNINGs, Jr., 
Chairman, Committee on Rules and Administration, 
Inited States Senate, Washington, D. C. 

Dear Senator Henninas: The Committee on Rules and Admin- 
istration has before it Senate Concurrent Resolution 30, which would 
authorize the printing of a compilation of reports and studies prepared 
under the direction of the Special Committee To Study the Foreign 
Aid Program. Section 2 of the resolution calls for the printing of 
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8,000 additional copies of the document for the use of the special 
committee. My purpose in writing to you is to set forth reasons why 
I think the request is reasonable and justifiable. 

As you may know, for the past 10 months the special committee 
has been engaged in an exhaustive study of United States foreign 
assistance programs. In carrying out this study, the committee 
commissioned research organizations and institutions to prepare 
studies covering various aspects of our foreign aid programs. In 
addition, the committee employed as consultants 10 individuals who 
conducted surveys of foreign aid programs in different regions of the 
world. Each of these contractors and individuals has submitted 
report to the committee. 

The work just completed by the special committee is the first 
thorough and comprehensive study ever conducted in connection with 
the very complex subject of foreign assistance programs. It was felt 
that the collection of reports, if assembled in document form, could 
provide a handy, authoritative reference for Members of Congress, 
individual citizens, and organizations. Consequently, at a meeting 
of the special committee on May 9, 1957, the members agreed that a 
resolution should be introduced which would authorize the committee 
to have printed in document form all reports it has received. 

Listed below are some of the reasons alvanced to justify the printing 
of 8,000 additional copies for the use of the special committee. 

1. Copies of the document would be distributed to every Member 
of Congress. Of course, additional copies would be furnished upon 
request. 

2. The committee also expects to send copies of the document to 
some 60 embassies representing countries who are, or have been, the 
recipients of United States aid. 

3. The National High School Debating Society has selected as its 
topic for discussion this year the question of the feasibility of con- 
tinuing economic aid to underdeveloped countries. Needless to say 
Members of Congress, as well as the committee, have already had 
numerous requests from students for material which could throw some 
light on their subject. In addition, representatives of several college 
debating teams have asked for information concerning the foreign aid 
program. 

4. The committee has a large mailing list of individual citizens, 
organizations, and institutions which have asked for copies of the 
document. 

5. As you know, President Eisenhower’s recent addresses carried 
over radio and television have generated considerable public interest 
in the budget in general and the foreign aid program in particular. 
This interest has been reflected by a heavy demand on the committee 
to furnish the people of this country with more information about 
our aid program. 

6. Finally, the Senate Committee on Foreign Relations expects to 
begin hearings on the Mutual Security Act this week. As is always 
the case, such hearings receive wide newspaper coverage and they 
prompt many interested persons to write to the committee requesting 
material which will help them to have a better understanding of the 
subject of foreign aid. 

It is extremely important to have the special committee’s collection 
of reports available in one handy document for permanent reference 
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purposes. Our foreign aid program is an important area of American 
foreign policy. The people of the United States are becoming in- 
creasingly aware of this, and are demanding to know more about the 
program. It is my hope that the Committee on Rules and Adminis- 
tration will approve Senate Concurrent Resolution 30 so that the 
compilation of reports can be printed in document form to satisfy 
these demands. 
Sincerely yours, 
TuHeoporEe Francis Green, Chairman, 


O 
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85TH CONGRESS } SENATE ‘ 


1st Session No, 391 





ADDITIONAL COPIES OF REPORT ON JUVENILE 
DELINQUENCY 





May 29, 1957.—Ordered to be printed 


Mr. TatmapceE, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 140] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 140) authorizing the printing of additional 
copies of Senate Report No. 130, 85th Congress, 1st session, entitled 
“Juvenile Delinquency,” having considered the same, report favorably 
thereon without amendment and recommend that the resolution be 
agreed to by the Senate. 

This resolution provides that there be printed for the use of the 
Committee on the Judiciary 3,000 additional copies of Senate Report 
No. 130, 85th Congress, Ist session, entitled “Juvenile Delinquency,” 
with sundry new footnotes. 

The Committee on the Judiciary received 4,500 copies of Senate 
Report 130 pursuant to Senate Resolution 109, agreed to on April 12, 
1957 (85th Cong., Ist sess.). Because of public demand for the report, 
the committee’s supply is exhausted and the additional copies are 
needed to meet requests now pending or expected. In the new print- 
ing, the Committee on the Judiciary wishes to incorporate certain 
footnotes in the report without altering the text but that it may have 
greater clarificationfand render it more useful to the Congress. 

A letter to the chairman of the Committee on Rules and Adminis- 
tration, Senator Thomas C. Hennings, Jr., from the former chairman 
of the Subcommittee on Juvenile Delinquency of the Committee on 
the Judiciary, Senator Estes Kefauver, explaining the necessity for 
this resolution, follows: 
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May 28, 1957, 
Senator Toomas C. Hennrnos, Jr., 
Committee on Rules and Administration, 
Room 104-B, Senate Office Building. 

Dear Senator: I am writing to you in regard to Senate Resolution 
140 which I introduced on May 23, 1957, requesting 3,000 additional 
copies of Senate Report No. 130 of the Senate Subcommittee to 
Investigate Juvenile Delinquency. A great demand has developed 
for this report and many requests have gone unfilled. In view of 
this demand and in view of the many letters from professional and 
lay people in the field of delinquency who feel that the report is filling 
a need in terms of giving the delinquency problem the proper 
perspective in the United States today, I urge that Senate Resolution 
140 be considered favorably. 

The delinquency problem is an ever-increasing one and only through 
education can we hope to reverse the prevailing trend. The Juvenile 
Delinquency Subcommittee has furthered this cause of education by 
taking as one of its functions the dissemination of information through 
its reports to various groups in our society, including the professional 
people, the lay public, parents and educators. ‘The response of all of 
these groups to our reports attests to their widespread usage and value 
as weapons in the fight against juvenile misbehavior. 

In making this request I would also like to recommend the inclusion 
of several corrections and footnotes. 

Once again, may I urge favorable consideration of Senate Resolution 
140. 

Sincerely, 
Estes KEFravuver. 

The cost of this reprinting, pursuant to this resolution, is placed 
at $1,198. 

O 
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OFFICIAL OFFICE EXPENSES OF MEMBERS OF THE 
HOUSE OF REPRESENTATIVES 


May 29, 1957.—Ordered to be printed 


Mr. Tatmapge, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany H. R. 790] 


The Committee on Rules and Administration, to whom was referred 
the bill (H. R. 790) to amend the Legislative Appropriation Act, 1955, 
with reference to official office expenses of Members of Congress, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The existing law authorizes Members of the House of Representa- 
tives to be reimbursed for official office expenses incurred in their 
congressional districts in an amount not to exceed $150 quarterly. A 
number of the Members coming from the same large metropolitan 
areas, however, often have offices in the same Federal buildings not 
actually situated in their respective congressional districts. 'Techni- 
cally, these members are excluded from reimbursement because their 
office expenses were not incurred within the limits of their districts. 
This legislation would correct that. 


CHANGES IN EXISTING LAW 


In accordance with the rule, changes in existing law made by the 
bill are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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NINETEENTH ParaGrapH UNDER THE HEADING “CONTINGENT 
EXPENSES OF THE House” oF THE LEGISLATIVE APPROPRIATION 
Act, 1955 (Pusiic Law 470, 83p Conga.) 


The Clerk of the House is authorized and directed to reimburse 
each Member from the contingent fund in an amount not to exceed 
$150 quarterly, upon certification of the Member, for official office 
expenses incurred [in his Congressional district] outside of the District 


of Columbia. 
O 


| 
| 
| 
| 
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FIXING THE RESPONSIBILITIES OF CERTIFYING OFFI 
CERS AND THE DISBURSING OFFICER OF THE LIBRARY 
OF CONGRESS 


May 29, 1957.—Ordered to be printed 


Mr. Taumapag, from the Committce on Rules and Administration, 
submitted the following 


REPORT 


[To accompany I. R. 7234] 


The Committee on Rules and Administration, to whom was referred 
the bill (H. R. 7234) to fix the responsibilities of certifying officers and 
disbursing officer of the Library of Congress, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

This bill would place the disbursing officer and certifying officers 
of the Library of Congress in the same relationship and with the right 
to request relief and advance decisions from the Comptroller General 
of the United States as are the certifying and disbursing officers in the 
executive branch pursuant to the act of December 29, 1941 (55 Stat. 
875), on which this new legislation is generally patterned. 

The committee believes the bill to be in the interest of improved 
administration of the Library, establishing, as it does, clearer defini- 
tions of fault and liability ‘for expenditures of appropriations and 
funds, and in its provision for adequate surety bonds for all its certify- 
ing officers and employees. Such employces or officers, however, 
could be relieved of liability by the Comptroller General under certain 
conditions, and be entitled to obtain advance decisions from the Comp- 
troller General on any question of law involved in a payment. The 
ae ountability of the Library’s disbursing officer is in no way dimin- 
ished. 

Modifications suggested by the Comptroller General to the bill 
were incorporated in it before its transmittal, as a proposed draft, to 
the Congress. 

O 
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PROVIDING FOR IMPROVED METHODS OF STATING 
BUDGET ESTIMATES 


May 29, 1957.—Ordered to be printed 





Mr. Humpureey, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. 434] 


The Committee on Government Operations, to whom was referred 
the bill (S. 434) to provide for improved methods of stating budget 
estimates and estimates for deficiency and supplemental appropria- 
tions, having considered the same, report favorably thereon, with an 
amendment, and recommend that the bill, as amended, do pass. The 
amendment adds a new section to the bill on page 4. 


PURPOSE 


This bill amends the Budget and Accounting Act of 1921 to provide 
that estimates for proposed appropriations of the executive agencies of 
the Government shall, where appropriate, be determined on an annual 
accrued expenditure basis. 

The President on four separate occasions—a special message to the 
Congress, May 10, 1956; a statement when he signed Public Law 863, 
84th Congress, August 1, 1956; his budget message to the 85th Con- 
gress, January 16, 1957; and a letter to the Speaker of the House of 
Representatives, April 18, 1957—has requested this authority. 

In his letter to the Speaker of the House he specifically urged the 
Congress to— 

enact bills approved by the administration to implement 
Hoover Commission recommendations, such as the author- 
ization of appropriations on the basis of annual accrued 
expenditures * * *. 


In addition, the Secretary of the Treasury, the Director of the 
Bureau of the Budget, and the Comptroller General of the United 
States, have strongly recommended the enactment of legislation 
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which would authorize the conversion of appropriation estimates to 
an annual accrued expenditure basis. 

Enactment of this legislation by the Congress would directly im- 
plement the objectives of the Second Hoover Commission, which 
recommended: 


That the executive budget and congressional appropriations 
be in terms of estimated annual accrued expenditures, 
namely, charges for the cost of goods and services estimated 
to be received (recommendation No. 7, Hoover Commission 
Budget and Accounting Report, June 1955, p. 25). 


The word “objectives’”’ is used because this bill provides that budget 
estimates s!all be determined on an annual accrued expenditure basis. 
It does not provide that congressional appropriations shall be ex- 
pressed in such terms, although it follows that if budget estimates 
are prepared on an annual accrued expenditure basis, congressional 
appropriations would be made upon that basis. The last sentence 
of the new proposed subsection (b) (to sec. 201 of the Budget and 
Accounting Act of 1921), lines 8-10, page 2, of S. 434, reads: 


It is therefore the policy of the Congress that estimates for 
proposed appropriations will be determined on an annual 
accrued expenditure basis. [Italic added.] 


In no sense is this bill a mandate to the President, but a granting 
of authority which he has requested, as heretofore noted. Moreover, 
the bill gives the President the broadest flexibility with which 
exercise this authority within the executive branch. Its language 
states clearly that estimates of appropriations shall be converted to 
an annual accrued expenditure basis when the President (1) deems 
such action to be desirable and (2) determines that it is practicable. 

It is also recognized that a change of this magnitude in appropria- 
tions procedures should be approached on the basis of individual 
appropriations or programs. Hence, the timing of agency conversions 
to the annual accrued expenditure method, as well as the manner in 
which the transformation is made, are left to the President’s discre- 
tion as circumstances in each individual agency warrant. 

Under the annual accrued expenditure system, the executive agen- 
cies would present their budget estimates for a fiscal year on the basis 
of expenditures to be made or accrued that fiscal year only. In 
appropriating on this basis, the appropriations committees would 
grant appropriations authority for each fiscal year for expenditures 
actually to be made or accrued during that fiscal year only—and not 
for expenditures to be made in future fiscal years, as frequently occurs 
under the present appropriations system. 

Authority would be given the Appropriations Committees of the 
Congress to authorize agencies to enter into contracis in advance of 
appropriations for the forward planning of long lead-time programs in 
subsequent fiscal years, under provisions of the bill. 


SECTION-BY-SECTION ANALYSIS 


Subsection (b) is a policy declaration by the Congress, based upon 
the reasons given therein, that estimates for proposed appropriations 
should be determined on an annual accrued expenditure basis. 
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Subsection (c) provides that proposed appropriations of executive 
agencies, authorized by the Budget and Accounting Act of 1921, shall, 
“to the maximum extent deemed desirable and practicable by the 
President,’’ be determined on an annual accrued expenditure basis. 

The second paragraph of subsection (c) provides that— 


annual accrued expenditures shall relate to goods and serve 
ices to be received in a fiscal year, advance payments, 
progress payments, and such other payments as are author- 
ized by law to be made in such fiscal year. 


The third paragraph of subsection (c) exempts certain appropria- 
tions (such as, for the payment of claims, to provide for or increase 
revolving funds, for obligations for which liability is fixed by treaties, 
etc.), from the provisions of S. 434. 

Subsection (d) provides that conversion by ‘he executive branch to 
the stating of budget estimates on an annual accrued expenditure 
basis— 

shall be accomplished in such manner and at such times as 
may be determined by the President, 


Subsection (e) provides that at the end of each fiscal year any bal- 
ance of an appropriation or fund made on an annual accrued expendi- 
ture basis which is in excess of the accrued expenditures for the year 
shall lapse, unless ‘‘hereafter provided otherwise in an appropriation 
act or other law.’’ The subsection also provides that the amount of 
the accrued expenditures properly charged to the appropriation or 
fund for the fiscal year, but not paid during such fiscal year shall be 
merged as a single account with any appropriation or fund made for 
the same general purpose for the ensuing fiscal year. 

This is to enable agencies to liquidate their accounts payable for 

oods or services received, but not paid for during the fiscal year 
om a single account, as the Hoover Commission recommended in 
its report. 
COMMITTEE AMENDMENT 


The amendment approved by the subcommittee adds a new section 
to the bill, as follows: 


Src. 2. (a) Whenever an appropriation bill or an amend- 
ment thereto provides for an appropriation in terms of 
annual accrued expenditures, or specifies that an appropria- 
tion therein is based upon annual accrued expenditures, it 
shall be in order to provide in any such appropriation bill 
or in any amendment thereto the authority to enter into 
contracts for the purposes of such appropriation in an amount 
in addition to the amount of such appropriation. 

(b) The provisions of subsection (a) of this section are 
enacted by the Congress— 

(1) as an exercise of the rulemaking power of the 
Senate and the House of Representatives, respectively, 
and as such they shall be considered as part of the 
rules of each House, respectively, or of that House to 
which they specifically apply; and such rules shall 
supersede other rules only to the extent that they are 
inconsistent therewith; and 
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(2) with full recognition of the constitutional right - 
of either House to change such rules (so far as relating 
to the procedure in such House) at any time, in the 
same manner and to the same extent as in the case of 
any other rule of such House. 


The Appropriations Committees of the Congress do not have 
authority to include contract authorizations or other legislative 
amendments for the forward planning of long lead-time programs 
in an appropriation bill. Inclusion of such general legislation in an 
appropriation act is subject to a point of order under rule XVI of 
the Senate. 

To resolve this problem the above amendment, proposed by Sen- 
ator John F. Kennedy, of Massachusetts, sponsor of 5. 434, authorizes 
the inclusion of contract authority in an appropriation bill in addition 
to the amount of appropriation made. ‘This, in effect, changes the 
rules of each House of the Congress as they affect the granting of 
such authority in an appropriation bill. 


HEARING, APRIL 12, 1957 


A public hearing was held on S. 434 by the Subcommittee on 
Reorganization of the Senate Committee on Government Operations 
on April 12, 1957. 

The bill was given the strongest endorsement by Senator Kennedy, 
Senator Frederick G. Payne, of Maine, Senator Wallace F. Bennett, 
of Utah, Senator Frank A. Barrett, of Wyoming, cosponsors; the 
Secretary of the Treasury; the Comptroller General of the United 
States; the Director of the Bureau of the Budget; and J. Harold 
Stewart, Chairman, Hoover Commission Task Force, Budgeting and 
Accounting, each of whom recommended, without reservation, enact- 
ment of this legislation into law. 

Some concern as to proposed implementation of the legislation b 
the Bureau of the Budget was expressed at the hearing by W. i. 
McNeil, Assistant Secretary (Comptroller) of the Department of 
Defense, particularly with respect to the lapsing of unused contract 
authority at the end of a fiscal year. 

The Director of the Bureau of the Budget testified that the informal 
outline of implementation to which Mr. McNeil referred, which the 
staff of the Bureau of the Budget had drafted at the Department of 
Defense’s request, was in no sense a directive but a preliminary dis- 
cussion memorandum in no way binding upon any executive agency. 

It was the consensus of the subcommittee that implementation of 
the conversion of appropriation estimates to an annual expenditure 
basis is a matter to be worked out by the President, with the advice 
of the Bureau of the Budget, after consultation with the agencies 
affected, under the formula granted by the Congress in S. 434. As 
witnesses testified, rigid statutory restrictions as to method, applica- 
tion or timing of such a revolutionary change in the appropriations 
process would encase the program in a straightjacket which could 
seriously impair its effectiveness in the executive manor 

It was made clear, however, by the chairman of the subcommittee, 
by Senator Kennedy, the sponsor of the bill, and by the Director of 
the Bureau of the Budget that unused contract authority granted by 
the Congress for the forward planning of long lead-time programs 
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should ordinarily, but not necessarily, terminate at the end of a fiscal 
year, depending upon the specific contracting requirements of the 
programs involved. 

It was their conviction, also, that grants of contract authority, 
whether obligated or not, should be reviewed annually to provide 
Congress with a complete report upon the status of the respective 
programs for which the authority was originally granted—and to de- 
termine whether such contract authority should be rescinded, extended 
or modified in any way. 


STATEMENT BY THE SECRETARY OF THE TREASURY 


In a statement to the chairman of the subcommittee, dated April 
10, 1957, Secretary of the Treasury, George M. Humphrey, endorsed 
the objectives of S. 434, as follows: 


In my letter to the chairman of this subcommittee on 
June 1, 1956, in connection with the hearings on S. 3897, 
84th Congress, a bill to improve governmental budgeting 
and accounting methods and procedures, 1 supported com- 
pletely the objectives of the Hoover Commission recom- 
mendations on budgeting and accounting. Several of these 
recommendations have been made effective through the 
enactment by the 84th Congress of Public Law 863, approved 
August 1, 1956, including the recommendations that, as soon 
as practicable, Government accounts be maintained on the 
accrual basis and that agency budgets be formulated and 
administered on a cost basis. 

Agencies will be required to determine their needs on the 
basis of costs and maintain their accounts on an accrual basis. 
When this is done, only then is it possible to begin to correlate 
what is produced and performed with actual cost for the same 
period of time. This change in accounting should provide 
an excellent basis for improvement in control over actual 
costs of operations and programs. It will provide the Con- 
gress and the executive branch of the Government a better 
opportunity to examine and review the results of operations 
with estimates based on budgeted working plans which would 
be developed and accounted for on the asin of the cost of 
goods and services received for a particular fiscal year. It 
should reduce the vast carryover of appropriation balances 
representing, for the most part, obligations for goods and 
services to be received and paid for in subsequent fiscal years. 
This situation has caused me some concern in the past. 
Any means by which we can bring this carryover of appropria- 
tions under better scrutiny and review will be a step in the 
right direction. 

S. 434 is a further move forward because at the end of each 
fiscal year, the excess of any appropriation or fund made on 
an annual accrued expenditure basis over the accrued 
expenditures shall lapse. This leaves a vast area of activities 
where capital goods and services have to be acquired for 
delivery beyond the year in which contracts are made. It 
will be necessary for the Congress to provide contract 
authority in these cases. I believe contract authorizations 
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for long-range projects are preferable over the present basis 
of appropriating, because they would provide a means for 
a thorough review and examination of progress made and 
commitments outstanding at the end of each year when the 
current budget is being considered. To secure the advantages 
which can be obtained through adoption of accrued expendi- 
ture-based appropriations, it will therefore be necessary for 
the Congress to provide affirmatively that it shall be in order 
in appropriation bills to include contract authority for 
financing of long-range activities, as is provided for in the 
proposed amendment to S. 434. 


STATEMENT BY THE COMPTROLLER GENERAL 


The following excerpts from the statement by the Comptroller 
General set forth, in detail, the improvements in financial management 
which would flow from conversion of the Government’s financial 
structure to an annual accrued expenditure basis. 


The stating of appropriations on an annual accrued 
expenditure basis, together with the furnishing of cost data 
to the Congress as provided by Public Law 863, approved 
August 1, 1956, would provide great impetus to improved 
correlation of programing, budgeting, accounting, and 
funding of authorized Government activities each year. 

This basis of stating appropriations is a natural extension 
of the cost budgeting enacted in Public Law 863. Under 
that provision of law, the agencies will prepare annual 
budgets which will show the estimated costs of the author- 
ized programs and the inventories and other assets available 
for use in the performance of the programs. Budgets on 
this basis provide needed tools for management and control 
of Government programs and activities in terms of annual 
and total costs. 

However, since the present basis of stating appropriations 
is in terms of obligating authority, i. e., the amount of 
funds to be earmarked for contracts and orders covering 
current and future deliveries of goods and services, the 
amounts of the appropriations requested for any year under 
the present method are not, in many cases, closely related 
to the cost of planned performance under the programs 
during that year. This results in large carryovers of appro- 
priation balances from year to year. The 1958 budget con- 
tains requests for appropriations and other obligating author- 
ity totaling $73.3 billion. This is in addition to a $70 billion 
balance of appropriations and other obligating authority 
carried forward from prior years, resulting in $143.3 billion 
proposed to be available to the agencies during 1958, with 
actual expenditures estimated at $71.8 billion. 

The budget surplus or deficit is determined annually 
based on the difference between annual receipts and expendi- 
tures. But the appropriations, on the present basis, are in 
terms of obligations against the current and future years. 
Establishing a direct correlation between annual appropria- 
tions and expenditures vests in the Congress and the Presi- 
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dent a greater opportunity to control the level of operations 
during a particular budget year on the basis of conditions 
existing in that year. 

As matters now stand, Congress has little control over 
spending once the funds are voted, and the President has 
limited control over spending after apportionments of au- 
thority to incur obligations are made by the Budget Direc- 
tor to the agencies. The present situation stems from the 
fact that congressional control through the appropriation of 
funds and Budget Bureau control through apportionments 
are both stated in terms of authority to obligate rather than 
budgeted work plans for the cost of goods and services esti- 
mated to be received by the agencies. 

This does not measure currently the cost of progress or per- 
formance where long lead-time items are involved. Itis onl 
when a program is totally completed that obligations approxi- 
mate costs and then only if all resources have been consumed, 
Under the annual accrued expenditure basis of appropria- 
tions, Congress would base its appropriations of funds on the 
annual costs in relation to the accomplishments obtained and 
to be obtained for those costs, in the light of current condi- 
tions and the inventories and other assets on hand, after con- 
sidering the total estimated costs of a program. 

We believe that total estimated costs should be considered 
by both the agencies and Congress before a program is initi- 
ated in the Government and while a program is being per- 
formed. All of the present safeguards of consideration and 
control of total program costs are retained under the annual 
accrued expenditure basis of stating appropriations. Indeed 
they are improved because, in addition to providing for con- 
sideration of the total estimated cost, this method of deter- 
mining appropriations provides a means of direct congres- 
sional control over the yearly segments of planned perform- 
ance. The proposed method provides for an orderly review 
by the Congress of the amount of funds needed in any year 
in relation to the year-by-year accomplishments and their 
costs as compared to each year’s estimated performance and 
estimated costs, as well as the continuing need of the program 
in relation to current national and international conditions. 

An examination of the present-day practices in the long 
lead-time areas (for example, in procurement, construction, 
and research and development) involving extensive repro- 
graming, a multitude of changes in engineering plans and 
specifications during the period of production of many items, 
and other factors, discloses the necessity for controlling total 
costs in terms of annual accrued expenditures. Because of 
these inherent factors in the operations involved, cost budgets 
as provided by Public Law 863, teamed with appropriations 
on an accrued expenditure basis, would provide a type of con- 
tinuing budget presentation that would bring out the ade- 
quacy of management planning or the lack of it and would 
give the Congress an opportunity to have a voice in setting 
the level of operations from year to year. 

It is inherent in the proposed annual accrued expenditure 
basis of stating appropriations that congressional authority 
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be granted as necessary on long lead-time items for the issu- 
ance of contracts which precede the phase of operations 
covered in an annual accrued expenditure appropriation. 
The Hoover Commission noted this necessity in its discussion 
preceding its recommendation No. 7. We believe that the 
necessity for forward planning authorizations, both as to 
timing and amount, should be determined by the Congress 
as circumstances may warrant. Of course, under whatever 
method may be employed in granting such authorizations, 
the need for them would be subject to annual review from 
the standpoint of the costs and accomplishments, both com- 
pleted and projected, and the proposed annual accrued 
expenditure appropriation. 

This authority has been exercised in the past by the Con- 
gress in the form of “contract authorizations.” The au- 
thority to include requests for such contract authorizations 
in the budget, which is contained in the present section 201 
of the Budget and Accounting Act, 1921, in view of the defi- 
nition of the term “‘sppropriation” contained in section 2 of 
that act, will not be abrogated by the provisions of S. 434. 

It is a significant fact, however, that heretofore both the 
“contract authorizations” and subsequent appropriations ‘‘to 
liquidate contract authorizations” were stated in terms of 
obligational authority. Under the annual accrued expendi- 
ture basis of stating proposed appropriations, any necessary 
authority to enter into contracts and orders for future de- 
livery of goods and services would be stated on the obliga- 
tional basis but the appropriation of funds would be stated 
annually in terms of the accrued expenditures for the year 
based on the more precise planning possible on a year-by-year 
basis of planned performance. 

The need for contract authority, or any other form of obli- 
gational authority, in conjunction with annual appropriations 
on the accrued expenditure basis, is limited to the areas of 
operations where forward contracting is required to provide 
an orderly flow of product. It will not ordinarily be required 
for salaries, allowances, travel expense, and other current 
administrative expenses. 

The determination of appropriations on the annual accrued 
expenditure basis, with concurrent authority to enter into 
contracts to insure orderly future deliveries of long lead-time 
items, is in no way detrimental to the interests of contractors. 
They would be paid for performance just as they are now, 
the only difference being that such payments would be made 
out of the funds appropriated by the Congress for that year 
and not out of funds appropriated in some past year. 

The Government’s lability to a contractor under a can- 
celed or terminated contract would be no different than the 
Government’s liability in similar circumstances under the 
present method of stating appropriations in terms of obliga- 
tions. If, in the considered judgment of a Congress, & 
program entered into by an agency should be curtailed or 
eliminated in the best interests of the United States, the 
unperformed portion of the contract would be canceled and 
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undoubtedly the Congress would, if necessary, appropriate 
funds to pay for the termination. 

The year-by-year congressional control of program per- 
formance, inherent in the annual accrued expenditure basis 
of stating appropriations, provides the Congress with an 
improved current and continuing tool for exercising restraint 
over contracting on a program when actual costs are sub- 
stantially exceeding the original estimated costs, when per- 
formance is lagging behind schedule, or when the conditions 
under which the program was originally approved have 
changed substantially. 

In view of the changes that are required in many agencies 
to place into effect the accrual accounting and cost budgeting 
practices authorized by Public Law 863, which are necessary 
to support appropriations on an annual accrued expenditure 
basis, we endorse proposed subsection 201 (c) that permits 
flexibility in the timing of the change in the method of stating 
appropriation requests. It is believed that it is essential to 
approach such a change on the basis of individual programs 
m appropriations rather than any sweeping across-the-board 
plan. 

First of all, the successful use of these practices presumes 
a basic foundation of adequate accounting and the ability to 
program effectively. These fundamentals do not exist in a 
| number of significant areas. To endeavor to adopt the 
annual accrued expenditure basis of appropriation before 
the groundwork is laid for it could only lead to confusion 
and unsatisfactory results. 

Moreover, the greatest advantages to be attained are in the 
areas of operations involving the long-lead-time commit- 
ments, such as in major procurement, construction, and 
research and development. These appropriations are rela- 
tively few in number and it is logical to prove the value to 
Congress and the executive branch of the revised practices 
in such areas before complete adoption of the practices, 
| governmentwide, in the areas where the advantages to be 
gained are significantly less. The selection of areas to be 
converted and the timing of the changes should be a matter 
of mutual determination by the Congress, the Budget 
Bureau, and the individual agency. 

We believe that the legislation proposed in S. 434, if 
effectively implemented, would provide both the President 

| and the Congress much greater control over Federal expendi- 
tures. We recommend its favorable consideration. 








STATEMENT BY THE DIRECTOR OF THE BUREAU OF THE BUDGET 


The Director of the Bureau of the Budget emphasized S. 434 would 

provide for improved program control, more effective management of 

| expenditures, and would aid in achieving a balanced budget based 

realistically upon actual surpluses or deficits. He contrasted present 

appropriation procedures with that envisioned by the Bureau of the 
Budget under the annual expenditure method, as follows: 


At the present time estimates for appropriations are 
presented and appropriations of funds are made to cover 
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the goods and services to be ordered in the budget year 
regardless of whether such goods and services are to be 
received or paid for in the budget year or in subsequent 
years. At the time goods or services are ordered an amount 
is obligated or reserved in the appropriation account to pay 
the vendor when such goods or services are received. In 
long lead-time procurement programs several years may 
elapse between the time of the order and the time the goods 
are delivered. 

This practice would be changed in this way by S. 434. 
Budget estimates would be set forth in such a way as to 
segregate (a) the appropriation of funds needed in the budget 
year to cover the goods and services to be received in that 
year and (6) where needed, the authority to enter into con- 
tracts and orders for goods and services to be delivered in 
future years. The request for appropriation of funds in a 
given year, therefore, would cover the goods and services to 
be received in that year regardless of whether they were 
ordered in a prior year under contract authority or in the 
current year under the appropriation of funds authority. 

The need for contract authority in individual agencies 
would vary according to the type of program conducted and 
the operating needs of the agency. A request for contract 
authority will obviously be required in long lead-time 
programs. Such a request may be made in addition to an 
accrued expenditure appropriation request for other types 
of programs, depending on a demonstration of the need for 
advance purchasing in the light of the agency’s own 
operations. 

To illustrate this point, contract authority would certainly 
be a part of a budget request for procurement of aircraft. 
This might represent a 5-year program in which some of the 
contracts must be awarded in the budget year to permit 
assembly and completion at various points in the 5-year 
period. On the other hand, an administrative agency may 
need some electronic equipment for program use which might 
require 2 years for delivery and installation. Or it might 
conduct a program that normally requires placement of an 
order in 1 budget year to insure delivery early in the suceed- 
ing budget year. Both of the latter would also need advance 
obligating authority. While the aircraft procurement pro- 
gram is readily recognized as a “lead time” program, the 
administrative agency examples illustrate the same important 
need for advance authority to cover specific items in the 
program. 

The Hoover Commission in its report indicated that the 
Congress should restate the contract authority annually as 
needed. I interpret this to mean that unused contract 
authority at the end of each year would lapse and that 
requests for new authority would be made as needed each 
year on the basis of program requirements. I have indicated 
previously how the balance of appropriations of funds as of 
a end of each year would be disposed of under the provisions 
of 5. 434. 
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Under the proposed procedure, annual estimates of pro- 
posed appropriations and contract authority would be based 
on a presentation to the Appropriations Committees of the 
agency’s financial plan for conduct of a program. For ex- 
ample, the long-range aircraft procurement program I pre- 
viously mentioned might involve a total of $15 billion, spread 
evenly over a 5-year period. In the initial budget submis- 
sion the accrued expenditure appropriation request would be 
for $3 billion, together with a contract authority request for 
$3 billion needed for forward contracting in the budget year. 
This would be requested as part of a plan showing the total 
$15 billion cost and the contract authority and accrued ex- 
penditure requirements in each of the subsequent years of 
the program. The budget submission for the second year 
of such a program might reflect a revised estimate of per- 
formance in the current year, showing deliveries of $2% 
billion and contracts awarded in the amount of $3 billion. 
If the request for the second year follows the original plan 
of a $3 billion accrued expenditure appropriation and a 
similar amount of contract authority, it might be appropriate 
to cut back the accrued expenditure request on the basis of 
the revised estimate of current year performance. Thus, 
with this type of presentation each year, the executive branch 
and the Appropriations Committees would be able to make 
a more effective determination of the financing needs for the 
program. 

This systematic annual presentation of the agency financial 
plan of operation, showing past performance and forward 
planning, is one of the benefits to be gained by use of the 
proposed appropriation procedure. Information of this kind 
may be available under present practices, but the significant 
point is that such data are not required by law to be brought 
automatically to the attention of the Congress each year nor 
is further congressional action required with respect to carry- 
over balances of continuing appropriations. 


TESTIMONY OF J. HAROLD STEWART 


J. Harold Stewart, of Boston, Chairman of the Hoover Commission 
Task Force on Budget and Accounting, emphasized it was the Hoover 
Commission’s intention that the greatest flexibility should be granted 
the executive branch in implementing the conversion to the annual 
expenditure method of preparing appropriation estimates. He stated 
that the Bureau of the Budget, the Department of Defense, and other 
agencies of the Government must be left completely free to effect the 
transition by the most practical means—warning that rigid restric- 
tion would gravely impair the effectiveness of the program. 


HISTORY OF LEGISLATION IN 84TH CONGRESS 


The Senate on June 20, 1956, unanimously, approved S. 3897 (S. 
Rept. No. 2265, 84th Cong.), which contained a provision to attain 
the identical objectives of S. 434, together with other major finan- 
cial improvements, including cost-based budgets, accrual accounting 
and simplification of the fund allotment system. 
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However, the section relating to the presentation of budget estimates 
on an accrued expenditure basis was stricken by the House of Repre- 
sentatives when it passed the bill. The elimination of the provision 
was agreed to in conference, when it became obvious that, because of 
the objections of the House, legislation implementing the other impor- 
tant Hoover Commission recommendations would not be enacted 
before the pending adjournment of the 84th Congress unless the 
the Senate agreed to strike the budget estimates section. 

When the conference report (H. Rept. No. 2872, 84th Cong.), was 
approved in the Senate, spokesmen for the committee made it clear 
that the provisions stricken in conference would be given priority 
consideration upon the convening of the present Congress. The 
approval of the pending bill would accomplish that objective. 


CONCLUSION 


In summary, S. 434 gives the President authority to convert appro- 
priation estimates, with the exception of those appropriations ex- 
empted, to an annual accrued expenditure basis, where he deems 
appropriate in the interests of better financial management and better 
control of expenditures. 

It is fully recognized that if appropriations for long lead-time pro- 
grams are stated on an annual accrued expenditure basis it will be 
necessary for the Congress to provide contract authority in terms of 
the dollar amount required for orderly forward contracting beyond 
the budget year. The bill, as amended, provides that authority. 

The committee also recognizes the fact that the conversion of appro- 
priation estimates to the expenditure basis is a revolutionary change 
in the Government’s financial structure, the application of which by 
the executive branch will require the same thoughtful consideration 
that has been given to the granting of the authority by the Congress, 

As the Comptroller General has pointed out, the annual budget 
surplus or deficit is measured by the difference between annual receipts 
and expenditures. By establishing a direct correlation between 
appropriations and expenditures through the enactment of S. 434, the 
Congress provides not only itself, but the President as well, with 
greater opportunity to control the level of governmental operations 
during a fiscal year. 

It is believed, moreover, that full implementation of this legislation 
would tend to halt the continuing buildup of carryover balances of 
appropriations now available for expenditure at the discretion of the 
executive agencies, with little or no continuing control by the Congress. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXTX of the Standing 
Rules of the Senate, changes in existing law made by the bill S. 434, 
as reported, are shown as follows (matter omitted is enclosed in black 
brackets, new material is printed in italics, existing law in which no 
change is made is shown in roman): 
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BupGet anp Accountine Act, 1921, As AMENDED By THE BuDGET 
AND AccouNnTING Procepurges Act oF 1950 


. * * * * * * 


Sec. 201. (a) The President shall transmit to Congress, during the 
first fifteen days of each regular session, the Budget, which shall set 
forth his Budget message, summary data, and text, and supporting 
detail. The Budget shall set forth in such form and detail as the 
President may determine— 

(1) functions and activities of the Government; 

(2) at such times as may be practicable, information on pro- 
gram costs and accomplishments; 

(3) any other desirable classifications of data; 

(4) a reconciliation of the summary data on expenditures with 
proposed appropriations; 

(5) estimated expenditures and proposed appropriations neces- 
sary in his judgment for the support of the Government for the 
ensuing fiscal year, except that estimated expenditures and 
proposed appropriations for such year for the legislative branch 
of the Government and the Supreme Court of the United States 
shall be transmitted to the President on or before October 15 of 
each year, and shall be included by him in the Budget without 
revision ; 

(6) estimated receipts of the Government during the ensuing 
fiscal year, under (1) laws existing at the time the Budget is trans- 
mitted and also (a) under the revenue proposals, if any, con- 
tained in the Budget; 

(7) actual appropriations, expenditures, and receipts of the 
Government during the last completed fiscal year; 

(8) estimated expenditures and receipts, and actual or proposed 
appropriations of the Government during the fiscal year in 
progress ; 

(9) balanced statements of (1) the condition of the Treasury at 
the end of the last completed fiscal year, (2) the estimated con- 
dition of the Treasury at the end of the fiscal year in progress, and 
(3) the estimated condition of the Treasury at the end of the 
ensuing fiscal year if the financial proposals contained in the 
Budget are adopted; 

(10) all essential facts regarding the bonded and other indebted- 
ness of the Government; and 

(11) such other financial statements and data as in his opinion 
are necessary or desirable in order to make known in all practi- 
cable detail the financial condition of the Government. 

(b) It is the sense of the Congress that revisions in presentation of 
budget estimates and estimates for deficiency and supplemental appropria- 
tions are essential in order to provide a more informative basis for the 
enactment of appropriations by the Congress, to reduce or eliminate the 
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large carryover balances of appropriations from one fiscal year to another, 
and to bring about economy in Government expenditures. It is therefore 
the policy of the Congress that estimates for proposed appropriations will 
be determined on an annual accrued expenditure basis. 

(c) The amount of proposed appropriations referred to in sections 
201 (a) and 208 of this Act shall, to the maximum extent deemed desirable 
and practicable by the President, be determined on an annual accrued 
expenditure basis. ‘Annual accrued expenditures” shall relate to goods 
and services to be received in a fiscal year, advance payments, progress 
payments, and such other payments as are authorized by law to be made 
en such fiscal year. 

This subsection shall not apply to appropriations for the payment of 
claims certified by the Comptroller General and of judgments; appropria- 
tions for the refund of Federal taxes and of other moneys erroneously re- 
ceived and covered into the Treasury of the United States; appropriations 
for private relief; appropriations for the payment of interest on trust 
funds; appropriations to provide or increase revolving funds; appropria~ 
tions for the payment to former members of the Armed Forces, their 
dependents and beneficiaries, of any benefits to which they are entitled 
by reason of military service; appropriations for the payment of pensions 
and annuities; appropriations for the payment of any obligation of the 
United States for which liability is fixed by treaty; and other appropria- 
tions or funds analogous to the foregoing. 

(d) The conversion to the use of the annual accrued expenditures 
method for stating proposed appropriations in accordance with section 
201 (c) of this Act shall be accomplished in such manner and at such times 
as may be determined by the President. 

(e) As of the end of each fiscal year, the excess of any appropriation 
or fund made on an annual accrued expenditure basis over the accrued 
expenditures under such appropriation or fund shall lapse, unless here- 
after provided otherwise in an appropriation Act or other law. Any 
remaining balances of each such appropriation or fund shall be merged 
with any appropriation or fund made for the same general purpose for 
the ensuing fiscal year and shall constitute a single account. 


O 
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Mr. McCuetuan, from the Special Committee To Investigate Political 
Activities, Lobbying and Campaign Contributions, submitted the 
following 


FINAL REPORT 


[Pursuant to 8S. Res. 219 (84th Cong., 2d sess.) as extended by S. Res. 47 and 
S. Res. 128 (85th Cong., Ist sess.) ] 


CHAPTER I 
CREATION AND FORMATION OF COMMITTEE 


The Special Committee To Investigate Political Activities, Lobby- 
ing and Campaign Contributions was created by Senate Resolution 219 
(84th Cong., 2d sess.) and extended by Senate Resolution 47 and 
Senate Resolution 128 (85th Cong., 1st sess.). 


The following is the text of Senate Resolution 219: 


[S. Res. 219, 84th Cong., 2d sess.] 
RESOLUTION 


Resolved, That there is hereby established a special committee which is 
authorized and directed to investigate the subject of attempts to influence im- 
properly or illegally the Senate or any Member thereof or any candidate therefor, 
or any officer or employee of the executive branch of the Government, through 
campaign contributions, political activities, lobbying, or any and all other activi- 
ties or practices. 

Sec. 2. (a) The special committee shall consist of eight members to be ap- 
pointed by the Vice President, four each from the majority and minority Mem- 
bers of the Senate, and shall, at its first meeting, to be called by the Vice Presi- 
dent, select a chairman and vice chairman. 

(b) Any vacancy shall be filled in the same manner as the original appoint- 
ments. 

Seo. 3. (a) The special committee shall report to the Senate by January 31, 
1957, and shall include in its report specific recommendations (1) to improve 

Explanatory Note.—The staff of the special committee has summarized and synthesized the 
major portion of the testimony adduced before the committee, as hereinafter set forth. The 
recitals of the testimony do not represent committee findings. The testimony has been evalu- 
ated by the committee to the extent necessary to reach its conclusions, as reflected in the 
recommendations. 

Numbers in parentheses are page numbers of printed hearings unless otherwise indicated. 
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and modernize the Federal election laws; (2) to improve and strengthen the 
Federal Corrupt Practices Act, the Hatch Act, the Federal Regulation of Lobby- 
ing Act, and related laws; and (3) to insure appropriate administrative action 
in connection with all persons, organizations, associations, or corporations 
believed to be guilty of wrongdoing punishable by law. 

(b) Upon the filing of its report the special committee shall cease to exist. 

Szo. 4. (a) For the purposes of this resolution the special committee is au- 
thorized to (1) make such expenditures from the contingent fund of the Senate; 
(2) hold such hearings; (3) sit and act at such times and places during the 
sessions, recesses, and adjournment periods of the Senate; (4) require by sub- 
pena or otherwise the attendance of such witnesses and production of such 
correspondence, books, papers, and documents; (5) administer such oaths; (6) 
take such testimony either orally or by deposition; (7) employ on a temporary 
basis such technical, clerical, and other assistants and consultants; and (8) 
with the prior consent of the executive department or agency concerned and the 
Committee on Rules and Administration, employ on a reimbursable basis such 
executive branch personnel as it deems advisable. 

(b) For the purpose of taking testimony the special committee may provide 
that fewer than five but not less than two members shall constitute a quorum, 
providing that both the majority and minority are represented. 

Sec. 5. The expenditures authorized by this resolution shall not exceed $350,000 
and shall be paid upon vouchers signed by the chairman of the special committee. 


As noted in the resolution, the special committee was to file its 
final report by January 31, 1957. By Senate Resolution 47 (85th 
Cong., Ist sess.), adopted January 30, 1957, the life of the special com- 
mittee was extended to April 30, 1957. The text of the resolution 
follows: 


[S. Res. 47, 85th Cong., 1st sess.] 
RESOLUTION 


Resolved, That the special committee established by S. Res. 219, Eighty-fourth 
Congress (approved February 22, 1956), is authorized and directed to investi- 
gate the subject of attempts to influence improperly or illegally the Senate or any 
Member thereof or any candidate therefor, or any officer or employee of the execu- 
tive branch of the Government, through campaign contributions, political activi- 
ties, lobbying, or any and all other activities or practices. 

Sec. 2. (a) The special committee shall report to the Senate on or before 
April 30, 1957, and shall include in its report specific recommendations (1) to im- 
prove and modernize the Federal election laws; (2) to improve and strengthen 
the Federal Corrupt Practices Act, the Hatch Act, the Federal Regulation of 
Lobbying Act, and related laws; and (3) to insure appropriate administrative 
action in connection with all persons, organizations, associations, or corporations 
believed to be guilty of wrongdoing punishable by law. 

(b) The special committee shall cease to exist at the close of business on 
April 30, 1957. 

Seo. 3. (a) For the purposes of this resolution the special committee is au- 
thorized, during the period beginning February 1, 1957, and ending on April 30, 
1957, to (1) make such expenditures from the contingent fund of the Senate; (2) 
hold such hearings; (3) sit and act at such times and places during the sessions, 
recesses, and adjournment periods of the Senate; (4) require by subpena or 
otherwise the attendance of such witnesses and production of such correspond- 
ence, books, papers, and documents; (5) administer such oaths; (6) take such 
testimony either orally or by deposition; (7) employ on a temporary basis such 
technical, clerical, and other assistants and consultants; and (8) with the prior 
consent of the executive department or agency concerned and the Committee on 
Rules and Administration, employ on a reimbursable basis such executive branch 
personnel as it deems advisable. 

(b) For the purpose of taking testimony the special committee may provide 
that fewer than five but not less than two members shall constitute a quorum, 
providing that both the majority and minority are represented. 

Sec. 4. The expenditures authorized by this resolution shall not exceed 
$60,000 and shall be paid upon vouchers signed by the chairman of the special 
committee. 
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By Senate Resolution 128, adopted April 17, 1957, the committee’s 
tenure was further extended for 1 month to May 31, 1957. The text 
thereof follows: 


[S8. Res. 128, 85th Cong., 1st sess.] 
RESOLUTION 


Resolved, That S. Res. 47, Eighty-fifth Congress, agreed to January 30, 
1957, extending the special committee established by S. Res. 219, Eighty-fourth 
Congress, agreed to February 22, 1956, is amended by striking out “April 30, 
1957” wherever it appears therein and inserting in lieu thereof “May 31, 1957”. 

The following Members of the Senate were duly appointed to con- 
stitute the special committee under Senate Resolution 219: 


John L. McClellan, Arkansas, Albert Gore, Tennessee, Clinton 
P. Anderson, New Mexico, John F. Kennedy, Massachusetts, 
Styles Bridges, New Hampshire, Edward J. Thye, Minnesota, 
William A. Purtell, Connecticut, and Barry Goldwater, Arizona. 


The membership remained the same throughout the life of the Com- 
mittee, 

The special committee had its organization meeting on March 10, 
1956, and elected Mr. McClellan as chairman and Mr. Bridges as vice 
chairman. George Morris Fay was selected chief counsel after 
enactment of special legislation, approved April 30, 1956, exempting 
the chief counsel to the committee from the conflict-of-interest 
statutes. 

Rules of procedure were adopted on March 10, 1956. Rule 19 was 
amended April 23, 1956 and rule 20 was promulgated on May 24, 1956. 
The following is the text of the rules of procedure as so revised : 









RULES OF PROCEDURE FOR SPECIAL COMMITTEE To INVESTIGATE CAMPAIGN 
CONTRIBUTIONS, LOBBYING, AND RELATED ACTIVITIES 


(S. Res. 219, passed February 22, 1956) 





(Unanimously adopted by the special committee through rule No. 18, March 10, 


1956. Amended April 23, 1956, by adoption of rule No. 19 governing voting 
by proxy) 


1. No major investigation shall be initiated without approval of a majority of 
the committee. However, preliminary inquiries may be initiated by the com- 
mittee staff with the approval of the chairman of the committee. 

2. Subpenas for attendance of witnesses and the production of memorandums, 
documents, and records shall be issued by the committee chairman with prior 
notice to the vice chairman. In the event of disagreement between the chairman 
and vice chairman respecting the issuance of any subpena, the issue shall be 
presented promptly to the full committee for its determination. 

8. The chairman shall have the authority to call meetings of the committee. 
This authority may be delegated by the chairman to the vice chairman, or to 
any other member of the committee when necessary. The chairman shall not 
schedule any hearings, or series of hearings, outside the District of Columbia 
without giving at least 48 hours’ notice thereof to the members of the committee. 
Public hearings shall be ordered by a majority vote of the committee, 

4. Should a majority of the membership of the committee request the chair- 
man in writing to call a meeting of the committee, then, in the event the chair- 
man should fail, neglect, or refuse to call such meeting within 5 days thereafter, 
such majority of the committee may call a meeting by filing a written notice 
thereof with the vice chairman of the committee, who shall promptly call a 
meeting of the committee, notifying each member of the committee in writing. 

5. All witnesses at public or executive hearings who testify to matters of fact 
shall be sworn. 

6. Counsel retained by any witness and accompanying such witness shall be 
permitted to be present during the testimony of such witness at any public or 
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executive hearing, and to advise such witness while he is testifying, of his legal 
rights; but this shall not be construed to excuse a witness from testifying in 
the event his counsel is ejected for contumacy or disorderly conduct; nor shall 
this rule be construed as authorizing counsel to coach the witness, answer for 
the witness, or put words in the witness’ mouth. The failure of any witness to 
secure counsel shall not excuse such witness from attendance in response to 
subpena. 

7. Any witness desiring to read a prepared or written statement in executive 
or public hearings shall file a copy of such statement with the counsel or chair- 
man of the committee 24 hours in advance of the hearings at which the statement 
is to be presented. The committee shall determine whether such statement may 
be read or placed in the record of the hearing. 

8. A witness may request, on grounds of distraction, harassment, or physical 
discomfort, that during his testimony, television, motion picture, and other 
cameras and lights shall not be directed at him, such request to be ruled on by 
the committee members present at the hearing. 

9. An accurate stenographic record shall be kept of the testimony of all wit- 
nesses in executive and public hearings. The record of his own testimony 
whether in public or executive session shall be made available for inspection 
by witness or his counsel under committee supervision; a copy of any testimony 
given in public session or that part of the testimony given by the witness in 
executive session and subsequently quoted or made part of the record in a public 
session shall be made available to any witness at his expense if he so requests. 

10. Interrogation of witnesses at committee hearings shall be conducted on 
behalf of the committee by members and authorized committee staff personnel 
only. 

11. Any person who is the subject of an investigation in public hearings may 
submit to the chairman of the committee questions in writing for the cross- 
examination of other witnesses called by the committee. With the consent of a 
majority of the members of the committee present and voting, these questions 
shall be put to the witness by the chairman, by a member of the committee, or by 
counsel of the committee. 

12. Any person whose name is mentioned or who is specifically identified, and 
who believes that testimony or other evidence presented at a public hearing, or 
comment made by a committee member, or counsel, tends to defame him or other- 
wise adversely affect his reputation, may (a) request to appear personally before 
the committee to testify in his own behalf, or, in the alternative, (0) file a sworn 
statement of facts relevant to the testimony or other evidence or comment com- 
plained of. Such request and such statement shall be submitted to the committee 
for its consideration and action. 

13. All testimony and actions taken in executive session shall be kept secret 
and will not be released for public information without the approval of a majority 
of the committee. 

14. No committee report or document shall be released to the public in whole or 
in part without prior submission to and approval by a majority vote of the 
eommittee. 

In case the committee is unable to reach a majority decision, separate views 
or reports may be presented and printed if approved for release and publication 
by the chairman or vice chairman of the committee. 

15. Professional and clerical staff members shall be employed by a majority 
vote of the committee, without regard to political affiliations and solely on the 
basis of fitness to perform the duties of the office. Thereafter, the chairman shall 
eertify staff appointments to the financial clerk of the Senate in writing. 

The services of any professional or clerical staff member so employed may be 
terminated at any time by a majority vote of the committee. 

Professional staff members shall not engage in any work other than committee 
business, and no other duties may be assigned to them. 

16. All vouchers for the expenditures of money as provided in this resolution 
shall be submitted to the vice chairman before approval by the chairman. 

17. A quorum for the transaction of business, except as provided in subsection 
B of section 4 of Senate Resolution 219, shall consist of five members. 

18. These rules may be modified, amended, or repealed by a majority vote of 
the committee, providing 3 days’ written notice of such proposed change has been 
given to each member. 
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19. When a record vote is taken in committee, on any resolution, motion, 
or other question, a majority of the members being present, a member who is 
unable to attend the meeting may submit his vote by proxy, in writing. 

Such proxy shall be addressed to the chairman or vice chairman and filed 
with the chief clerk. It shall be valid at the meeting or continuation of such 
meeting for which it is filed when it identifies the specific resolution, motion, 
or other question on which the member wishes his vote to be recorded. If the 
member wishes to grant a general proxy to any member to vote for him on 
any and all questions and issues that may properly come before the committee 
at such meeting, he shall specifically so provide. Such proxy shall then be 
counted officially in the final tabulation of that vote. 

The chief clerk shall insert all such proxies in the minutes of the meeting 
to which they are related as a permanent record. 

20. That any two members of the special committee shall constitute a quorum 
for the purpose of administering oaths and taking testimony in any given case 
or subject matter of inquiry before the special committee, providing that both 
the majority and the minority are represented. 





CHAPTER II 


FUNCTIONS OF SPECIAL COMMITTEE AND SCOPE OF 
ITS WORK 


While the creation of the special committee was dramatized by an 
attempt of John Neff (on behalf of Howard B. Keck through the 
agency of Elmer Patman) to contribute $2,500 to the campaign fund 
of Senator Francis Case (South Dakota), which was the subject of an 
independent Senate investigation (S. Res. 205, as extended by S. Res. 
218 and S. Res. 227; Rept. No. 1724, dated April 7, 1956, by Select 
Committee for Contribution Investigation), the functions of the spe- 
cial committee and the scope of its work had much broader compass, 
as pppests from the resolutions heretofore described. 

The chief work of the special committee may be summarized briefly 
thus: 

(a) To investigate attempts, if any, to influence any Member 
of the Senate or executive branch improperly or illegally. 

(6) To examine into the Federal Regulation of Lobbying Act, 
the Federal Corrupt Practices Act, the Hatch Act, and other 
pertinent laws relating to the subjects of influencing legislation 
and campaign finances; and to make recommendations for needed 
changes therein. 

By letter dated March 19, 1956, the committee not only invited but 
urgently requested each Senator to make available to it (a) any 
knowledge or information of any wrongdoing embraced in Senate 
Resolution 219 within the purview of the duties and responsibilities 
of the committee, and (6) any information based on hearsay which 
each Senator believed had substance and the pursuit of which might 
lead to substantiation, and the source of such hearsay. 

Forty-three Senators replied to this solicitation. Only 3 or 4 re- 
ported or suggested any facts or information of the nature requested. 

On January 2, 1957, the committee again wrote to each Senator, 
extending an invitation to appear before the committee to express his 
views and ideas with respect to possible legislation or any other matter 
which might be helpful in carrying out the committee’s objectives. 

No facts or information covering improper or illegal activities to 
influence legislation were reported to the committee by any Senator 
under this invitation. 

On June 13, 1956, on the floor of the Senate, the invitation was 
broadened to include members of the press, columnists, commentators, 
and the public at large to furnish to the committee any facts or infor- 
mation on the subject matter of the committee’s functions and duties, 
and all were urgently requested to lend such assistance to the com- 
mittee. The newspapers carried the substance of the appeal. 

Facts or information furnished to the committee under the invita- 
tions and appeals described, were negligible. 


6 
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One of the striking circumstances in the investigations conducted 
by the committee has been the lack of specific complaints, or specific 
facts or information, concerning attempts to influence any Member of 
the Senate improperly or illegally, except in the instances mentioned 
in this report and only a few others which were without substance. 

With respect to the substantive problems on the subject of in- 
fluencing legislation, the extended inquiry of the special committee 
into numerous methods and techniques employed to influence legis- 
lation ran the gamut from direct contacts with Members of Congress 
by legislative representatives to subtle methods ostensibly having no 
relation whatever to contacts with Members of Congress but designed 
to accomplish the same results indirectly. 

It became apparent early in the special committee’s inquiry that the 
existing Federal Regulation of Lobbying Act (title IIT of the Legis- 
lative Reorganization Act of 1946, 2 U.S. C. 261-270), which has not 
been altered in any way since its enactment, over a decade ago, could 
be materially improved. Viewed realistically, the act has not been 
successful in achieving the disclosure aims which it was intended to 
accomplish. It was found that it was sometimes difficult to determine, 
in applying the statute, whether certain activities were covered by the 
act or excluded from its registration and reporting provisions.. Some 
of the uncertainties were removed by the Suitenis Court decision in 
United States v. Harriss (347 U. S. 612), but important facets, not 
involved in that case, were left unresolved. 

There is, in short, justification for the widespread criticism of the 
act in failing to delineate clearly its coverage in some areas of activity. 
There is plainly a need for legislation improving the statute as well as 
new provisions relative to administration of, and administrative pro- 
cedure under, the act. As to campaign finances, it was found that 
present laws are outmoded or obsolete in certain important respects, 
and unrealistic as to others. These matters are, of course, amplified 
in appropriate sections of this report. 

It is recognized that a mere finding that a law is unworkable or 
archaic accomplishes little. Criticisms unaccompanied by specific 
curative suggestions are not too constructive. Recognizing its respon- 
sibilities, the committee offers specific remedies to cure the evils and 
mischief found to exist, and to accomplish needed reforms, set forth in 
the latter part of this report. 

Suggested legislation to implement the foregoing is also recom- 
mended, likewise set forth in this report. 

The testimony of 146 witnesses presented at public hearings held 
by the committee, is set forth in full in the committee’s printed 
hearings. 














































































































































CHAPTER Ill 


TYPES AND PATTERNS OF ACTIVITIES DESIGNED TO 
INFLUENCE LEGISLATION OR HAVING THE EFFECT 
OF DOING SO 


In dealing with the subject of influencing legislation, it will facili- 
tate a better understanding of the manifold problems raised thereunder 
if various types and patterns of activities are separately classified as 
hereinafter described. 

Group 1.—Direct contacts with Congress to influence legislation by 
a person who has been employed or retained for such PErpce 

Group 2.—Direct contacts with Lanaytes to influence legislation by 
a person employed or retained by a trade association or other member- 
ship group to devote a part or all of his time to legislative matters, 
where such activities form only a part of the association’s work. 
(These are often referred to as multipurpose orgpnisstioh) 

Group 3.—Occasional direct contacts with Congress to influence leg- 
islation by an officer or employee of a business firm or labor union who 
devotes the major portion of his time to the regular business of the firm 
or labor union. 

Group 4.—Direct contacts with Congress to influence legislation by 
any other individual not covered by groups 1, 2, or 3. 

Group 5—Campaigns addressed to the public through newspapers, 
magazines, television and radio containing explicit appeals to the 
public to contact Congress to influence legislation. 

Group 6.—Campaigns addressed to the public through newspapers, 
magazines, television, or radio containing implicit appeals to the pub- 
lic to contact Congress to influence legislation. 

Group 7.—The preparation and distribution of books, pamphlets, or 
data by research groups, which might influence legislation, but without 
any intent to neiaiecs legislative action. 

Also of significance are activities by the executive branch to in- 
fluence legislation, and contacts with the executive branch for such 
purpose. 

With the exception of group 1, there are conflicting views as to 
whether the foregoing activities are subject to the registration and 
reporting provisions of the present Federal Regulation of Lobbying 
Act, as well as differences of opinion as to whether they should be 
made subject to reporting. 

We turn now to a discussion of the activities of numerous groups 
concerning which testimony was taken before the special committee, 
as well as those of various other organizations either investigated or 
interviewed by the staff of the committee. 
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CHAPTER IV 


ACTIVITIES TO INFLUENCE HARRIS-FULBRIGHT BILL 
TO AMEND NATURAL GAS ACT 


The Harris-Fulbright bill to amend the Natural Gas Act (H. R. 
6645, 84th Cong.) was undoubtedly one of the most controversial 
pieces of legislation in recent years. The bill was passed by both 
Houses of Congress but vetoed by President Eisenhower. 

It will be helpful to our discussion to refer briefly to the back- 
ground of the Harris-Fulbright bill. 

On June 7, 1954, the Supreme Court rendered its decision in PAéllips 
v. Wisconsin (347 U. S. 673), by which it held that natural gas pro- 
ducers were subject to regulation by the Federal Power Commission 
under the Natural Gas Act. The decision had a profound effect on 
the oil and gas industry. There was, first, the natural reluctance of 
any industry to be regulated; second, the fear that regulation of gas 
producers might lead to regulation of the oil and other industries. 

The chief object of the Harris-Fulbright bill was to exempt natural 
gas producers from regulation by the Federal Power Commission 
under the Natural Gas Act (15 U.S. C. 717). In vetoing the bill, the 
President stated that he was “in accord with its basic objectives” but 
felt impelled to impose the veto because of certain activities described 
by him thus: 


Since the passage of this bill a body of evidence has accu- 
mulated indicating that private persons, apparently repre- 
senting only a very onal segment of a great and vital] in- 
dustry, have been seeking to further their own interests b 
highly questionable activities. These include efforts that 
deem to be so arrogant and so much in defiance of acceptable 
standards of propriety as to risk creating doubt among the 
American people concerning the integrity of governmental 
processes. 

Legally constituted agencies of Government are now en- 
gaged in investigating this situation. These investigations 
cannot be concluded before the expiration of the 10-day 
pee within which the President must act upon the legis- 
ation under the Constitution. 

I believe I would not be discharging my own duty were 
I to approve this legislation before the activities in question 
have been fully investigated by the Congress and the Depart- 
ment of Justice. To do so under such conditions could well 
create long-term apprehension in the minds of the American 
people. It would be a disservice both to the people and to 
their Congress. Accordingly, I return H. R. 6645 without 
my approval. 
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In view of the President’s statements in his veto message, the com- 
mittee specifically asked the President of the United States, the 
Director of the Bureau of the Budget, and the Attorney General for 
any facts or information in their possession concerning the subjects 
the committee was created to investigate. No evidence was made 
available to the committee by the executive branch of the Government. 

The first inquiry was directed to the Director of the Bureau of the 
Budget. The Director of the Bureau replied that he had no informa- 
tion as to what facts were known to the President prior to the veto 
message, other than what had already been made public through the 
press and radio. Upon receipt of the reply of the Budget Bureau, 
the committee addressed a letter inquiry to the President, asking that 
the body of evidence referred to in the veto message be made available 
to the committee. The Assistant to the President, Sherman Adams, 
replied for the President. Mr. Adams stated that the President had— 


reached his decision on the bill after considering information 
of questionable activities which came to him through many 
channels. All of this information was turned over to the 
Department of Justice * * * any request concerning this 
matter should be made to the Department of Justice. 


Accordingly, a request was directed to the Attorney General. Wil- 
liam P. Rogers, Deputy Attorney General, replied. He stated that 
some information had been made public through the hearings of the 
George committee, and that an indictment had been returned ‘> 
ing violations of law by Neff, Patman, and the Superior Oil Co. He 
therefore felt, he said, that it would be inappropriate to make files 
available prior to the completion of the trial.1_ Subsequent inquiries 
failed to produce additional information. 

On February 6, 1956, 11 days prior to the Presidential veto mes- 
sage, the Senate had passed Senate Resolution 205, creating a select 
committee “to investigate the circumstances involving an alleged im- 
proper attempt through political contributions to influence the vote 
of the junior Senator from South Dakota, Mr. Case, in connection 
Me the Senate’s consideration of the bill, S. 1853, the natural gas 

ill.” 

That committee met February 7, 1956, and selected the President 
pro tempore of the Senate, Mr. George, as chairman, and former 
President pro tempore of the Senate, Mr. Bridges, as secretary. 
That committee’s hearings began before the Presidential veto mes- 
sage, and continued to March 5, 1956.2, The George committee re- 
ported its findings to the Senate April 7, 1956.* 

Following a Federal grand jury investigation in the District of 
Columbia, indictments were returned July 24, 1956, against Superior 
Oil Co., Net’, and Patman. Thereafter, the defendants entered guilty 
pleas. Fines of $10,000 on Superior Oil Co. and $2,500 each on Neff 
and Patman were imposed by the court. 

Commencement of Senate action to investigate lobbying on the 
natural gas bill antedated the Presidential veto. The George com- 
mittee investigation was limited to the Neff-Patman incident, while 


1 The correspondence is set forth in full at pp. 174-176 herein. 

2See hearings relative to S. Res. 205, Select Committee for Contribution Investiga- 
tion, U. S. Senate, 84th Cong., 2d sess., extended by S. Res. 218 and S. Res. 227. 

*S. Rept. 1724, 84th Cong., 2d sess. 
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the resolution creating the special committee to investigate political 
activities, lobbying and campaign contributions covered a wider area 
of inquiry. 

The special committee, therefore, conducted an extensive inquiry 
into activities relating to the Harris-Fulbright bill and the techniques 
employed to influence action on the bill. 


A 


TESTIMONY FROM SUPPORTERS OF HARRIS- 
FULBRIGHT BILL 


Immediately after the Phillips decision, the natural-gas industry 
began to organize a broad national campaign seeking to nullify, by 
congressional action, the Supreme Court decision in the Phillips case. 
Later, when their campaign was underway, a counter effort was 
launched by local public utilities, labor unions, and other groups 
which opposed the oil industry’s effort. 

From the time the Harris-Fulbright bill was first introduced until 
its passage by both Houses of Congress, there was a continuous stream 
of letters to Members of Congress from all over the country either in 
support of or opposition to the bill, as well as numerous personal con- 
tacts with Members of Congress. 

Testimony was elicited at public hearings of our committee from 
the following organizations and groups supporting the Harris- 
Fulbright bill: Natural Gas and Oil Resources Committee, General 
Gas Committee, and Joint Committee of Consumers and Small Pro- 
ducers. 

Major oil companies whose activities in support of the bill were 
the subject of public hearings were: Gulf Oil Corp., Humble Oil & 
Refining Co., Shell Oil Co., Standard Oil Company of California, 
and Standard Oil Company of Indiana. 

Testimony was also received from opponents of the bill (see pp. 
27-30.) 


NATURAL GAS AND OIL RESOURCES COMMITTEE 
(Summary of Testimony) 


The Natural Gas and Oil Resources Committee (hereafter “NGO”) 
was formally organized on October 20, 1954, by a cross section of 
the oil and gasindustry. The officers were: 

Chairman: Leonard F. McCollum (president of Continental 
Oil Co.). 

Vice chairman: Paul Kayser; resigned in June 1955 (president 
of E] Paso Natural Gas Co.). 

Treasurer: J. C. Donnell II (president of Ohio Oil Co.). 

Executive director: Baird H. Markham (retired; formerly with 
American Petroleum Institute). 

The avowed objective of NGO was to formulate and execute a long- 
range public information program, national in scope, to inform the 
public concerning the business of exploring for and producing natural 
gas, the harmful effects of Federal regulation, and the benefits of an 
unregulated industry; also, to counter representations made by or- 
ganized groups which allegedly distorted the role of the industry. 

926983—57——2 
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The testimony of Leonard F. McCollum, chairman of NGO, on 
legislative aspects of the campaign conducted by NGO, was in part 
as follows (124-126) : 


Mr. Fay (chief counsel to the special committee). Would 
you say that it was correct or incorrect to conclude that one 
of the ultimate aims was to influence legislation which would 
exempt gas producers from regulation or control ? 

* * * * * 


Mr. McCottum. You said one of the ultimate aims. Now, 
I can answer your question this way: In the record is a 
statement of the Natural Gas and Oil Resources Com- 
mittee, a statement of purpose, which * * * stated that * * * 
this committee * * * was a long-range information and educa- 
tion committee. 
* * * * * 


Certainly if the public were informed on a subject as we 
understood it * * * one thing ultimately could be fegislation 
of some form or the other. 

* * * a * 


To answer your question, yes; it is conceivable that one 
of the results would be legislation. 

Mr. Fay. That was one of the results desired by the ob- 
jectives and purposes of NGO? 

Mr. McCotium. One of the purposes was to inform the 
public and, if you will read my statement here, out of that 


they would realize the harmful effects of excessive Federal 
regulation, and if the public realized that, we are convinced 
necessary action will take place. 

* cm * * * 


The Cuatrman (Senator McClellan). And one of its pur- 
poses was, in fact, primarily its chief purpose was, to influ- 
ence legislation by informing the public and trying to per- 
suade the public to your point of view; isn’t that correct ? 

Mr. McCotium. One of its purposes. 

The Cuarrman. Was that not its principal purpose? Iam 
not saying that there is anything wrong with it. 

* * * * + 


Mr. McCotium. I would like to answer it was not the 
principal purpose. 

The Cuarrman. What was the principal purpose? 

Mr. McCotium. The principal purpose was to have an edu- 
cated and informed public, so that the public would act, and 
one of the results would be legislation, not only against this 
Federal regulation but also that it would be an informed 
public, that we are under the threat of price controls, and 
they think we are making too much money and we don’t think 
so. We have the problem of conservation, and we don’t have 
an informed public. We know some of us contend and have 
fought for more widespread dissemination of information 
concerning the American petroleum and gas industry. 
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Mr. Cuatrman. Let us see if we understand each other. 
The effect of your testimony is that these other purposes that 
you have just related were worthy objectives that would justi- 
fy the forming of the organization, the committee, even 
panek there had not been a decision such as the Phillips 
case. The other reasons you have given would have justified, 
in your belief, the creation of this character of a committee 
and prompted this character of program, public relations pro- 
gram, and public information program; is that correct? 

- Mr. McCotium. Yes; that is correct, and you will find the 
record on several meetings where I, among others, have con- 
tended we should do this. 

The Cuarrman. Prior to the Phillips decision ? 

Mr. McCotuium. Yes, sir. 

The Cuarrman. But the Phillips decision actually set it in 
motion ? 

Mr. McCouuum. It kicked it off. 

The Cuarrman. And caused it to be created. 

Mr. McCotuium. It hastened its creation; yes, sir. It 
hastened it. 


The operations of NGO were financed by contributions based 
on a formula keyed to production. Contributions aggregating 
$1,950,000 were received from over 1,000 contributors. About 80 per- 
cent of the contributions, amounting to $1,646,500, came from the fol- 
lowing 26 firms in the oil and gas industry: 


Humble Oil & Refining Co 

MOKA OO isk ce hts diaidain dnd enben tbh bindiehicbatendell leheis bib sch Guteds 
Shell Oil Co 

Standard Oil Company of California 
Socony-Vacuum Oil Co 

Standard Oil & Gas Co 

Gulf Oil Corp 

Phillips Petroleum Co 

Continental Oil Co 

Cities Service Petroleum, Inc 
Sinclair Oil Corp 

Sun Oil Co 

Atlantic Refining Co 

Union Oil Company of California 
Ohio Oil Co 


Amerada Petroleum Corp 
Pure Oil Co 

Sunray Oil Corp 

Skelly Oil Co 

Carter Oil Co 


El Paso Natural Gas 00..0s—wimiictebbnndetieinthicdbbdacdibade’ 

Chicago Corp 

Richfield Oil Corp . 
Homelaiy Oll) 00s 60 secs wsinindaliew cinslsa eee oss tT bee 12, 000 


NGO did not register under the Federal Pemenen of Lobbying 

Act, since it was stated that it was engaged solely in conducting an 

information and education program, without aay direct legislative 
e 


contact work. That conclusion was based on the legal opinion of its 
attorneys. 
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At the outset of its work, NGO retained the public relations firm 
of Hill & Knowlton, Inc., to ‘furnish an outline of a complete program 
of operations. 

One of the first steps taken under the guidance of Hill & Knowlton 
was the retention of Opinion Research Corp. to conduct a survey of 
thought leaders (editors, teachers, clergymen, professional people, 
businessmen, and farm leaders) on matters pertaining to the gas 
industry, at a cost of $10,000. Said firm interviewed 561 persons and 
submitted a comprehensive report of its work and findings. 

Under the broad program outlined by Hill & Rnowittin, NGO set 
up 15 regional districts throughout the country, with a regional chair- 
man for each district. A chairman was also selected for each State. 
In addition, chairmen were also chosen for county areas and other local 
levels, personnel for which were furnished by the oil and gas 
companies. 

The campaign to mold public opinion involved all media of com- 
munication, including newspaper and magazine advertisements, radio 
and television programs, film, speeches, and wide dissemination of 
numerous pieces of literature. 

Elaborate kits were prepared by NGO for distribution to its repre- 
sentatives throughout the country, containing, among other things, 
material for newspaper editors, press releases, speeches tailored to 
various types of audiences, interviews, and scripts for radio-television 
broadcasts. 

By September 1, 1955, it was estimated by NGO that it had distrib- 
uted over 5 million pieces of literature; that its representatives had 
delivered thousands of talks and made thousands of contacts with 
editors of daily and weekly newspapers and organizations such as 
chambers of commerce; that about 500 radio broadcasts had been made 
by its representatives; and that extensive exhibition had been made 
avon ithe country of a film distributed by NGO entitled “You, the 

eople.” * 

The manpower which enabled NGO to carry out its extensive pro- 
gram nationally was furnished by various firms in the industry with- 
out charge. The part-time services of approximately 3,000 men were 
thus donated to NGO. Such services were rendered while these men 
were engaged in their regular employment in the industry. 

The expenses of NGO from October 1954 until March 31, 1956 
amounted to $1,753,513.70 (exhibit 10). The sum of $798,304.59 had 
been expended for newspaper and magazine advertising and 
$499,181.77 was spent for printed materials. The remaining sum, 
amounting to something less than $500,000, went to pay for admin- 
istration expenses ($234,732.62), national publicity ($87,032.89), Hill 
& Knowlton, Inc. ($85,160), and lesser items. 


4It may be appropriate at this juncture to refer to an activity of Continental Oil Co. 
(of which Leonard F. McCollum was president) taken independently of NGO. That firm 
worked out and executed a simple plan to distribute literature to BSS, ay people. Accord- 
ing to a house organ of Continental Oil, the plan worked thus (131, 

“The company has prepared a folder comparing gas, chickens, and TV sas as they would 
be priced under scarcity regulations contrasted with open competitive prices. tach of 
450 fieldmen are given 15 copie to give personally to friends, including bankers, druggists, 
and so on. The total is 6.750. 

“One thousand six hundred jobbers and agents get 25 copies each for distribution. 
Total, 40,000. Eight thousand three hundred direct and jobber dealers got 50 folders each ; 
total, "415,000. 

“Finally, 125,000 smaller-sized folders are to be inserted in statements to our 125,000 
credit customers, and more ideas promised to come.’ 

McCollum also testified that Continental Oil itself spent er a half million 
dollars a year to educate the public on the gas and oil business (1382). 
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The greater part of the disbursements were channeled through 
Hill & Knowlton, Inc., which paid for NGO’s advertising, printed 
material and other items, and then was reimbursed by NGO. In 
addition to its fees of $85,160 mentioned earlier, Hill & Knowlton, 
Inc., made charges for staff time under an agreed schedule of rates, 
which are included in the expenses described above. 

The expenses of NGO are set forth in detail at page 114 of the 
hearings of the committee. 

One of the perplexing problems before the committee was whether 
to recommend that activities such as were conducted by NGO should 
be brought within provisions of any legislative activity disclosure 
act. 

The testimony of Hines H. Baker, president of Humble Oil & Re- 
fining Co., one of the Nation’s largest companies in the industry, 
sharpened not only the activities of NGO in relation to another group 
soon to be discussed (General Gas Committee) but also brought out 
relevant tax features. His testimony was, in part (495 et seq.) : 


The Cuamman (Senator McClellan). What other expense 
did your company go to? 

Mr. Baker. We contributed to the budget of the General 
Gas Committee. 

The Cuatrrman. What was your contribution to that? 

Mr. Baker. About $3,500 in that area. 

The Cuatrman. And to the Natural Gas and Oil Resources 
Committee? * * * 

Mr. Baxer. We contributed in 2 years to that committee 
$175,000. 

The Cuamman. Were both of those contributions charged 


as operas expenses of the company in one category or 
2 


another ? 

Mr. Baker. For income tax purposes? 

The CHarrMan. Yes. 

Mr. Baker. The contribution to the Natural Gas and Oil 
Resources Committee was charged, but the other was not. 
The contribution to the General Gas Committee was not so 
charged. 

* * x * * 


The Cuarrman. * * * There has been some issue raised 
here as to whether it is proper or improper to charge it, and 
the law is rather hazy on it at the present time. * * * I think 
it is something that will have to be resolved. 

* * * * * 


The CuatrmMan. What was the distinction or differentia- 
tion between the Natural Gas and Oil Resources Committee 
and the General Gas Committee that you felt a contribution 
to the former was a perfectly deductible expense, whereas 
the one to the General Gas Committee was not? * * * 

Mr. Baxer. The General Gas Committee arose out of the 
effort within the industry to unify all of the various elements 
in the industry on some common objective with reference 
to the enactment of legislation to overcome the effects of the 
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Phillips decision, that is, to free the producer of oil and gas 
from FPC regulation and control. 


* * * * * 


Mr. Baxer. The NGORC had a distinct purpose, and that 
was to present to the American public at the grassroots a 
better understanding of the natural-gas industry. * * * 


The industry generally apparently followed the same course on tax 
phases, namely, to treat contributions to NGO as a regular operating 
expense and thus charged off for income-tax purposes, and to refrain 
from treating contributions to General Gas Committee as an op- 
erating expense, with no tax benefit thereon. 

The following testimonyfof McCollum; on tax phases is pertinent 
(148-150) : 


Senator ANpERsOoN. The Treasury paid 52 percent in the 
beginning of this campaign, the Treasury of the United States 
put in 52 percent of the money right there. I assume that 
you are not exempt from the 52-percent corporate tax? 

Mr. McCotuvum. We are not. 

a * * * + 


Senator ANppRsOoN. Now, this certainly is either the pro- 
motion or defeat of legislation, or it is the exploitation of 
propaganda other than trade advertising. You are not 
advertising Continental Oil products in any way. How 
could you deduct it from gross income? 

Mr. McCo.tuivum. Senator, your assumption is that we are 
lobbying. 

Senator ANpERSON. Oh, no; I am leaving out the lobbying, 
and I am taking your statement at face value, that it is not 
lobbying. But the promotion or defeat of legislation—if you 
don’t come under lobbying, you certainly come under that, 
and if you don’t come under that, you get caught by the 
third category, the exploitation of propaganda other than 
trade advertising. 

* * x * * 

Mr. McCotuvm. I tried to make it crystal clear this 
morning that this was a broad, national, long-range educa- 
tional campaign. 

Senator ANDERSON. But it was not conducted by your 
people as trade advertising * * *. 

+ * * * * 


Senator Anprrson. Now, similarly, money which you 
spent for the promotion or defeat of legislation, and certainly 
some of this was designed to help pass the gas bill, or if not, 
it is the exploitation of propaganda other than trade adver- 
tising, and that is not deductible. 

Mr. McCotivum. I don’t agree to that, Senator. 

Senator ANDERSON. You don’t agree? 

Mr. McCutium. No. 


* * * * * * 


Senator Anprerson. If you treated that as business ex- 
pense and it is not—if it was designed to promote or defeat 
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legislation, or was an exploitation of propaganda other than 
trade advertising, it should not be charged to business 
expense. 

Mr. McCotivum. It wasn’t for that purpose. Here is the 
recited purpose of it. 

Senator ANDERSON. Well, now, are we asked to believe 
that the purpose of this organization was not for the promo- 
tion or defeat of legislation or, failing that, for the exploita- 
tion of propaganda other than trade advertising? 

Mr. McCo.ium. Yes, sir; you are asked to believe that 
and that is what the legal opinion shows we did. 

Senator ANDERSON. You thought this was trade advertis- 
ing that you were putting out here? 

r. McCutium. No; asters educational information 
to acquaint the people with the facts concerning the produc- 
tion of natural gas. 

Senator ANDERSON. Well, it is interesting. 


Promptly after the conclusion of the hearings relating to NGO, the 
i committee directed Mr. Fay, its chief counsel, to take up with 
the Internal Revenue Service the matter of the treatment of contribu- 
tions to NGO for income-tax purposes. 

The special committee has been advised by the Treasury Depart- 
ment of its conclusion that contributions made to Natural Gas and Oil 
Resources Committee do not qualify as allowable deductions for in- 
oer purposes. The letter from the Department thereon was as 
follows: 


TREASURY DEPARTMENT, 
Washington, February 27, 1957. 
Hon. Joun L. MoCrierxian, 

Chairman, Special Committee To Investigate Political Ac- 
tivities, Lobbying, and Campaign Contributions, United 
States Senate, Washington, D. C 
(Attention: Mr. George Morris Fay, chief counsel.) 


My Dear Mr. Cuatrman: In Mr. Fay’s letter to me of June 28, 1956, 
he stated that your committee would appreciate my views on a question 
of the deductibility of contributions made to the Natural Gas and Oil 
Resources Committee. 

In my reply to Mr. Fay I advised him that we would undertake a 
study of the question. 

This is to inform you that we have completed our consideration of 
the matter and have concluded that contributions to the committee do 
not qualify as allowable deductions for Federal income-tax purposes. 

We are advising our field forces of our conclusion so that appro- 
priate attention will be given the matter upon the audit of the returns 
of taxpayers concerned. 

As you will of course understand, the position which the Service 
has taken in this matter is subject to administrative or judicial appeal 
by any of the donor taxpayers involved. 


Very truly yours, 
Russet C. Harrrneton, Commissioner. 
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GENERAL GAS COMMITTEE 


(Summary of Testimony) 


Testimony concerning the activities of the General Gas Committee 
(hereafter “GGC”) was furnished by Maston Nixon, its chairman, 
who was president of Southern Minerals Corp. 

Shortly before May 1, 1956 (while the special committee staff was 
being organized and before the committee. had an opportunity to 
make a eae survey), Nixon had advised the committee that 
he was about to depart for an extended trip abroad and, anticipatin 
that he would be called as a witness, requested leave to appear an 
testify prior to his departure. Such accommodation was granted with 
the understanding that he would be recalled after his return if 
necessary. 

The testimony of Nixon was accordingly taken at the first public 
hearing of the committee held May 1, 1956. His testimony was cloudy 
as to the scope and nature of the activities of GGC. At one point, 
it was stated that the sole purpose of GGC was to secure the enact- 
ment of legislation amending the Natural Gas Act so as to remove 
Federal control over the production and gathering of gas. Else- 
where, it appeared that GGC merely acted as a research group which 
distributed data and literature to members of the oil and gas industry, 
and did nothing more. As a consequence, Nixon was recalled for 
further testimony on October 9, 1956. What follows summarizes 
his testimony at both sessions. 

GGC was formally organized in San Antonio, Tex., on October 
4, 1954, following preliminary discussions running back to the fall of 
1953. The avowed sole purpose of GGC was to secure legislation to 
exempt the production and gathering of gas from Federal control. 
Its formation was wntetetat by the consternation that prevailed in 
the oil and gas industry by virtue of a court decision (the Phillips 
case) which imposed Federal controls over gas producers. 

GGC moved its headquarters from Fort Worth, Tex., to Washing- 
ton, D. C., on January 1, 1955. 

Five committees were chosen by GGC to help carry out its policies 
and objectives, namely, steering committee, committee on cooperation 
of other groups, legal committee, legislative committee, and evidence 
committee. 

The peak membership of GGC was 667 persons and firms. A list 
of members is part of the record (pp. 8-21). 

Operations were financed by voluntary contributions aggregatin 
$118,625 received from 249 contributors, also listed in the recor 
(Pp. 21-23). ; wd ; 

xpenses of GGC consumed its entire income, the major items of 
expenses being $38,290.63 for wages and salaries, $37,118.38 for print- 
ing, and $29,674.51 for rent and office overhead. 

Although GGC felt that its activities were not subject to the pro- 
visions of the Federal Regulation of Lobbying Act, the group never- 
theless registered and reported under the act. 

As Nixon put it, GGC assembled facts, statistics and other data and 
distributed them to the industry in the expectation and hope that 
the material would be used in contacting Members of Congress, but 
made no direct contacts itself with Members of Congress. Nixon 
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alogetly had no direct knowledge himself of such contacts (34-36). 
The principal item of literature distributed by GGC was a report 
by Dr. John Boatwright, an economist loaned to GGC by Standard 
Oil Company of Indiana, tendered by him to the Senate Committee 
on Interstate and Foreign Commerce (exhibit 7). 

The broad compass of the work of GGC was outlined thus at the 
conclusion of Nixon’s testimony (551, 552) : 


Mr. Fay. * * * Mr. Nixon, to summarize. Would it be 
correct to say that included in the activities of the General 
Gas Committee were the following activities executed 
through one or more of the group committees: 

(1) To outline strategy for the industry to follow in sup- 
porting legislation to exempt gas producers from regula- 
tion? Would that be one? 

Mr. Nixon. That would be one; yes, sir. 

Mr. Fay. (2) To provide suggestions to the industry as 
to what steps should be taken to gain votes of Members of 
Congress for such legislation. 

r. Nrxon. If you would put the words individual mem- 
bers of the industry, I would agree with you. To furnish to 
individual members of the industry. And then I agree. 


Outside of several contributions in primaries, the largest being 
$500, Nixon made no campaign contributions in any regular election 
for Congress. 

Early in 1956, after passage of the Harris-Fulbright bill by the 
Senate (subsequently vetoed by the President), GGC closed its doors 
and ceased operations. 

Several leading executives in the oil and gas industry testified 
in substance that GGC was considered by them to be the legislative 
action group in the industry. 


JOINT COMMITTEE OF CONSUMERS AND SMALL PRODUCERS OF NATURAL GAS 


(Summary of Testimony) 


Also organized as a group in favor of the Harris-Fulbright bill 
was the Joint Committee of Consumers and Small Producers of 
Natural Gas (hereinafter “JCCP”), of which Alex M. Clark (former 
mayor of Indianapolis) was chairman. Another group of mayors 
had organized in opposition to the bill. 

Contributions to JCCP from small producers of gas and others 
aggregated about $37,000 (Exhibit 6). 

A number of mayors joined JCCP and supported its views (Ex- 
hibit 7). 

The compensation received by Clark for his services amounted to 

$5,500 plus expenses. Ward, the treasurer, received $4,000 plus ex- 
2enses. 
' The activities of JCCP consisted generally of following the de- 
velopments on the Harris-Fulbright bill, the issuance of press releases, 
the distribution of literature to Members of Congress, general pub- 
licity, and direct contacts by Clark and others with ‘Mandae of 
Congress. The group had the assistance of a public relations firm in 
its work, at a cost of approximately $12,000. 
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For practical purposes, JCCP was a one-man (Clark) operation. 
The activities of major oil and gas companies in pct the 
Harris-Fulbright bill, were also the subject of the public hearings. 


HUMBLE OIL & REFINING OO. 


(Summary of Testimony) 


Humble Oil & Refining Co. (hereafter “Humble”) is a Texas cor- 
poration engaged in the business of exploring for, production, trans- 
portation, refining, and marketing of crude oil and its products. It 
operates from Florida to California along the southern tier of States 
and also does exploration work in Oregon and Washington. Its an- 
nual gross revenues exceed a billion dollars. Standard Oil Company 
of New Jersey owns 87 percent of Humble’s capital stock. 

Revenues from gas sales approximate 3.4 percent of Humble’s gross 
revenues. 

Humble contributed $175,000 to the Natural Gas and Oil Resources 
Committee and $3,855 to General Gas Committee. The NGO con- 
tribution was charged off as an operating expense for income-tax 
purposes; the GGC was not. 

Humble has a budget of about $2,400,000 a year for advertising and 
public relations. Baker said that no views were expressed in advertis- 
ing on the Harris-Fulbright bill. 

gislative matters are in charge of the company’s general counsel. 

Humble was very active in assisting the General Gas Committee in 
its work, apart from its financial contributions. Hines H. Baker, 
president of Humble, served as a member of its steering committee, and 
Herman P. Pressler, a director, served on the legal committee. 

As to Humble’s independent activities with respect to the Harris- 
Fulbright bill, Baker testified that the company “took an active in- 
terest in all educational processes and an active interest in the enact- 
ment of legislation to overcome it” (the Phillips decision) ; that it co- 
operated with other groups; that Baker made numerous speeches be- 
fore different groups, some of which were published in Humble’s house 
organs and distributed to stockholders, employees and others; that 
Baker also was active in contacting different groups to enlist their 
support. 

umble engaged Walter F. Woodul as its legislative representative 
in Washington. Woodul registered and reported under the Lobbying 
Act. Direct contacts were made with different Members of Con- 
gress by Woodul and Baker, principally with the Senators and Con- 
gressmen from Texas. 

Baker made no campaign contribution to any Senator or Congress- 
man during the pendency of the Harris-Fulbright bill and knew of no 
officer of Humble who did so; nor did Woodul make any such con- 
tribution. There was no company policy on campaign contributions 
and no effort was made to control what the officers did in such matters— 
each officer contributed or not as he pleased. 
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SOCONY MOBIL OIL CO., INO. 


(Summary of Testimony) 


Socony Mobil Oil Co., Inc. (hereafter “Socony”) is an oil and gas 
operator in most of the United States. In the Southwest its activities 
are carried on by Magnolia Petroleum Co., a subsidiary, and in the Far 
West through General Petroleum Corp., another subsidiary. Sales of 
natural gas approximate $25 million, constituting between 1 and 2 per- 
cent of gross revenues of a billion and a half dollars. 

A. L. Nickerson, president of Socony, gave this general picture of 
Socony’s approach to Federal legislation (416, 417) : 


Mr. Nickerson. We have been extremely interested in Fed- 
eral legislation. We consider that each one of our directors 
has the obligation of being generally informed of legislation 
that may be under consideration by the Congress in that di- 
rector’s portfolio or area. However, the primary respon- 
sibility for following legislation is in our office of the general 
counsel. Our general counsel is assisted in carrying out these 
responsibilities by two legislative representatives. His office 
will customarily analyze any bill which appears to be of gen- 
eral interest to our company. He will refer that analysis to 
the one or more directors who may be interested, and together 
they will decide whether or not there is any action that our 
company should take with respect to a given bill. If they do 
so decide, that action might take the form only of disseminat- 
ing information to interested people in the company. ' But 


if we have a stronger feeling for or against such legislation, we 
might elect to have those views expressed to a trade associa- 
tion, such as the chamber of commerce, the National Associa- 
tion of Manufacturers, the Foreign Trade Council, or other 
trade associations of that kind. 

If we feel very enw about legislation, as we did in the 


case of the Harris-Fulbright Act, we may take a somewhat 
greater interest in the legislation, and in that case we could 

repare witnesses for appearance before committees, we could 
avalon educational materal which we would make available 
to Congressmen, or we might, as we have in some cases in the 
past, ask our legislative representatives to communicate our 
views to certain Members of the Congress. 


Socony contributed $114,000 to the Natural Gas and Oil Resources 
Committee and loaned 95 of its employees at varying times to assist 
the committee. Such contributions were treated as a Frdaitions expense 
for income tax purposes, as were Socony’s contributions to the Gen- 
eral Gas Committee. 

Two representatives of Socony registered and reported under the 
Lobbying Act. They contacted four Senators on the Harris-Ful- 
bright bill. The views of Socony on legislation were usually expressed 
before congressional committees rather than individual contacts with 
Members of Congress, 
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Representatives of Socony delivered approximately 270 speeches in 
favor of the Harris-Fulbright bill before parent-teacher, Rotary Club, 
and other groups. 

Considerable literature, numbering approximately 1 million pieces, 
stating facts concerning the gas controversy or the views of Socony 
and others, was distributed by Socony to approximately 170,000 stock- 
holders, 45,000 employees, hundreds of thousands of customers and 
credit-card holders, and others. The house organs of Socony also 
dealt with the subject. 

Socony suggested to its employees that it would be useful for them 
to write their views to Members of Congress, but stated that it did not 
exert pressure todoso. As for literature to stockholders, it was sug- 
gested therein on occasion that the information furnished would enable 
them, if they so chose, to communicate their views to their legislative 
representatives. 

Nickerson made no campaign contribution to any Senator while the 
Harris-Fulbright bill was under consideration and knew of no such 
contribution by any company officials or top executives. The com- 
pany had no policy on the subject, and the matter was not discussed at 
any meeting. 


STANDARD OIL COMPANY OF CALIFORNIA 


(Summary of Testimony) 


Standard Oil Company of California (hereafter “Standard-Cali- 
fornia”) operates on the Pacific coast and in seven Western States. 


Through affiliates and subsidiaries, its operations are worldwide in 
exploring for and producing oil, manufacturing the same into prod- 
ucts, and marketing its products. Its gross annual income runs to 
about $1,400 million. Sales of natural gas amount to slightly over 1 
percent of its gross income. 

About 35,000 people are employed by Standard-California. Its 
stockholders, directly and indirectly, number several hundred thou- 
sand. There are between 8,000 and 12,000 dealers and distributors. 

Legislative matters are under the supervision of one of the com- 
pany’s vice presidents, who takes an active interest in all bills which 
affect the industry and cooperates with groups having a similar in- 
terest. The company maintains a Washington office with a staff of 
12 to 15 employees, 1 of whom registered and reported under the 
Lobbying Act. 

The company contributed $119,000 to Natural Gas and Oil Resources 
Committee and intended to treat the contribution as a business expense 
for income-tax purposes. The head of the public relations department 
was loaned to NGO and a number of other employees also assisted the 
committee in its work through speeches and other media. 

T. S. Petersen, president of the company, talked with the Senators 
and Congressmen from California on the Harris-Fulbright bill (462) 
and Woollen H. Walshe, the registered representative in Washington, 
contacted one member of the Senate on the bill. 

The company distributed literature from time to time on the gas 
controversy to its employees, stockholders, customers, and others, in 
which the industry side was given. 
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Petersen made no campaign contribution to SRE ARAN while the 
Harris-Fulbright bill was pending before such body; he did make 
several contributions to his party in 1956, but not while the bill was 
pending. — : : 

These views were expressed by Petersen regarding campaign con- 
tributions (464-466) : 


Mr. Fay. But as the head of an organization and as an in- 
dividual, you, as well as any other citizen, have the right to 
have an opinion and to take action on that opinion with re- 
spect to campaign contributions. Would you state what 
yours is? 

Mr. Perersen. * * * I give as much as I can. Unfortu- 
nately, the taxman comes around and gets hold of me, as well 
as the rest of us, and we can’t give as much as we like, but I 
still give what I think is a rather substantial sum for myself. 
Beyond that, I encourage every officer in our company and the 
people in the higher echelons to assume that same responsibil- 
ity themselves. I don’t think that people who rise to the 
point of vice president of a corporation as large as ours can 
very well sit back and say, “I don’t have any responsibility 
in that regard.” So we do what we can to encourage that 
kind of contributing on the part of the officers of the com- 
pany. 

We have no ability to see what they do. We don’t know 
what they do. We certainly try to see that they do pick up 
that responsibility and carry through with it. 

* ok * * * 


Mr. Perzrsen. * * * I think a little peptalk or prodding 
from the people who are in charge of our corporations to 
people who have grown up in the corporation, who all started 
at a low salary and finally get through to the point where they 
are making a rather substantial amount. It is easy never 
to have acquired the habit of assuming responsibility in that 
regard. I think that is one of our major problems. 

Mr. Fay. Then you feel that you should discuss it as a 
practical business problem at meetings of your executive 
officers as far as your policy is concerned in your company ? 

Mr. Prrersen. We certainly do. 

Mr. Fay. And you have done that before? 

Mr. Perersen. We have done it for years. We do the 
same thing for the Red Cross and the United Crusade when 
they come along. If you don’t take an interest in those things, 
they don’t go anywhere. If you do, they do get somewhere. 
It is no secret. I don’t think anybody in the parties that we 
belong to are in any doubt about the fact that somebody who is 
in an important position is either carrying his load or he is not. 
We don’t want anybody around our shop who isn’t assuming 
some kind of responsibility, although, as I say, you can’t 
force people to do that. 

Mr. Fay. What would be your policy as far as your com- 
pany was concerned relative to issuing a bonus to any of these 
officers who might make contributions? 
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Mr. Perersen. I am afraid that would be a little difficult. 
You mean issuing a bonus in the form of more money ? 

Mr. Fay. Yes. 

Mr. Petersen. I think that would get right back to a viola- 
tion of our law. 

Mr. Fay. I take it that would not be your practice. 

Mr. Perersen. That would be illegal. 


SHELL OIL Co. 


(Summary of Testimony) 


Shell Oil Co. (hereafter “Shell’’) is a Delaware corporation, operat- 
ing in every State in the United States. Through a subsidiary, it also 
operates in Canada. The three principal subsidiaries are Shell Pipe- 
line Corp. (a public-utility company engaged in transporting crude 
oil), Shell Chemical Corp. (manufacturing and selling petrochemi- 
cals), and Shell Development Corp. (a research agency). 

Shell Caribbean Co., a New Jersey corporation, owns 65 percent of 
the capital stock of Shell. The capital stock of Shell Caribbean Co. 
is held by Dutch and English interests, 60 percent by Royal Dutch 

Dutch) and 40 percent by Shell Transport & Trading (English). 
hell has approximately 38,000 employees, 20,000 distributors or 
dealers, and over 18,000 stockholders. 

The annual gross income of Shell runs to about a billion and a half 
dollars. Around $30 million annually, or less than 1 percent of its 
sales, are derived from natural gas. 

Shell has a promotion and advertising budget in excess of $10 mil- 
lion annually, confined strictly to the sale of its products. 

Shell maintains two offices in Washington, neither being engaged in 
legislative activities. It has no representative registered under the 
Lobbying Act, being content to rely on industry associations and 
groups supported by it which do engage in legislative activities. 

The company contributed $138,000 to Natural Gas and Oil Resources 
Committee and $1,355 to the General Gas Committee; both were treated 
as business expenses. 

H. S. M. Burns, president of Shell, was active in the work of 
Natural Gas and Oil Resources Committee. The company loaned sev- 
eral employees to NGO on a full-time basis for several months and 
also loaned a number of employees to the group on a part-time 
basis. W. F. Kenney, vice president and general counsel of Shell, 
was active as a member of one of the committees of the General Gas 
Committee. Neither Burns nor Kenney made any campaign contri- 
bution to any Senator during the pendency of the Harris-Fulbright 
bill 


Shell distributed a number of pieces of literature on the gas con- 
troversy to its dealers, employees, stockholders, and credit-card holders, - 
the last-named group numbering about 250,000. 

Paxton Howard, an attorney employed by the company in its Mid- 
land, Tex., office, was a member of one of the committees of the General 
Gas Committee, and well informed on all aspects of the gas con- 
troversy. He engaged in legislative activities in connection with 
the Harris-Fulbright bill although not registered under the Lobbying 
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Act, and was also active in working to overcome opposition to 
the bill by municipal officials in Alabama. Also active in that State 
were Herman P. Pressler, a director of Humble Oil & Refining Co. 
and Harold Skinner, executive assistant to the president of Conti- 
nental Oil Co. 

Howard also spoke to businessmen in Alabama urging them to con- 
tact their municipal officials as to the industry position on the Harris- 
Fulbright bill with the view of enlisting their support. and. com- 
munication thereon with Members of Congress. 


GULF OIL CORP. 


(Summary of Testimony ) 


Gulf Oil Corp. (hereafter “Gulf”) produces crude oil in practically 
all of the producing areas of the United States, maintains five refin- 
eries, operates crude oil pipelines mostly in the midcontinent area, 
and has product lines in various States. In foreign countries, it 
operates chiefly through subsidiaries. Its,employees number 35,000 
in the United States and 10,000 in foreign countries. It has over 80,- 
000 stockholders and several hundred thousand credit-card customers. 

Gulf has no representative registered under the Lobbying Act. It 
does have a permanent representative in Washington for the purpose 
of handling matters with the Government but he engages in. no legis- 
lative contract work. 

When legislation is introduced in which Gulf has an interest, the 
legal department analyzes it. If sufficiently important, the matter 
is brought to the attention of top executives and, where feasible, co- 
operation is extended to industry groups interested in the same objec- 
tives, including the furnishing of testimony before committees; there 
isno regular pattern of activity. 

Sidney A. Swensrud, chairman of Gulf, when asked for his view 
as to the necessity of registering under the Lobbying Act when he 
contacted a Member of Congress, testified (475) : 


My opinion is that there was absolutely no reason to register 
on that account. I was simply expressing myself as a mem- 
ber of our company on a subject of great interest to us. 


Gulf contributed $111,000 to the Natural Gas and Oil Resources 
Committee and $3,800 to the General Gas Committee. As to the 
income-tax view of Gulf thereon, Swensrud testified (475) : 


The Natural Gas and Oil Resources Committee, we treated 
that as a business deduction for tax purposes, and deducted 
it in our tax return. The other expenditure, being a contri- 
bution to an organization that was registered as a lobbying 
organization, we did not deduct that as a tax deduction. 


The income-tax returns of Gulf were filed after some public hearin 
were held by the special committee. Gulf took the view apparently 
that contributions to the General Gas Committee at least should not 
be deducted as a business expense. 

A number of employees of Gulf were loaned to Natural Gas and Oil 
Resources Committee on a part-time basis at regional and State levels. 
Swensrud conceived NGO as a group to do a_ public-relations 
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job and General Gas Committee to help in guiding activities to attain 
egislative results. 

Archie D. Gray, general counsel of Gulf, assisted members of 
the General Gas Committee in their work in Pennsylvania on the 
Harris-Fulbright bill, particularly to try to enlist support of munici- 

al leagues in favor of the industry position. Gray also called on 

istrict managers of Gulf in that State for assistance. 

There was no company policy regarding campaign contributions, 
and the subject was not discussed at any company meetings. 

Neither Swensrud nor Gray made any campaign contribution to any 
Senator while the Harris-Fulbright bill was pending; nor did they 
know of anyone associated with the company or interested in the 
legislation who did so or promised any contribution. 


STANDARD OIL CO. (INDIANA) 


(Summary of Testimony ) 


Standard Oil Co. (Indiana) (hereafter “Standard-Indiana”) op- 
erates in 15 Middle Western States in the manufacture and sale of 
petroleum products. The company has about 50,000 employees and 
agents and around 140,000 stockholders. Its principal producing 
unit is Stanolind Oil & Gas Co. Its chief subsidiary on the east coast 
is American Oil Co. Another subsidiary called Utah Oil Refining Co. 
operates in the Rocky Mountains, and in the South (excluding Texas) 
its unit is called Pan-American Southern Corp. The company also 
maintains lesser subsidiaries. 

Sales of natural gas amounted to $42,669,000 in 1955 and represented 
about 2.4 percent of the gross revenues of Standard-Indiana. 

Frank O. Prior, president of Standard-Indiana, testified that it was 
company policy to try to persuade all department heads and plant 
managers “to take a real interest in what is going on and the issue 
behind ‘ety type of legislation that might indirectly or directly affect 
our business”. 

Prior made campaign contributions to organizations but made no 
contribution to any Senator during the pendency of the Harris-Ful- 
bright bill, and knew of no such contribution or promise therefor 
made by anyone associated with the company. The subject of cam- 
paign contributions was not discussed between Prior and his asso- 
ciates. 

The company contributed $100,000 to Natural Gas and Oil Re- 
sources Committee and $3,800 to the General Gas Committee, and 
treated both as ordinary business expenses. 

Two representatives of Standard-Indiana, operating out of the 
company’s Washington office, registered under the Lobbying Act. 
Their primary duties were to assemble information concerning legis- 
lation and transmit it to the company, and on occasion, to contact 
Members of Congress about bills in which the company was interested. 

The views of Prior concerning legislative contacts were summarized 
thus (395) : 


Senators and Members of the House of Representatives 
cannot legislate properly ina vacuum. The more they inform 
themselves of a particular question, the more sound is their 
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final action likely to be, and the most efficient way to become 
informed is to listen to all divergent views. Only in this way 
can they fulfill their duty to ere the people. That is a 
difficult job, at best. I hope that no statute is ever passed 
which will make it even more difficult, by discouraging or 
impeding the free flow of information and ideas between the 
people and their elected representatives. 


The personal activities of Prior in supporting the Harris-Fulbright 
bill consisted of making speeches, talking to business friends and 
acquaintances and urging them to communicate their views to Mem- 
bers of Congress, speaking to several Senators about the bill, and gen- ad 
erally being active in trying to enlist similar support. in] 

The activities of Standard-Indiana in the gas controversy consisted 
of educating its employees through discussion groups, pamphlets, let- 
ters and house organs; sending literature to stockholders, dealers, and 
some 350,000 credit-card holders; submitting data to newspaper edi- 
tors and radio and television personnel; encouraging executives to 
make speeches ; pening its public relations personnel become active in 
building up support; loaning a number of its employees to assist in the 
work of the Natural Oil and Gas Resources Committee and General 
Gas Committee; and assisting the industry position in other ways. 

Standard-Indiana was admittedly responsible for a campaign which 
resulted in spurious telegrams sent from Minnesota to Senator Edward 
J. Thye (Minnesota), separately discussed at pages 57 and 58. 


B. 


TESTIMONY FROM OPPONENTS OF HARRIS- 
FULBRIGHT BILL 


Testimony was received at public hearings held by the com- 
mittee from 3 organized groups which opposed the Harris-Fulbright 
bill, namely, the Council for Local Gas Coannrbaten the National In- 
stitute of Municipal Law Officers, and the United Automobile, Air- 
craft, and Agricultural Workers Union. 





COUNCIL OF LOCAL GAS COMPANIES 


(Summary of Testimony ) 






One of the well-organized groups in opposition to the bill in the 
Senate was the Council of Local Gas Companies (hereafter “council”), 
of which John E. Heyke, president of Brooklyn Union Gas Co., 
was chairman. 

The Harris bill had passed the House of Representatives on July 28, 
1955, and the council was organized in October of that year. The 
council was described by Heyke as “an industrywide committee of 
gas-distribution companies which joined together for the sole purpose 
of defeating this bill in the Senate.” 

Headquarters of the council were established in Washington, D. C., 
in November 1955, manned by a small staff and implemented by volun- 
teer personnel furnished from time to time by member companies. 
The principal members of the staff were W. E. Himsworth. 
9269357 —8 
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treasurer, whose services were donated by Brooklyn Union Gas 
Co., and C. H. Frazier, secretary, whose services were donated by 
United Gas Improvement Co. 

The policy of loaning personnel who were continued on the payrolls 
of the donating companies, present to a much larger degree in the case 
of Natural Gas and Oil Resources Committee heretofore discussed, 
raises several interesting questions taxwise as well as in the field of 
influencing legislation. 

The original concept of the council was to act as a coordinating 
agency, with actual legislative representations to be made by member 
companies themselves. This policy was soon revised, however, and the 
council also assumed the task of making direct representations to Mem- 
bers of the Senate on the Harris-Fulbright bill. 

Operations of the council were financed through contributions from 
about 80 gas distributing companies, which were solicited on the basis 
of $50 for each million dollars of revenue for 1954. Total receipts 
amounted to $37,567.43. A list of the contributors and amounts is part 
of the record (216). 

Expenses of the council amounted to $27,699.36 broken down as 
follows; Public relations services, $6,688; professional services, 
$4,469; printed matter, $5,457; office overhead, $3,393: telephone and 


telegraph, $1,615; traveling and miscellaneous, $6,085. 

The council, as well as Himsworth and Frazier, registered and re- 
ported under the Lobbying Act. 

On the phase of direct legislative contacts in opposition to the Har- 
ris-Fulbright bill, the council endeavored to persuade as many mem- 
bers as possible to come to Washington and call on various Senators. 


These contacts were implemented and supplemented by the council’s 
direct contacts with about half of the Senators, 

Drafts of proposed amendments to the bill were tendered to mem- 
bers of the Senate on behalf of the council, but were not adopted. 

Heyke also visited Presidential Assistant Sherman Adams, seek- 
ing disavowal of a report that the Harris-Fulbright bill was sup- 
ported by the administration. Assistant Adams was noncommital. 

In other channels, the council sent out suggestions to its members 
concerning strategy and approaches to be followed and also forms of 
leaflets that might be enclosed in monthly bills to customers; for- 
warded form letters to members and others which might be used in con- 
tacting Members of the Senate; and distributed large quantities of 
literature and data in support of its cause. 

Some of the member companies enclosed “stuffers” in sending out 
monthly bills to customers. 

Heyke made contacts with various organizations and sought to en- 
list support in opposing the Harris-Fulbright bill. 

After the bill was passed by the Senate, the council addressed a 
letter tothe President urging a veto. 

According to Heyke, his firm (Brooklyn Union Gas Co.) did not 
intend to seek any tax benefit on its contribution to the council ($2,621) 
and would therefore not treat the same as an operating expense. 

Heyke made a small contribution to a local party of which he was 
a member during the pendency of the Harris-Fulbright bill, but made 
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no campaign contribution to any Member of Congress during that 
period. 

The council ended its work in mid-February 1956, having been in 
operation only a few months (but at the height of the controversy 
in the Senate) and thereafter remained on a standby basis. 


NATIONAL INSTITUTE OF MUNICIPAL LAW OFFICERS 
(Summary of Testimony ) 


The National Institute of Municipal Law Officers (hereafter “Nim- 
lo”), which opposed the Harris-Fulbright bill, is a nonprofit organ- 
ization of 985 municipal corporations located in each of the 48 States, 
the District of Columbia, and in the Territories of Hawaii, Alaska, 
and Puerto Rico. The municipalities are represented in Nimlo by 
their chief legal officers. Nimlo is supported entirely by contribu- 
tions of its member cities. 

Nimlo is primarily a research organization, compiling legal infor- 
mation and distributing the same to its members, in connection with 
which it publishes each month a Municipal Law Journal, a digest 
of municipal law court decisions, and a Municipal Ordinance Re- 
view. It has also published 144 legal research reports. 

At the annual conference held in San Francisco, Calif. in Septem- 
ber 1954, a resolution was presented, discussed and adopted opposing 
any Federal legislation “which would weaken or impair the jurisdic- 


tion and functioning of the Federal Power Commission under the 
Natural Gas Act as now written * * *”. 

James H. Lee, assistant corporation counsel of Detroit, Mich., 

1 to 


sented Nimlo’s views in opposition to the Harris-Fulbright bi 

the Senate and House Committees on Interstate and Foreign Com- 
merce. Lee had served the city of Detroit for many years in utilit 
matters and was highly experienced and well informed in that field. 
In 1946, he initiated the proceedings which eventually resulted in 
the Phillips decision bringing gas producers within the ambit of Fed- 
eral regulation. lLee’s expenses were paid by the city of Detroit and 
not by Nimlo. 

Lee had talks with the Senators and most of the Congressmen from 
Michigan on the Harris-Fulbright bill, stating that the same was in 
his capacity as an official of Detroit rather than as a member of Nimlo; 
and presumably other city officials throughout the country did like- 
wise. 

The importance of the exercise of the right of petition was sum- 
marized by Lee as follows (245) : 


From my own experience in the Michigan State Senate 
nearly forty-odd years ago, from my own experience in 
behalf of the city for many years, I do not honestly see 
how any legislative body—Congress, State, or city legis- 
lative body—could function intelligently without the aid 
and assistance of petitioners who have detailed knowl- 
edge of the situation and come to give that. knowledge 
either for or against the proposed situation for the benefit 
of those who constitute the lawmaking body. 


1 SA aie a tt AE Se at ral 
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UNITED AUTOMOBILE, AIRCRAFT, AND AGRICULTURAL WORKERS UNION 


(Summary of Testimony ) 


Another organized group which opposed the Harris-Fulbright bill 
was the United Automobile, Aircraft, and Agricultural Workers 
Union (hereafter “UAW”). 

At a convention held in Cleveland, Ohio, April 1, 1955, a resolution 
was adopted declaring it to be the sense of UAW to defeat any 
attempts in Congress to strip the Federal Power Commission of 
authority to regulate gas production. Pursuant thereto the inter- 
national executive board of the union, meeting in Detroit on January 
11, 1956, adopted a resolution regarding the 1956 legislative program 
which, among other things, called for opposition to the Harris- 
Fulbright bill. 

According to Walter P. Reuther, its president, the activities of the 
UAW in its efforts to defeat passage of the Harris-Fulbright bill 
consisted principally of radio spot announcements over 26 stations 
publicizing radio speeches of 4 Senators against the bill; the dis- 
tribution of literature against the bill to various organizations out- 
side of labor; the insertion of full-page advertisements in opposition 
to the bill in 27 newspapers; articles in the union’s publications 
sent to union members; mailing periodic reports to local union leaders 
as well as to the leaders of the international union; cooperation with 
other labor groups; providing witnesses to testify against the bill be- 
fore the Senate and House Committees on Interstate and Foreign 
Commerce. 

The cost of the newspaper advertising above mentioned was $32,- 
858.35 and the cost of the radio spot announcements was $5,320.02. 
The cash cost of UAW’s campaign was $38,762.43. Of this sum 
$33,703.43 was charged to the citizenship fund, and $5,059 to general 
and administrative expense. The citizenship fund, which comes from 
union dues, is spent in large measure on educational and registration 
projects, such as trying to get people to register and vote. In addi- 
tion, 50 employees of the union devoted part-time services in opposing 
the bill. 

Two of the union representatives registered under the Lobbying 
Act. 

No campaign contribution was made by the organization to any 
ann of the Senate during the pendency of the Harris-Fulbright 

ill. 
C 


HOWARD B. KECK AND SUPERIOR OIL COMPANY OF CALIFORNIA 


The committee conducted an investigation of the activities of Su- 
perior Oil Co. and Howard B. Keck, its president, including a study 
of their accounting records, for the purpose of determining— 


(a) the extent of activities by them or their agents in con- 
nection with the Harris-Fulbright bill other than those con- 
sidered by the George committee, and 

(6) whether Superior Oil Co. (a corporation) reimbursed 
Keck for any campaign contribution made by Keck or anyone in 
his behalf in a Federal election. 
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No activities concerning the Harris-Fulbright bill were disclosed 
which were not revealed before the George committee, nor did it 
appear that Superior Oil Co. had reimbursed Keck for any campaign 
contribution made by Keck or anyone in his behalf in connection with 
any Federal election. 

As has been previously noted, Superior Oil Co., John Neff and El- 
mer Patman were indicted, convicted and fined for violations of the 
Lobbying Act (p. 10). 

GUY NUNN 


(Summary of Testimony) 


Guy Nunn is director of the radio department of UAW and con- 
ducts a nightly radio program called Labor Views the News for the 
union. 

On February 3, 1956, in making reference to the Harris-Fulbright 
bill, he broadcast the following (299) : 


The Case revelation, which is surprising only in that it 
comes so late; it has been known for months that the gas and 
oil lobby has been buying Senators by the bushel. 


When questioned about this accusation, Nunn stated that he had 
made it in heat and that he had not intended to convey the meaning 
that Senators were being bribed. He testified that he had no evidence 
of any ww bet ie on the part of any Senator and that his statement 
was not supported by any facts to his knowledge. 

Nunn refused to apologize for his unfounded accusation, however. 
The following comment by the committee chairman (Senator McClel- 
lan) is pertinent (306). 

Every Member of the United States Senate was reflected 
upon in that statement. * * * It was a reflection upon our 
democratic processes today * * *. I don’t care about an apol- 
ogy as far as I am concerned personally, but when one maligns 
the whole United States Senate without any fact to back it up, 

I think that reporter owes an apolegy to his listeners and to 
the Senate. But whether you give it or not is immaterial 
with me. 


Expenses of the radio department of UAW are charged to the 
union’s general fund, which is derived from membership dues. 


INVESTIGATION OF CHARGE “YOUNG SELLS OUT AGAIN” 


(Summary of Testimony) 


The Leader, a semimonthly ar ne in Bismarck, 
li 


N. Dak., carried the following headline in its issue o 
“Young Sells Out Again.” 

The headline had reference to the vote of Senator Milton R. Young 
in favor of the Harris-Fulbright bill to exempt gas producers from 
regulation under the Natural Gas Act. 

The body of the article made these characterizations concerning the 
Harris-Fulbright bill: That it was a “gas gouge bill”; that it was a 
“gas racketeering measure”; and that it was supported by the 
“wealthy, influence-buying oil and gas lobby.” It also dulnied that 


February 9, 1956: 
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“the reporters know the real graft is to be found among the stooges of 
the oil and gas lobby.” 

The headline and article practically, if not literally, charged Sen- 
ator Young with misconduct in his vote on the bill. 

Senator Young testified at the hearing and pointed out, among other 
things, how his vote on the bill represented his conscientious convic- 
tions and that he had voted the same way on a similar bill (Kerr bill) 
some years before. 

Kenneth W. Simons, contributing editor of the Leader, and Robert 
C. Nathan, a director of the publishing company, also testified at the 
hearing. Referring to the headline “Young Sells Out Again,” Chair- 
man McCiellan inquired, and Simons responded (73, 74, 92) : 


The Cuarmman. * * * What interpretation do you place 
upon that headline? 
Mr. Smowons. * * * We have never accused Senator Young 
of accepting a bribe from anyone. 
» a x * * 


The CHamrman. You have never wished to convey that 
impression to the readers of your paper? 
r. Snrons. That is correct. 
* * * * + 


The Caarrmman. * * * As we conclude your testimony, do 
you now charge that Senator Young was unduly or improp- 
erly influenced or illegally influenced in his vote on the gas 

ill? 

Mr. Srwons. I do not, sir. 

The Cuarrman. Do youmake any charge that he was in any 
way corrupted or unduly or improperly influenced in connec- 
tion with his activities and vote on the gas bill? 

Mr. Srmons. I make no such charge whatsoever. 


Some 3 weeks after publication of the headline and article men- 
tioned, the Leader stated (March 3, 1956) that the meaning intended 
to be conveyed thereby was that Senator Young had not voted in.the 
best interests of the people on many occasions. 

Illustrations of irresponsible reporting are found in these excerpts 
from Simons’ testimony (75 et seq.) : 


Let me explain what happened there. Originally, the 
Leader has a reputation of being a hell-raising newspaper 
for 40 years. The original headline on it read “Young for 
Oil Trust,” and I decided that it didn’t have punch enough, 
and I rewrote the head into “Young Sells Out Again.” 
Frankly, I can assure you at the time that the full impact of 
the tieup, I wasn’t even looking at that drophead on it when 
I wrote that banner. * * * 

It was late in the afternoon, I was in a hurry, and I decided 
that the headline “Young for Oil Trust” didn’t have enough 
punch to it, and so I rewrote it in “Young Sells Out Again.” 

* * * . * 


The Cuamrman. What was the purpose? 
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Mr. Stmons. Our purpose was frankly to politically em- 
barrass Senator Young. 
The Cuamman. To politically embarrass him ? 
Mr. Sruons. That is correct. 
* * * * * 


The Cuarrman. Was that your type of journalism ? 
Mr. Stmons. I would say that, generally speaking, the 
Leader tries to keep its copy fairly punchy; yes. 


From the testimony presented to the special committee, it is clear 
that there was no basis whatever for the charge that Senator Young’s 
vote in favor of the Harris-Fulbright bill was illegally or improperly 
influenced by anyone. The real vice disclosed by the hearing was 
the callousness with which the Leader indulged in character assassi- 
nation. 

D 


OTHER GROUPS 


The investigation conducted by the special committee of activities 
concerning the Harris-Fulbright bill also included interviews with 
and inquiries about numerous other groups, as well as a check into 
records where deemed essential. Included in this category were the 
following: 


American Petroleum Institute 

American Petroleum Institute Industries Committee 
Cities Service Co. 

Committee for Pipe Line Companies 

Edward L. Falcke & Co. 

Independent Natural Gas Association of America 
Independent Petroleum Association of America 
Mayors’ Committee on Natural Gas 
Mid-Continent Oil & Gas Association 

National Petroleum Association 

Phillips Petroleum Co. 

Shoreline Oil Co. 

Signal Oil & Gas Co. 

Sinclair Refining Co. 

The Texas Co. 

Western Oil & Gas Association 





CHAPTER V 


ACTIVITIES TO INFLUENCE FEDERAL-AID HIGHWAY 
ACT OF 1956 


The Federal-Aid Highway Act of 1956, passed by the 84th Con- 
gress, was the subject of considerable interest by certain groups on 
several phases. Practically no opposition was voiced to a road- 
building program as such; the principal issue was the method and 
means of financing it. As enacted, the act raised taxes on gaso- 
line and certain other fuels by 1 cent a gallon and imposed new taxes 
on trucks and heavy vehicles. The financing provisions of the bill 
are contained in title II, known as the Highway Revenue Act of 1956. 

The chief activity to influence the legislation was centered around 
the tax provisions. There was also activity by utility interests on the 
phase of reimbursement for relocating utilities under the program, 
as well as activity related to wage rates. 

The three most active groups on tax phases were American Trucking 
Associations, Inc., Association of American Railroads, and American 
Automobile Association. 


AMERICAN TRUCKING ASSOCIATIONS, INC, 


(Summary of Testimony) 


The American Trucking Associations, Inc. (hereafter “associa- 
tion”), opposed tax proposals which would impose a greater tax burden 
on trucks than on passenger vehicles. 

The membership of the association consists of State associations 
in the trucking industry and also so-called conferences, with a total 
membership of around 60 organizations. Each State association had 
a membership of truckers engaged in all fields of transportation, 
whereas each conference had members who were engaged in a particular 
phase of transportation activity. The total individual re 
of the State associations and conferences is in excess of 30,000. Eac 
State association and conference is autonomous. 

Representatives of the association who registered under the or 
ing Act made numerous contacts with Members of Congress on hig 
way legislation, personally and by letter, and one or more of them also 
testified concerning the association’s views before the committees of 
the Senate and House which considered the legislation. 

The association had a yearly budget of around $3 million and 
reportedly spent about $80,000 in the last year for legislative activities. 

The principal publication of the association is Transport Topics, 
published weekly and distributed to about 20,000 paid subscribers. 

The independent activities of the association’s thousands of members 
on legislation are, of course, not included in this discussion. 

The association makes no campaign contributions. 


34 
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ASSOCIATION OF AMERICAN RAILROADS 


(Summary of Testimony) 


The Association of American Railroads is an unincorporated group 
of the principal railroads in the United States, Canada, and Mexico. 
Its work embraces all phases of railroad operations, running the 
gamut from the important subject of interchange of freight cars 
among the various railroads to public relations and legislative activ- 
ities. 

The association’s budget for 1956 was over $9 million, of which 
about $1,700,000 was devoted to advertising and public relations. The 
bulk of the advertising is institutional. 

The law department, which is budgeted for about $700,000, has 
a section devoted to legislative matters. One of the important func- 
tions of the section is to present qualified witnesses before congres- 
sional committees on legislation of interest to railroads. Several repre- 
sentatives of the association have registered and reported under the 
Lobbying Act. 

Competition between railroads and truckers is traditional, and the 
views of the railroads were naturally opposed to those of the truckers. 
One of the representatives of the association, registered under the 
Lobbying Act, contacted several Senators and about 100 Congressmen 
on the highway bill, and was the principal conduit of the association, 
= several other representatives also making contacts on a lesser 
scale. 

In 1955, the association purchased tickets for a political dinner on 
2 occasions, at a total cost of $1,400, one being in honor of a Demo- 


cratic Congressman and the other in honor of a Republican Con- 
ressman. These were the only times such contributions were made 
y the association. No pressure was exerted on the association to 
make them. 


AMERICAN AUTOMOBILE ASSOCIATION 
(Summary of Testimony) 


The American Automobile Association, a federation of automobile 
clubs throughout the country and in Canada, acts as a clearinghouse 
sg members. As to legislative matters, it represents the member 
clubs, 

The farflung activities of the association require an annual budget 
of over $12 million, receiving income not only from dues but also sub- 
stantial revenues from the wide sale of publications and advertising. 
Legislative activities constitute a minor part of the association’s ex- 
penses. Several representatives of the association have registered and 
reported under the Lobbying Act. 

Representing the interests of automobile owners, the association 
was inclined to the view that the tax burden on truckers in connection 
with highway legislation should be relatively heavier than on owners 
of passenger cars. 

In connection with the highway bill, the association’s representa- 
tives (registered under the Lobbying Act) contacted Members of 
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Congress; the views of the association were also presented to con- 
gressional committees considering highway legislation, as well as to 
the White House. 


The association makes no campaign contributions and buys no 
tickets to political dinners. 





CHAPTER VI 
ACTIVITIES TO INFLUENCE SUGAR BILL OF 1956 


Another highly controversial legislative issue during the 84th 
Congress with interesting sidelights on legislative activities arose 
out of proposed amendments to the Sugar Act of 1948, culminating 
in the sugar bill of 1956 (H. R. 7080). The bill extended the Sugar 
Act 4 years (to December 31, 1960) and altered foreign and domestic 
sugar quotas. 

Efforts to influence legislation with respect to the sugar bill of 1956 
embraced a wide area, involving activities not only of domestic but 
aes interests, as well as activity on the part of the executive 
branch, 

The Secretary of Agriculture was required, under the Sugar Act 
of 1948, to prepare an estimate of sugar tonnage required to meet 
consumption needs in the continental United States for each year. 
Such tonnage figure was the base used in allocating sugar quotas 
under the act. Under the 1948 act, domestic suppliers of sugar had 
a fixed quota (as did the Philippines), beyond which all further needs 
were to be filled by Cuba to the extent of 96 percent, with the remain- 
ing 4 percent to be furnished by other foreign countries. 

The principal change in quotas effected by the 1956 amendments 
was a reduction in Cuba’s share and an increase in the allocation to 
domestic suppliers. Under the 1956 act, domestic suppliers, which 
were formerly tied to a fixed quota which could not be increased, were 
allowed to participate in sugar requirements beyond 8,350,000 tons to 
the extent of 55 percent of said added requirements. The remaining 45 
percent of requirements beyond 8,350,000 tons went to foreign coun- 
tries in the ratio of 29.59 percent to Cuba and 15.41 percent to others. 


A 


EXECUTIVE BRANCH 
(Summary of Testimony) 


Being responsible under the Sugar Act for an important task in 
connection with the marketing of sugar in this country, the Secre- 
tary of Agriculture was in close touch with the industry at all times. 
In view of the interest of foreign countries which exported sugar, the 
Department of State was contacted from time to time by foreign in- 
terests in support of their pleas on quotas. 

The Department of Agriculture acted as a clearinghouse for all seg- 
ments of the sugar industry and divisions of the executive branch on 
expressions and exchange of views on matters relating to sugar legis- 
lation and the administration of sugar quotas, according to Lawrence 
Myers, Director of the Sugar Division. As to foreign quotas, the 
Department of Agriculture accepted the recommendations of the 
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State Department, whose recommendations generally followed a his- 
toric pattern. 

Domestic sugar interests were invited by Agriculture from time to 
time to present a breakdown of proposed allocations to domestic sugar 
suppliers (including Hawaii, Puerto Rico, and the Virgin Islands). 
Out of these suggestions, a formula evolved which was incorporated 
in the sugar bill. 

There was continuous flow of traffic through Agriculture on the pros 
and cons of sugar allocations by practically all segments interested in 
the subject, and considerable contact by the Department with Mem- 
bers of Congress on proposed legislation. 

Testimony furnished by Henry F. Holland, formerly Assistant Sec- 
retary of State for Inter-American Affairs, was to the effect that since 
Sugar was an important commodity in Latin-American countries (for 
export to the United States), it was the function of the State Depart- 
ment to express its views to Congress on sugar legislation; that 
ambassadors and other representatives of Latin-American countries 
and foreign-sugar interests communicated their views to the Depart- 
ment; that there were conferences concerning sugar legislation be- 
tween various divisions of the executive branch for the purpose of 
agreement on administration policy; and that he contacted a number 
of Members of both Houses on the subject as well as testifying thereon 
before the Senate Finance Committee. 

Neither Myers for the Department of Agriculture nor Holland for 
the Department of State knew of any misconduct or improprieties in 
connection with sugar legislation. 


B 


CUBAN SUPPLIERS 
(Summary of Testimony) 


Testimony concerning the activities of Cuban sugar interests 
was given by Laurence A. Crosby and George W. Ball. Crosby was 
chairman of the United States Cuban Sugar Council (hereafter “coun- 
cil”), a group of 13 companies producing about 40 percent of the 
Cuban sugar output, a majority of whose stock was owned by Amer- 
ican investors. Ball was a partner in the law firm of Cleary, Gottlieb, 
Friendly & Ball, a firm representing Cuban sugar-mill owners and 
cane growers other than members of the council. 

Having determined that American exporters to Cuba had a stake 
in the economic welfare of Cuba and would therefore be logical sources 
of support for the Cuban sugar position, Ball’s law firm made an elab- 
orate study of the sources of American goods sold in Cuba, with the 
assistance of International Business Machines, from which a tre- 
mendous list was compiled, with information and statistics pertinent 
to each State. Ball’s firm furnished a copy of the list to the council. 
The council and the firm cooperated in support of the Cuban posi- 
tion. 

Representatives of the council made numerous contacts with Mem- 
bers of Congress on sugar legislation, personally and by letter, as well 
as with the Department of Agriculture and State Department. 

A strenuous campaign was waged by the council to enlist the sup- 
port of American exporters to Cuba. Something like 40,000 letters 
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alone were sent to American firms in which, among other things, pleas 
were made to contact Members of Congress in favor of the Cuban 
cause. 

Operations of the council were financed by contributions of mem- 
bers based on production. In 1954, the council spent $118,560.80; 
in 1955, $191,073.82; in 1956 (to November 30), $154,000. 

Ball’s law firm employed 23 representatives registered under the 
Lobbying Act. 

Contacts were made by these representatives with Members of Con- 
gress, the Department of Agriculture and State Department. A com- 

rehensive brief on the Cuban position was prepared, with the col- 
aboration of the council’s representatives, and submitted to State 
and Agriculture. 

On local levels, the 23 representatives mentioned above sent litera- 
ture to business firms in their territory, as well as to trade associations, 
trade journals, newspapers, and public officials, supplemented by per- 
sonal contacts in numerous instances. Requests were invariably made 
that the recipients of the literature and calls should contact Mem- 
bers of Congress in support of the Cuban position. 

The expenses incurred by the Cuban clients of Ball’s law firm in 
connection with the campaign in question amounted to approximately 
$270,000, which included legal fees to the firm. 

Crosby made no campaign contributions during the pendency of the 
sugar bill. He was a contributor to the Democratic Party. His 
predecessor in the Council was a contributor to the Republican Party. 


C 
DOMESTIC SUPPLIERS 
(Summary of Testimony) 


The principal groups in support of the position of American 
suppliers of sugar were United States Beet Sugar Association, the 
American Sugar Beet Industry Policy Committee, and the American 
Sugar Cane League. The first two groups represented the sugar beet 
industry in this country, while the last-named spoke for the sugar- 
cane branch of the industry. 

The United States Beet Sugar Association (hereafter “association” ) 
is a group of 16 processors of sugar. Testimony as to its activities 
was furnished by Robert H. Shields, president and general counsel. 
The work of the American Sugar Beet Industry Policy Committee 
(hereafter “policy committee”), was described by Frank A. Kemp, 
chairman of the executive committee and legislative committee. 
The policy committee is an organization of processors and growers. 
All of the members of the association are also members of the policy 
committee. The American Sugar Cane League (hereafter “league”) 
was represented at the public hearings by Gilbert J. Durbin, its vice 
president and general manager, and Josiah Ferris, another vice presi- 
dent and its Washington representative. The league has a member- 
~ of over 7,000 sugarcane growers and also 49 sugarcane mills. 

ugar beet and sugarcane is grown in something like 22 States. 


There was naturally an awareness by Members of Congress from 
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those States as to the sentiments of their constituents in support of 
quotas sought by the domestic suppliers. 

These groups distributed literature widely in support of their poe 
tion; made contacts with the Department of Agriculture and State 
Department ; and continually contacted Members of Congress on sugar 
legislation. Several of their representatives testified before Senate 
and House committees studying sugar legislation. 

Expenditures by the association amounted to $133,840.91, of which 
only a minor share was attributed to legislative activities; approxi- 
mately $7,200 was allocated to legislative activities in 1956. 

Included in the category of domestic suppliers were Puerto Rico, 
Hawaii, and the Virgin Islands, which cooperated with the continental 
suppliers in endeavoring to obtain greater allotments on sugar quotas 
which would result from any reduction in Cuba’s share under the 
1948 act. Dudley Smith, vice president of the Association of Sugar 
Producers of Puerto Rico, testified on this score. Representatives 
of these sugar groups registered and reported under the Lobbying Act. 

Puerto Rico, Hawaii, and the Virgin Islands all received increased 
allotments under the 1956 amendments. 


D 


THE PHILIPPINES 
(Summary of Testimony) 


Apart from Cuba, the Philippines were the only foreign suppliers 
not receiving an increased allotment under the 1956 amendments, 


being held to the quota fixed under the 1948 act. 
The Philippine Sugar Association (with a mee of 25 sugar- 
n 


producing mills) was represented in Washington by John A. O’Don- 
nell, an attorney, who contacted several members of the Senate Finance 
Committee and a Congressman on the House Agriculture Committee 
regarding sugar legislation. He also sent a pamphlet concerning the 
Philippines to each Member of Congress. O’Donnell registered and 
reported under the Lobbying Act. 


E 
MEXICO, DOMINICAN REPUBLIC, AND PERU 


(Summary of Testimony) 


Mewico—A group of 96 sugar processors in Mexico were repre- 
sented on sugar matters by the Washington law firm of Chapman, 
Wolfsohn & Friedman. Mexico received an increased allotment un- 
der the 1956 act. Representatives of the law firm contacted the De- 
partment of Agriculture and State Department. Oscar Chapman 
(formerly Secretary of the Interior), one of the partners, testi- 
fied before the Senate Finance Committee and House Agriculture 
Committee thereon. The compensation and expenses of the firm 
amounted to $28,616.33. The firm registered and reported under the 
Lobbying Act. 
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Dominican Republic—The Dominican Sugar Commission was 
represented on sugar matters by the Washington law firm of Surrey, 
Karasik, Gould & Efron, which registered and reported under the 
Lobbying Act. Representatives of the firm contacted members of the 
Senate Finance Committee and House Agriculture Committee during 
their representation. The compensation and expenses of the firm 
approximated $45,000. A subcommittee of the House Agriculture 
Comiitittes visited the Dominican Republic in 1955 on a surve 
related to sugar, at the expense of said Republic, in connection wit 
which visit the subcommittee issued a report. The Dominican 
Republic received an increased allotment under the 1956 act. 

Peru—The Peruvian sugar producers of Lima, Peru, were repre- 
sented by Eugene O’Dunne, a Washington attorney, who contacted 
Members of Congress, as well as the State Department and Depart- 
ment of Agriculture. A booklet was sent on behalf of the Peruvian 
sugar interests to members of the Senate Finance Committee and 
House Agriculture Committee, as well as to a number of other Sen- 
ators. A telegram was also sent to each member of the Senate Finance 
Committee. A letter which O’Dunne helped prepare was sent by 
the Peruvian-American Association to all members of the conference 
committee. O’Dunne, who registered and reported under the Lobby- 
ing Act, received $15,000 for his services. Peru received a small 
increase in its quota under the 1956 act. 


The representatives of foreign interests described above also reg- 
istered under the Foreign Agents Registration Act. (The forms re- 
quired for filing under that act are far more comprehensive than those 
required under the Lobbying Act.) 





CHAPTER VII 
MULTIPURPOSE ORGANIZATIONS AND GROUPS 


At public hearings held by the special committee, testimony was 
elicited from a number of trade associations and organizations con- 
cerning their activities on legislative matters. Legislative items form 
only a part of the functions and operations of these groups, generally 
referred to as multipurpose organizations. 


CHAMBER OF COMMERCE OF THE UNITED STATES 
(Summary of Testimony) 


The Chamber of Commerce of the United States (hereafter “cham- 
ber”) is a nonprofit, tax-exempt corporation with a membership of over 
2,700 State, regional and local chambers of commerce, and some 500 
trade, industrial, and professional associations, all with voting rights, 
as well as over 20,000 firms and individuals having no voting rights, 
The underlying membership of the members of the chamber is around 
1,850,000. The board of directors consists of 58 members. 

The basic aim and function of the chamber is to serve the interests of 
businessmen. Substantial efforts are made to arouse public opinion 
in that direction. 

The chamber has a legislative department which consists of 6 staff 
members and 3 secretarial employees. Most of the work of this de- 
partment is assembling information on legislation affecting business 
and reporting thereon to members of the chamber. The legislative de- 
partment mails out each night a brief résumé of pertinent congres- 
sional activities while Congress is in session and handles numer- 
ous inquiries from members and others concerning legislation. 

The views of the chamber on legislation are made known to Mem- 
bers of Congress by letters and memoranda and through testimony 
before appropriate committees, as well as by direct contact with 
Members of Congress by representatives registered under the Lobby- 
ing Act. 

Milton A. Smith, associate general counsel of the chamber, testified 
with respect to laws concerning the influencing of legislation, and 
stated how important it was that these laws should not interfere with 
the lawful exercise of the right of free speech, assembly, and the press; 
the need for substantial revision of present laws, especially with re- 
spect to clarification and simplification to eliminate the uncertainties 
therein; placing emphasis on corrupt practices; the need for relaxing 
the laws to free multipurpose organizations such as the chamber, who 
operate openly, from regulation and reporting. 
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THE AMERICAN LEGION 


(Summary of Testimony) 


The American Legion (hereafter “Legion”), which is financed by 
ae $1.25 out of the dues of each member of a State or local 
chapter for the national organization, budgeted $81,041 on legislative 
activities for the calendar year 1956. Over half of this sum was 
expended for payroll. About $10,000 was required for travel ex- 
penses, including those of 27 nonsalaried members of the legislative 
commission of the Legion. Around $5,500 was spent for a congres- 
sional dinner sponsored by the Legion once a year for all Members 
of Congress. 

The Legion publishes a legislative bulletin each week while Con- 
gress is in session and each month while it is in recess. Its purpose 
is to keep the membership informed on legislation in which the 
Legion has an interest. 

gislative policy is determined in 1 of 2 ways: (1) By resolutions 
adopted at annual conventions; (2) by resolutions of the executive 
committee which meets 3 times in each year. 

Miles D. Kennedy, director of the national legislative commission 
of the Legion, who is registered under the Lobbying Act, testified that 
it was his duty to examine all resolutions and determine which of 
them require congressional action; efforts are confined to Federal 
legislation. 

When it is necessary to have a bill introduced, the procedure fol- 
lowed by Kennedy was stated by him thus (696) : 


I attempt to get the bill introduced by the chairman of 


the committee. If I can’t get him to introduce it I try some 
other member of the committee. If I can’t get any member 
of the committee to introduce it, then we try some other 
Congressman or Senator, whichever the case may be. 


According to Kennedy, drafts of bills are prepared in his office 
or through the assistance of a friendly Member of Congress or the 
Congressional Library, when necessary, and an effort is made to have 
them introduced early in the session. Thereafter, the bills are fol- 
lowed through committees, and appearances made before committees 
at hearings. As a rule, the Legion’s position is reduced to writing. 

As an illustration of direct contacts with Members of Congress on 
specific legislation, all Members of the Senate and House were con- 
tacted by Legion representatives on the war veterans security bill 
(H. R. 7886). 

The Legion does not set up any political committees and does not 
endorse any candidates for elective office; nor does it make any 
political contributions or purchase tickets for political dinners. Its 
constitution and bylaws forbid the holding of any office in the national 
organization by any candidate for nomination or election to any 
remunerative public office. 

92693574 
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AMERICAN FARM BUREAU FEDERATION 


(Summary of Testimony) 


The American Farm Bureau Federation (hereafter “federation”) 
is a national organization of State farm bureaus in the 48 States and 
Puerto Rico, with a membership of approximately 2,600 organized 
county farm bureaus. The underlying membership of the county 
bureaus at the end of 1955 was 1,623,222 families. The principal pur- 
pose of the federation is to formulate action to achieve improvement 
for the farmer economically, educationally, and socially. 

The annual income of the federation runs between $1,500,000 and 
$1,600,000. 

Nine representatives of the federation are registered under the 
Lobbying Act. 

Legislative policies are formulated by the federation through a 
resolutions process, starting with a resolutions committee consisting 
of elected representatives of State farm bureaus, whose recommenda- 
tions are considered and either adopted, amended, or rejected by 
elected voting delegates of member State farm bureaus at the annual 
meetings of federation. 

The responsibility for the application of general policy resolutions 
affected by specific legislative proposals rests with the board of di- 
rectors, whose membership is drawn from a cross section of the fed- 
eration’s membership. 

In order to make their legislative policies effective, a policy execu- 
tion program was adopted featuring local discussion of legislative 
committees to keep Members of Congress informed of the federation’s 
position on pending legislation. 

Each Member of Congress is sent copies of all resolutions adopted 
concerning legislative matters. Appearances are made by fed- 
eration representatives before committees handling legislation in which 
federation is interested ; communications are sent to Members of Con- 
gress, and personal contacts are made with Members of Congress from 
time to time on various pieces of legislation. 

In view of the general interests of farmers served by the federation, 
it becomes interested in a wide variety of bills before the Congress. 
It generally urges State farm bureaus to contact Members of Congress 
in person and in writing. 

At the end of each Congress, the federation publishes a voting record 
of Members of Congress on issues of concern to it, in which it states 
its position and whether a Member of Congress agreed or disagreed 
with it. 

The federation makes no campaign contributions. 

Extended views were given at the hearing before the committee b 
Charles B. Schuman, president of the federation, in connection with 
lobbying laws and their administration. Schuman made these points, 
among others: 

(a) That the Lobbying Act “points a finger” at associations exercis- 
ing their constitutional right of petition while at the same time ex- 
empting from regulation “the largest lobby in Washington, namely, 
the Federal lobby” (referring to executive branch). 
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(6) That the act should make more of a distinction between officers 
and full-time employees of such organizations as the federation and 
those representing specific proprietary interests or who represent 
different clients at different times or several at the same time. 

(c) That since legislative activities form only a small part of fed- 
eration’s work, and since employees handling legislative matters have 
many other duties, it is a hardship to require a breakdown of expendi- 
tures for legislative activities. 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 
(Summary of Testimony) 


The National Rural Electric Cooperative Association (hereafter 
“NRECA”) is a nonprofit service and trade association composed of 
931 utility member systems in 42 States and Alaska. Its board of 
directors has 43 members, elected annually by the member systems. 
NRECA has a staff of 48 employed at its office in Washington. 

Income from dues in the last year amounted to $353,836.23, and 
income from other sources, including management institute fees, maga- 
zine advertising, and paid subscriptions, were $210,052.91, for a total 
of $563,889.14. 

Each fall, managers, directors, and key employees of the member 
systems assemble in 10 separate regional workshop meetings through- 
out the country, where they hear the reports of the staff, conduct edu- 
cational seminars, and pass resolutions recommending policy. These 
matters are considered and passed upon by the membership at the 
annual meeting. 

Legislative work is done principally by the legislation research and 
management department staff, which employs 10 people who carry on 
general research. Only one employee has as his primary function 
research on pending bills, requests of congressional committees to hear 
NRECA on legislation, and contacting Members of Congress. It 
was estimated that 30 percent of his time was devoted to legislative 
activities. 

NRECA distributes a large number of books, pamphlets, and litera- 
ture to its member systems and others, as well as reports on legislation, 
and frequently writes its members to contact Members of Congress 
directly on legislation. 

Clyde T. Ellis, general manager of NRECA, questioned the right of 
poe power companies to treat as business expenses moneys spent 

y them for advertisements and other media designed to extol the 
attributes of private power versus public power. He characterized 
the same as propaganda, and contended that such expenses should not 
only be disallowed as business expenses but also should be required to 
be reported as expenses under the Lobbying Act. 

Ellis pointed out that long-range programs to influence public 
opinion were highly effective in influencing legislation, much more so 
than direct contacts with Members of Congress, and that power com- 
panies and other groups indulging in such programs should be re- 
quired to report such expenditures under the Lobbying Act. 
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NATIONAL MILK PRODUCERS FEDERATION 


(Summary of Testimony) 


The National Milk Producers Federation (hereafter “federation”) 
is an organization of dairy cooperatives. Seventy-five percent of the 
board of directors are dairy farmers, with the remaining 25 percent 
consisting of employees of cooperatives or cooperative managers, 

The annual operating budget is $247,000, derived from dues paid 
by members based on butterfat marketed. Special assessments are 
occasionally made. Between $10,000 and $15,000 a year is spent on 
legislative activities. 

egislative activities follow the adoption of resolutions on legisla- 
tive matters. Drafts of proposed bills are prepared on behalf of the 
federation, and efforts are made to have Members of Congress sympa- 
thetic to the dairy farming industry introduce desired legislation. 
Five employees of federation are registered under the Lobbying Act 
and contact as many Members of Congress as possible in favor of, or 
against, pending legislation. 

E. M. Norton, secretary of federation, and M. R. Garstang, general 
counsel, criticized the existing law which they believed required 
disclosure of the amount of a contribution if the same exceeded $500, 
pointing out that such disclosure would indicate the amount of busi- 
ness done by the members; this was troublesome in a highly competi- 
tive business. They suggested that it should be sufficient to mention 
the name of the contributor. 

Another suggestion was that the act be clarified to protect prin- 
cipals from the acts of agents registered in their behalf after their 
employment has been terminated. 


AMERICAN MEDICAL ASSOCIATION 


(Summary of Testimony) 


The American Medical Association (hereafter “AMA” ), an Illinois 
corporation, has a membership of 166,000 physicians. 

The principal governing body of AMA is the national house of 
delegates, chosen by State medical societies on the basis of 1 delegate 
for each 1,000 members. Each State medical society, however, is in- 
dependent and autonomous. Policy matters of AMA are decided by 
the house of delegates, which meets twice each year. 

AMA has a committee on legislation consisting of 11 physicians, 
whose function it is to analyze legislation bearing on health matters 
and to report thereon to the house of delegates. 

The headquarters of AMA is in Chicago. It also has a Washington 
office staffed by 20 employees, 6 of whom are registered under the 
Lobbying Act but devote only part time to legislative activities. 

The Washington office sends out two pamphlets regularly. One is 
the Washington Newsletter, dealing with information of general in- 
terest, with a distribution list of 8,000, and the second is the Leg- 
islative Analysis, dealing with legislation, with a distribution 
list of 400. 

On legislation of importance, the entire membership is alerted and 
requested to become active in supporting AMA’s position in a variety 
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of ways—from writing letters and making calls on Members of Con- 
gress to efforts to enlist similar support from other groups and 
segments of the community. In addition, representatives are sent to 
Washington to testify before appropriate congressional committees, 
and ante delegations also come to Washington to make known AMA’s 
stand. 

Although AMA usually confines its legislative activities to health 
matters, it occasionally becomes active in other fields; e. g., it actively 
opposed a proposal to include doctors in the social-security bill before 
the 84th Congress. 

Another bill in which AMA was active during the 84th Congress 
was the military medical dependents care bill which became law. 
AMA cooperated with the Department of Defense on that piece of 
legislation. 

AMA has also been very much interested in possible legislation 
concerning the doctors’ draft law. 

The Bricker amendment was supported by AMA, principally be- 
cause of the dangers attendant upon action by the International Labor 
Organization (an arm of the United Nations), which would have the 
effect of a treaty if ratified. AMA felt that such a loophole created 
hazards to standards presently maintained to safeguard the health 
and welfare of American citizens and to insure the proper admission 
of individuals to practice medicine. 

AMA prepares a tabulation on the position it believes each Senator 
will take on important pieces of legislation. 

Total annual income of AMA exceeds $9 million, derived prin- 
cipally from dues ($25 each), the sale of periodicals, and advertising 
carried in its journals. 

The expenses of AMA for 1954 were broken down as follows: 
(a) $200,000 for legislative activities; (>) $5,541,000 for scientific 
endeavors, including publications, research, investigations, and analy-. 
ses of new drugs; (c) $500,000 on socioeconomic operations; 
(d) $1,758,000 for public relations, health and education, and the cost 
of a publication entitled “Today’s Health”; (e) $318,000 for the 
Washington office, law department, and legislative activities; 
(f) $852,000 for administration of membership services, 

AMA registered under the Lobbying Act, more or less under pro- 
test, being uncertain whether or not multipurpose organizations were 
required to register and report under the act. 

ome years ago, AMA engaged in its most strenuous legislative 
program, involving its opposition to proposed compulsory health- 
insurance legislation. The campaign, a spectacular one, was guided 
by the public-relations firm of Whitaker & Baxter, of California. 
The cost ran over $4 million. Funds were raised through porate of 
$25 each by AMA members (then around 140,000) ; it was this payment 
that inaugurated the system of annual dues of $25. 

The firm of Whitaker & Baxter was retained in December 1948 and 
opened offices for the campaign in Chicago in January 1949. With a 
nucleus from its own organization, the firm recruited a staff of 42 to 
run the campaign from the Chicago office. The firm registered and 
reported eo the Lobbying Act although it allegedly made no con- 
tacts with Congress and confined its activities to public-relations work 
at grassroots levels. 
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The Whitaker office had engaged a law firm to interpret the Lobby- 
ing Act. On this phase, Whitaker stated (1190) : 


The provisions of the present law, I think we can say in all 
charity, are so full of ambiguities that the law is difficult for 
a layman to understand. We feel that it would be a great 
service to the country to see the laws cleared up. We feel 
that the law should be clarified to the point where those in 
our profession who want to operate ethically and do a good 
job for their clients can do it wholly within the law, and that 
we can do so without fear that we have missed some meaning 
of the law that is not clear to us. 


The campaign against compulsory health-insurance legislation was 
conducted in some 3,000 counties in the 48 States. Each State, county, 
and local medical society was active in arousing the interest of doctor 
members and their families, nurses, pharmacists, druggists, and others 
interested in or affiliated with the medical profession. As a result, 
a large volunteer group was organized. 

Through publicity in the press, speeches by local doctors to various 
organizations and groups, and wide distribution of literature, a great 
deal of outside support was developed. By the time the campaign 
ended, AMA had succeeded in obtaining the support of some 12,000 
organizations in its opposition to the legislation. 

All forms of media were used in the campaign to present to the pub- 
lic the case against the proposed legislation, including television, radio, 
advertising, and extensive distribution of literature. Over 100 mil- 
lion pieces of literature were sent out. Thousands of speeches were 
delivered and an intensive effort was made to secure formal endorse- 
ments from numerous organizations, with excellent results. 

The campaign also received the benefit of over $2 million worth of 
newspaper advertising paid for voluntarily by thousands of adver- 
tisers who were so impressed with the advertising made in AMA’s 
behalf that they adopted it and ran ads in the same vein at their own 
expense. 

The compensation paid to Whitaker & Baxter for the 314 years 
of their services amounted to $325,000, out of which the firm bore its 
own very extensive traveling expenses. The expenses of the Chicago 
office maintained by the Whitaker firm were borne by AMA. Fees 
and salaries of the Chicago staff for 314 years came to about $700,000. 

Other expenses to AMA were $297,000 for national magazine adver- 
tising, $587,000 for newspaper advertising, $405,000 for broadcasts, 
$1,356,000 for printing, $102,000 for charges covering fieldmen, and 
$95,000 for staff travel expenses. The total cost of the campaign to 
AMA was $4,678,157.35. 

On the subject of influencing legislation, Whitaker observed (1203) : 


I think that the problem involved here is not one of the 
amount of money spent. And I would say that this applies 
to election campaigns too. Not the amount that is expended 
but how it is expended and how honestly it is reported. Miss 
Baxter and I have felt that there should be no stigma at- 
tached to a business because it spends money in defense of 
its business. 





CHAPTER VIII 
OTHER GROUPS 


Two other labor organizations whose representatives testified before 
the special committee were United Steelworkers of America, AFL- 
CIO, and the AFL-CIO Maritime Committee. 


UNITED STEELWORKERS OF AMERICA, AFL-CIO 


(Summary of Testimony) 


The United Steelworkers of America, AFL-CIO (hereafter “Steel- 
workers”) has been active for over 20 years on Federal and State 
levels in supporting or opposing legislation of interest to labor. 

The Steelworkers maintains a Washington office for its legislative 
department, consisting of around 7 employees, 3 of whom are regis- 
tered under the Lobbying Act. From January 1, 1956, to June 30, 
1956, the cost of the department was $51,334.81. These funds come 
from union dues. 

Apart from direct contacts with Congress on legislation of interest 
to the union, the legislative department conducts summer schools on 
legislative activities and assists the membership throughout the coun- 
try on legislative problems. There is close liaison with union repre- 
sentatives on legislative matters, and visits to Washington by such 
representatives to provide additional knowledge and information and 
to contact Members of Congress. 


THE AFL-CIO MARITIME COMMITTBE 
(Summary of Testimony) 


The AFL-CIO Maritime Committee is composed of four unions; 
namely, the National Maritime Union, District 4 of the United Steel 
Workers of America, the American Radio Association, and the Inter- 
national Union of Marine Shipyard Workers of America. Coverage 
of Federal legislation is an important phase of the committee’s func- 
tions. 

Hoyt S. Haddock, executive secretary of the committee, executes 
for the committee policies outlined by the presidents of the four unions 
mentioned, which are generally determined through union conventions 
and the annual convention of AFL-CIO. 

The committee employs a staff of 5, 1 of whom (Haddock) has 
registered under the Lobbying Act. The annual budget runs to 
$24,000, which includes salaries, office overhead, and traveling ex- 
penses. 

The committee is active on legislative matters of interest to it 
through personal appearances made by Haddock before congressional 
committees, personal contacts made by Haddock with Members 
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of Congress, written communications to Congress, and sponsoring 
appeals to union members to contact their Senators and Congressmen. 

he interest of the union membership on legislative matters is 
aroused principally through the Pilot, a publication of the Maritime 
Union, with a circulation of around 50,000. Voting records of Mem- 
bers of Congress compiled by AFL-CIO are also distributed to the 
membership. 

Haddock played an active part in making recommendations as to 
campaign contributions for particular candidates. His activities in 
the political area and in the field of influencing legislation produced 
this testimony (978 et seq.) : 


Mr. Fay. Now, Mr. Haddock, as a registered lobbyist it is 
your responsibility and duty to actually contact the represent- 
atives of the different committees before whom legislation is 
pending in which your union is interested ? 

Mr. Happock. That is correct; it is. 

Mr. Fay. So that in your particular case, you are in the 
position of on the one hand seeking assistance for the sup- 
port of legislation, and on the other hand in a campaign, in a 
general election, in a position of giving support to those from 
whom you sought support. 

Mr. Happooxs. That is right. 

Mr. Fay. Is that a practice that is common to the unions or 
| at just a practice as far as Maritime is concerned ; do you 

ow 

Mr. Happock. I would say it is common to unions, to the 
best of my knowledge. 

Mr. Fay. Do you know of others who handle it the same 
way, where the registered lobbyist is also in a position of at 
least determining or recommending those to whom contribu- 
tions shall be contributed or made available? 

Mr. Happocx. It is my belief that that is generally true of 
unions. 

Mr. Fay. It is done at least as far as your union is 
concerned ? 

Mr. Happocr. Yes. 

The Cuatrman (Senator McClellan). In other words, this 
is the real pattern, and I am not applying it to your union 
or to labor groups, but I think possibly we will find it prevails, 
if not in every instance, in a number of cases in other organi- 
zations and groups that may maintain lobbies here in Wash- 
ington, registered lobbyists—that the same people who lobby 
with the Members of Congress with respect to legislation 
make their recommendations when a political year comes 
around regarding contributions. Is that true? 

Mr. Happvock. That is my understanding. 

The Cuatrman. That is at least your practice and the prac- 
tice of your union. 

oe Happock. And I understand it is the practice of many 
others. 

The Cuarrman. I wonder if that is a wholesome thing? I 
am just thinking out loud for a moment, and I will ask you to 
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think with me. Is that a wholesome thing? Is that some- 
thing that is inextricably associated with democracy in our 
system of government, that the men who come to us and 
plead with us to try to persuade us to become their friend 
and think their way—if so you can get a contribution in the 
next campaign, and if you don’t the contribution may go 
oe you to your opponent. I am wondering if that is a 
wholesome thing? I think it prevails, and I am trying to 
determine whether if it is not a wholesome thing, it should not 
be condemned. If it is unwholesome in American political 
life in our system of government, how can we prevent it by 
law? Can you give us any enlightenment on that? 

Mr. Happocx. I can only give you my own opinion, sir. 

The CHatrman. We are glad to have it. 

Mr. Happock. Separating myself from my job as a lobbyist 
for a moment, and becoming a citizen, I would make political 
contributions to candidates who I wanted elected who voted 
the way I thought they ought to vote. And the way I let 
them know I think they ought to vote. 

The Cuatrman. You do that as a citizen, as a private 
citizen ? 

Mr. Happock. Yes, and so what I do as a lobbyist is act- 
ually no different from what I do as a citizen. I cannot see 
that there is anything unwholesome about it. I think it is a 
partofdemocracy. I think unfortunately 

The Cuarrman. I just wanted to get your views, and I am 
not condemning and I am not criticizing. 

* * * *k * 


Mr. Fay. Has there ever been any instance that you know 
of, Mr. Haddock, where you have made a contribution with 
any discussion at the time as to particular legislation that 
was coming up, or that was anticipated in the following 
session ? 

Mr. Happocks. No. 

Mr. Fay. You never had any such discussion with any 
person to whom you contributed ? 

Mr. Happocx. I have never tied any condition to any con- 
tribution I have ever recommended to any Congressmen or 
any that I ever made personally. 

r. Fay. You have made some personally ? 

Mr. Happock. I have. 

Mr. Fay. And you knew the implication might reasonably 
be there in the mind of the individual receiving the contri- 
bution that you were going to be back in the next Congress 
pushing the legislation which your union was personally 
interested in? 

Mr. Happocxs. Well, it did not occur to me that I knew that 
I was going to be back. But I am sure that he did. 

Mr. Fay. You can see the reasonableness of the inference. 
It is there, is it not? 

Mr. Happocxk. There is no question about it being there. 
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RESEARCH GROUPS 


During the course of its investigation, the committee examined 
into the nature and extent of activities of research organizations and 
similar groups which might influence legislation. Among these 
organizations and groups were: 


Committee for Economic Development 
Conference on Economic Progress 
Foreign Policy Association 

National Foreign Trade Council, Inc. 
National Planning Association 

Public Affairs Institute 


The following summary of the activities of these six groups is 
based exclusively on information furnished by them to the special 
committee. 

Common to the activities of these six groups are the following: 

(a) They are nonprofit groups and are tax exempt. 

(6) They do not register under the Lobbying Act and do not make 
contacts with the Congress. 

(c) They are supported by contributions from varied segments 
of our economy. 

Material prepared by these groups, either through their own staffs 
or specially hired consultants, may be used by the recipients in their 
contacts with the Congress. 


COMMITTEE FOR ECONOMIC DEVELOPMENT 


The Committee for Economic Development is supported by con- 
tributions from business firms located predominantly in the north- 
eastern section of the country. It was originally founded so that 
businessmen and professional economists might exchange ideas with 
the ultimate objective of developing concrete recommendations de- 
signed to cope with the post World War II employment problem. To 
date, the committe has directed its energies to economic research in 
an effort to contribute to the maintenance of a high standard of living. 

Projects for research are suggested by a subcommittee of economists. 
Once the particular subjects are selected for analysis, the actual 
research is carried on either by the working staff of the committee 
or by specialists who are hired for these projects. When a study has 
been completed it is printed under the auspices of the Committee for 
Economic Development as a policy statement. Four to six such policy 
statements are published in any given year and cover a diversified 
area of interest. 

CED has established 24 college community research centers through- 
out the country, each 1 of which is sponsored by 1 or more colleges 
and composed of academic and business participants. 

Material prepared by the committee is distributed to leading educa- 
tors, students, Giainess executives, editors, etc. When a policy state- 
ment has been completed, the chairman of the particular committee 
whose responsibility it was to complete the particular project holds a 
press conference and distributes a digest of the completed work to 
members of the press. This usually is given wide circulation by the 
press. As an example, the policy statement on tariffs was treated 
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throughout the country in newspapers with a combined circulation of 
40 million. 

Occasionally, the committee is requested to have one of its trustees 
testify before a congressional committee. No direct contacts are made 
with Members of Congress unless the Member specifically requests 
advice on a given subject. 


CONFERENCE ON ECONOMIC PROGRESS 


The Conference on Economic Progress is an organization engaged 
in economic research and education. Pamphlets are published —_ 
riodically covering a wide range of subjects. Four such pamphlets 
are: 

(1) Total Employment and Full Production, July 1954. 

2) National Prosperity Program, February 1955. 

3) Full Prosperity for Agriculture, November 1955. 

(4) The Gaps in Our Prosperity, September 1956. 

These publications are sold and distributed with no predetermined 
plan to have the publication of the pamphlets coincide with considera- 
tion of the subject matter by the Congress. 

The principal officer of the conference occasionally appears before 
various congressional committees, but in his capacity as an economist 
rather than an officer of the conference. 

Pamphlets prepared by this organization are distributed routinely 
to universities, colleges, high schools, and opinion leaders throughout 
the country. 

The contributions to sustain the operations of the conference are 
derived from labor groups, foundations, farm groups, etc. 


FOREIGN POLICY ASSOCIATION, INC. 


The Foreign Policy Association is an organization which devotes 
its efforts to educating the public on matters and issues involving for- 
eign policy and relations. The association takes no stand on any 
issue. 

The association is supported by funds of foundations, corporations, 
and individuals interested in the subject matter of the association’s 
activities and its objectives. In recent years, substantial financial sup- 
port has been contributed by the Ford Foundation. 

The principal publications of the association are the Foreign Policy 
Bulletin, published twice each month and distributed to all its mem- 
bers, and Headline Series, which is published six times a year, con- 
sisting of pamphlets dealing with important world problems. The 
latter series is sent to various high sehioils and occasionally to uni- 
versity groups. The association also prepares study packets, which 
are distributed to various groups such as world affairs councils, junior 
chambers of commerce, conferences, etc. 

Decisions regarding subject matters to be treated in the bulletin 
and in the Headline Series are made by an advisory editorial commit- 
tee of the association. Most of the writing done for the bulletin and 
Headline Series is by men outside the organization, and is prepared 
by professors, political scientists, newspapermen, etc. Other materials 
are prepared by the staff of the association. 
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The association attempts to obtain a wide distribution of materials 
by working through local organizations such as the world affairs coun- 
cils throughout the country. In an effort to stimulate interest in 
foreign affairs and related subjects, the association arranges for speak- 
ers for interested groups and prepares lists of reading materials, in- 
cluding pamphlets and study packets. 

Materials of the association are not usually sent to Members of Con- 
gress unless a specific request has been received for them. However, if 
a particular publication is considered to be of special interest to a 
Member, or to a specific committee of Congress, it might well be 
forwarded. Frequently, individual Members of Congress will them- 
selves request that copies of a particular publication be furnished to 
members of a congressional committee which may be holding hear- 
ings on a particular subject. 


NATIONAL FOREIGN TRADE COUNCIL, INC. 


The National Foreign Trade Council, Inc., is a business associa- 
tion. Its membership is composed of companies and firms located in 
all parts of the country engaged in international trade, investment, 
and related business activities. The council’s functions are manifold. 
They meet a wide range of requirements, changing situations, and new 
problems. Broadly, however, two principal functions are fulfilled: 

(1) Information concerning developments affecting international 
trade is supplied to members. 

(2) Recommendations respecting United States foreign trade and 
investment policies are developed and expressed with the aim of ad- 
vancing American interests in world commerce. Information and 
views are made available to congressional committees and executive 
departments of the Government, to the press, and to educational in- 
stitutions, ete. 

On behalf of the general membership of the council, presentations 
are made to the committees of Congress respecting legislation con- 
nected with international commerce and investment. Information 
and views are presented to the executive departments and agencies of 
the Government in order to assist in the adoption of policies favored 
by the council. The council pursues a program of disseminating in- 
formation and views relating to international, economic, financial, and 
commercial relations. 

The council sponsors and arranges programs for the annual Na- 
tional Foreign Trade Conventions, which are attended chiefly by exec- 
utives of American companies, but also by many representatives of 
the United States and foreign governments and of educational and 
public-interest institutions. Programs cover a wide range of sub- 
jects and issues arising in international, economic, and commercial 
relations. Declarations by the council at these conventions recom- 
mend national policies and procedures necessary for the promotion 
and protection of American interests in international trade and invest- 
ment. These declarations are routinely circularized to all Members 
of Congress. 

The views of the council and relevant information are also dissemi- 
nated by it to opinion leaders and others concerned with the subject 
matter mentioned. 





POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 55 


NATIONAL PLANNING ASSOCIATION 


The National Planning Association operations are financed by 
various business firms, individuals, foundations, and by the sale of 
publications. The membership of the association includes all 
segments of the American economy, including business, labor, agricul- 
ture, and other fields. The broad spectrum of viewpoints in each 
major field of our economy is represented in the association as far as 
practicable. The findings of fact and policy recommendations do not 
necessarily represent the views of any special interest. 

The principal function of the association is to analyze and study 
problems of vital importance to the public interest, and recommend 
policies and programs for their solution. Its work is usually concerned 
with problems which lie ahead rather than on current issues. The 
ultimate objective is the achievement of greater public understanding 
of important issues so that eventually, when private or public action is 
required, such action can be taken by a more comprehending public. 
The association’s publications are based on research and analysis 
of pertinent facts covering national problems and are made by profes- 
sional experts in particular fields. 

National policy proposals which may require legislative action are 
made without reference to such action, and the reader is left to draw 
his own conclusions as to whether legislation is required and what its 
content should be. 

When requested by congressional legislative committees, the asso- 
ciation does make specific recommendations for legislative action. 


PUBLIC AFFAIRS INSTITUTE 


The institute is a nonprofit, tax-exempt research organization en- 
gaged in analysis of subjects covering a diversified range of interest, 
such as international relations, health and welfare, labor, national 
defense, business, government, fiscal and taxation problems, resources 
and conservation. Funds for the institute are contributed by various 
labor, business, and farm organizations, as well as individuals. 

Once a given project has been completed and published, it is dis- 
tributed to the membership of the institute. These particular publi- 
cations are not routinely distributed to Members of Congress. How- 
ever, committees of the Congress which are concerned with subject 
matters on which the institute has done considerable research would 
more than likely receive such materials. Where a Member of the 
Congress specifically requests copies of publications prepared by the 
institute, they are normally forwarded to him without charge. 


OTHER GROUPS 


The committee’s inquiries into activities to influence legislation 
also covered numerous other groups and individuals, including the 
following: 


American Road Builders Association 
American Telephone & Telegraph Co. 
Carl Byoir & Associates, Inc. 
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Committee for Constitutional Government 

Council for Improved United States-Japanese Trade Relations 

Edison Electric Institute 

Farmers Educational and Cooperative Union of America (Farm- 
ers Union) 

Ivy Lee & T. J. Ross 

Kudner Agency, Inc. 

National Association of Electric Companies 

Nationa] Oil Jobbers Council 

Regular Common Carrier Conference of American Trucking 
Associations, Inc. 

Selvage & Lee, Inc. 





CHAPTER IX 
SPURIOUS TELEGRAM CAMPAIGNS 


Two organized campaigns to influence senatorial vote through the 
use of spurious telegrams were the subject Of ae hearings before 
the committee. One campaign occurred in Minnesota; the other in 
Massachusetts. These campaigns involved different pieces of legisla- 
tion, were sponsored by different principals, and were wholly unre- 
lated to each other. 

THE MINNESOTA CAMPAIGN 


(Summary of Testimony) 


In January 1956, particularly around the 12th and 13th of the 
month, Senator Edward J. Thye (Minnesota) received some 900 tele- 
grams from Minnesota regarding the Harris-Fulbright bill to amend 
the Natural Gas Act. With few exceptions, the telegrams urged 
passage of the bill. ; 

None of the telegrams came from Minneapolis or St. Paul, the two 
largest cities in Minnesota. Regardless of the size of the community, 
no more than 3 or 4 telegrams, usually 3, were sent from each. In 
all, approximately 300 communities in the State were allegedly the 
sources of the telegrams. 

Several types of messages were used. With some variations, they 
were basically the same. It was not uncommon for the three tele- 

rams from each community to have been sent not only on the same 

ay but at exactly the same time. In some instances telegrams from 
3 to 6 communities were all filed at one central point, an indication 
that someone was collecting the telegrams. 

The telegram campaign originated with and was supervised by rep- 
resentatives of Standard Oil Co. (Indiana), which firm bore the 
expenses of the telegrams. 

An investigation and spot-check showed that many telegrams were 
sent without the eosiaias or authority of the purported senders. 
The printed testimony shows in detail the mechanics employed in 
running the campaign. 


Each level of personnel employed by Standard Oil Co. (Indiana) 
u 


in Minnesota, or dealing with its products, was utilized in rounding 
up prospects’ names for the sending of telegrams from some 300 com- 
munities in the State, including division managers and the State 
network of regional salesmen and bulk agents on more local levels. 

William C. Kniefel, northwest regional manager for Standard Oil 
Co. (Indiana), with headquarters in Minneapolis, testified that the 
campaign arose out of a meeting of Minnesota representatives of the 
company, which Joseph Markusich of the company’s home office in 
Chicago attended. The subject was the Harris-Fulbright bill. Mar- 
kusich advised the group that a plan to have the company pay for the 
telegrams was satisfactory to the company. 
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It was decided to concentrate attention on Senator Thye, according 
to Kniefel, because Senator Humphrey had publicly stated his vig- 
orous opposition to the bill, whereas Senator Thye had not publics 
declared his position on the bill.® 

H. J. Hilliard, manager of the Twin Cities division, and A. K. Reed, 
manager of the Duluth division, next in line to Kniefel, were among 
those who attended the meeting, and put the campaign into operation 
through some 402 bulk-station agents, 41 bulk-station salesmen, and 
other employees and agents. 

One of the representatives of Standard Oil Co. (Indiana) who tes- 
tified before the committee, admitted that he was responsible for the 
sending of 30 of the spurious telegrams. 

Each representative who paid for telegrams sent during the cam- 
paign noted them on his expense sheet, for which he was reimbursed 
by the company. 

According to Kniefel, the spurious nature of the telegrams was not 
discovered until some 7 or 8 months later, after the matter became 
the subject of investigation by the committee, at which time the home 
office expressed its disapproval of the entire program, allegedly hav- 
ing been ignorant of the same. 

The cost of the telegrams amounted to about $1,500, the expense 
being ultimately borne by the company. The advice of Markusich at 
the January meeting was stated to have been given without authority 
or knowledge of the home office. 


THE MASSACHUSETTS CAMPAIGN 


(Summary of Testimony) 


Another series of spurious telegrams arose out of the social security 
bill (H. R. 7725), also pending before the 84th Congress, 

During the 3-day period July 11 to July 13, 1956, 80 telegrams 
(night letters) were sent to Senator John F, Kennedy (Massachu- 
setts), varying somewhat in context in opposing the bill, but many of 
them spelling “amendment” with a double “m.” 

The telegrams sent on July 11 were from those whose names began 
with “L”; on the 12th, from those having the letter “A”; on the 13th, 
from those having the letter “B.” 


5 It is appropriate to note here the following testimony at the committee hearings (359) : 

“Senator Turn. * * * Had you ever given thought, Mr. Kniefel, as to whether the 
Harris-Fulbright bill was anything like the Kerr bill of an earlier year? 

“Mr. KNIEFEL, I hadn’t put that connection at all on it. 

“Senator THYz. Was that discussed that night in the meeting, that the Harris-Fulbright 
bill was, if not a sister or brother to the bill that had been before Congress at an earlier 
date—it certainly was very closely related to it? 

“Mr. KNIEFEL. That was not brought in; the Kerr bill was not. 

“Senator THY. It wasn’t? 

“Mr. KNIEBFEL. No. 

“Senator THYE. You were aware, of course, that the Kerr bill had been before Congress 
at an earlier year, were you not? 

“Mr. KNIETEL. I remember that briefly. 

“Senator THye. And that the Kerr bill had passed the Senate and had been vetoed. You 
must have been familiar with what my vote was on the Kerr bill. 

“Mr. KNIEFEL. At the time that came up for vote, Senator Thye, I was not living in 
Minnesota. 

“Senator THYE. That will account for that. I voted against the Kerr bill in 1950, which 
was then vetoed, and it was a pretty firm fact that I had strong convictions against such 
legislation because of my statements in 1950, and that in all due respect to the committees 
and the committee procedure in Congress, I did not express myself firmly one way or the 
other until such time as the debate took place on the floor. 

“T just respectfully stated to all of you that I was reserving the right to final decision 
until the floor debate had taken place, but I was on record as being opposed to just that 
kind of legislation because I voted against the Kerr bill in 1950.” 
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An additional 80 duplicate telegrams from the same sources were 
also dispatched to Senator Leverett M. Saltonstall (Massachusetts). 

Investigation by the committee disclosed that the alleged senders 
were insurance agents connected with the Jack C. O’Connor Agency 
of Boston, which agency bore the expense of the telegrams amounting 
to $179.80, and that a number of the telegrams were spurious. 

Alvin H. Stoddard, sales manager for the agency, was admittedly 
responsible for the campaign. He testified that he secured permission 
from numerous insurance agents affiliated with the agency to sign their 
names to telegrams opposing the bill. At the same time, he asked 
supervisors to contact other agents with the same object and assumed, 
unless he heard to the contrary, that such authority had been received 
and accordingly signed their names to telegrams. 

Several of the purported senders testified at the public hearing con- 
ducted by the committee and denied having sent the telegrams alleg- 
edly sent by them, or having authorized anyone to send them. Two 
of the witnesses stated that the views expressed in the telegrams were 
actually contrary to their own. 


92693—57——5 





CHAPTER X 


DISCUSSION AND COMMENTS CONCERNING ACTIVITIES 
TO INFLUENCE LEGISLATION, LEGAL PROBLEMS AND 
BACKGROUND, AND PROPOSED NEW LEGISLATION 


A 


INTRODUCTION 


The first amendment to the United States Constitution guarantees 
to each citizen the right of petition, among other things, providing: 


Congress shall make no law * * * abridging the freedom 
of speech, or of the press, or the right of the people * * * to 
petition the Government for a redress of grievances. 


In discharging its mandate under Senate Resolution 219 to make 
recommendations to improve and strengthen the Federal Regulation 
of Lobbying Act, the committee has been mindful of these constitu- 
tional guaranties and legal decisions in this field. 

In United States v. Harriss the Supreme Court upheld the con- 
stitutionality of the existing Federal Regulation of Lobbying Act over 
objections (a) that the criminal sanctions of the act violated the guar- 
anties of freedom of speech in the first amendment, and (b) the act 
was so vague that it violated due-process-of-law concepts. 

Chief Justice Warren, in the opinion of the Court in the Harriss 
case, stated (at p. 625): 


Present-day legislative complexities are such that indi- 
vidual Members of Congress cannot be expected to explore 
the myriad pressures to which they are regularly subjected. 
Yet full realization of the American ideal of government by 
elected representatives depends to no small extent on their 
ability to properly evaluate such pressures. Otherwise, the 
voice of the people may all too easily be drowned out by the 
voice of special-interest groups seeking favored treatment 
while masquerading as proponents of the public weal. This 
is the evil which the Lobbying Act was designed to help 
prevent. 

Toward that end, Congress has not sought to prohibit these 
pressures. It has merely provided for a modicum of infor- 
mation from those who for hire attempt to influence legisla- 
tion or who collect or spend funds for that purpose. It 
wants only to know who is being hired, who is putting up 
the money, and how much. It acted in the same spirit and 
for a similar purpose in passing the Federal Corrupt Prac- 
tices Act to maintain the integrity of a basic governmental 


*347 U. S. 612, 98 L. Ed. 989, 74 S. Ct. 808 (1954). Also discussed at p. 62 herein. 
60 
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process. See Burroughs & Cannon v. United States, 290 U.S. 
534, 545, 78 L. Ed. 484, 489, 54S. Ct. 287. 


A major problem to be considered in recommending new legislation 
is to determine at what stage, if any, disclosure and other require- 
ments contained therein amount to such interference with constitu- 
tional rights as to constitute an infringement of such rights. 

Another important task is to determine to what extent, if any, dis- 
closure or other requirements relating to activities to influence legis- 
lation indirectly (as distinguished from direct contacts with the Con- 
gress) impinge on constitutional safeguards. 

The increasing complexity of modern life, and the consequent in- 
crease in the role of Government in the lives of all Americans have 
caused the pressure groups to play a more important part in our Gov- 
ernment than was anticipated a hundred years ago. The committee’s 
hearings have dealt with many facets of the pressure group problem, 
which will be considered in this report. Constitutional guaranties, of 
course, come first. But, in addition to considering them, the commit- 
tee’s report will delve into the background and history of existing law 
on the subject, litigation under that law, experience at the State level, 
opinions of political scientists and other experts, tax considerations, 
and a proposed new law. 


B 


LEGISLATIVE ACTIVITIES DISCLOSURES AND 
CONSTITUTIONAL GUARANTIES 


At the outset of this chapter attention was called to the most impor- 
tant single consideration which exists in this area—the constitutional 
guaranties of freedom contained in the Bill of Rights. The most 
pertinent constitutional provisions are: 


AMENDMENT 1 


Congress shall make no law * * * abridging the freedom 
of speech, or of the press; or the right of the people peace- 
ably to assemble, and to petition the Government for a redress 
of grievances." 

AMENDMENT 5 


No person shall be * * * deprived of life, liberty, or prop- 
erty, without due process of law * * * 


AMENDMENT 6 


In all criminal prosecutions, the accused shall enjoy the 
right to be informed of the nature and cause of the accusa- 
tion * * * 


As previously noted, the registration and reporting provisions of 
the existing law were upheld as constitutional by the Supreme Court 


7For an extensive consideration of recent decisions on first-amendment cases see Dembitz. 
Congressionul Investigation of Newspapermen, Authors, and Others in the Opinion Field— 
Its Legality Under the First Amendment, 40 Minnesota L. R. 517 (1956). 
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in United States v. Harriss,* as against the contention that the statute 
was unconstitutionally vague and violated the freedom of speech, 
press, and petition guaranteed by the Bill of Rights. In an opinion 
by Chief Justice Warren, the Court said that to prohibit Congress 
from requiring the disclosure of lobbying activities “would be to deny 
Congress in large measure the power of self-protection.” The Court 
added that it was construing the act “narrowly to avoid constitutional 
doubts” and that “Thus construed [specified sections] do not violate 
the freedom guaranteed by the first amendment—freedom to speak, 
publish, and petition the Government.” 

The dissenting opinion of Mr. Justice Douglas, in the Harriss case, 
in which Mr. Justice Black concurred, emphasized : 


We deal here with the validity of a criminal statute 
* * * We start with an all inclusive definition of legislation 
* * * [it] includes “any other matter which may be the sub- 
ject of action by either House.” What is the scope of “any 
other matter which may be the subject of action” by Con- 
gress? It would seem to include not only pending or pro- 
posed legislation but any matter within the legitimate domain 
of Congress * * * the importance of the problem is empha- 
sized by reason of the fact that this legislation is in the domain 
of the first amendment * * * can Seoutinn require one to 
register before he writes an article, makes a speech, files an 
advertisement, appears on radio or television, or writes a 
letter seeking to influence existing, pending or proposed legis- 
lation? That would pose a considerable question under the 
first amendment, as 7’homas v. Collins® * * * indicates. I 
do not mean to intimate that Congress is without power to 
require disclosure of the real principals behind those who 
come to Congress (07 get others to do so) and speak as though 
they represent the public interest, but in fact they are un- 
disclosed agents of special groups. I mention the first 
amendment to emphasize why statutes touching this field 
should be “narrowly drawn to prevent the supposed evil” 
* * * and not be cast in such vague and indefinite terms as 
to cast a cloud on the exercise of constitutional rights * * * 
[Emphasis supplied. ] 


As noted in the foregoing quotation from the dissent in the Harriss 
case, judicial decisions have established the principle that legislation 
in the areas of freedom of speech, press, and petition must be “nar- 
rowly drawn to prevent the suppressed evil.”?° Laws which are 
criminal must meet more exacting tests than civil statutes, since they 
bring the sixth amendment into play.“ Laws involving “prior re- 
straints,” that is, where the exercise of the constitutional freedom must 


8 347 U. S. 612, 98 L. Ed. 989, 74 S. Ct. 808 (1954). 

®323 U. S. 516, 89 L. Ed. 430, 65 S. Ct. 315 (1945). 

10 Cantwell v. Connecticut (310 U. S. 296, 84 L. Ed. 1213, 60 S. Ct. 900). 

11 For examples, see Connally v. General Construction Co. (269 U. S. 385, 70 Ed. 322, 
46 S. Ct. 126). U. 8. v. Petrillo (832 U. 8. 1, 91 L. Ed. 1877, 67 S. Ct. 1538), Winters v. 
New York (333 U. S. 507, 92 L. Ed. 840, 68 S. Ct. 665). 
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be preceded by a registration or licensing requirement, receive, de- 
servedly, very unsympathetic consideration from the courts.” 

Another important recent case pointing up the ae problems of 
drafting legislation concerning pressure groups is U. S, v. Rumely.* 
There a resolution establishing a committee to investigate “lobby- 
ing” was narrowly construed because of constitutional doubts. The 
case must be viewed in the light of the national climate of opinion 
which existed at the time it was before the Court—a circumstance 
which the Court noted : 


* * * There is wide concern, both in and out of Congress, 
over some aspects of the exercise of the congressional power 
of investigation. * * * 


The constitutional doubts which impelled the majority to apply 
a strict construction to the word “lobbying” are not spelled out in 
the opinion of the Court. The concurring opinion of Justices Douglas 
and Black, however, leave little doubt that any new law on pressure 
groups will receive thorough scrutiny concerning its relationship to 
constitutional guaranties. 

In connection with the objection set forth in the Harriss case dissent, 
and the dissent in UY. S. v. Rumely, the following aspects of the com- 
mittee’s recommended Legislative Activities Disclosure Act should 
be noted. They should serve to lessen criticism based on constitutional 
grounds, without lessening the law’s effectiveness : 

1. The definition of “legislation” is limited to pending matters, 
and does not include “any other matter which may be the subject 
of action by either House.” 

2. The “prior restraint” problem is presented only as to the 
professional full time paid legislative agents, as defined in the 
committee’s proposed act. Even as to them, there is no true 
“restraint” in the sense of a registration or licensing, but rather 
merely the requirement for filing a notice called a “notice of 
representation.” 

3. The recommended law is not a criminal statute, except. in- 
sofar as applicable to legislative agents, false statements and 
spurious communications. 

4, The recommended law exempts the press, periodicals, pub- 
lishers, radio, and television. 

In the light of these qualifications and the Harriss case, the com- 
mittee has no doubts as to the constitutionality of the proposed Legis- 
lative Activities Disclosure Act. Reasonable disclosure statutes do 
not regulate, and do not violate constitutional guaranties. 

On the subject of constitutionality of disclosure laws, it is worth 
noting that there are a large number and variety of existing disclosure 
statutes in areas other than that of attempts to influence legislation. 
Since 1912, the law has required newspapers and other periodicals 
which have second-class mail privileges to file sworn statements with 
the Postmaster General, setting forth the names and addresses of the 


2 Hague v CIO (807 U. S. 496, 83 L. Ed. 19238, 59 S. Ct. 954), Thomas v. Collins (3238 
U. 8. 516, 89 L. Ed. 430, 65 S. Ct. 315). 

13345 U. S. 41, 97 L. Ed. 770, 73 S. Ct. 548 (1958). The brief for the United States 
in this case (Docket No. 87, October term, 1952), contains an excellent analysis of the 
constitutional issues, and also factual data as to the extent to which attempts to influence 
legislation are being channeled through mass media. 
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editors, owners, and stockholders holding more than 1 percent of the 
stock. The same statute provides that all paid “editorials” and read- 
ing matter must be plainly marked “Advertisement” (39 U.S. C., secs. 
933, 234). Lobbying before the Securities and Exchange Commission 
(15 U. S. C., sec. 79 (1) (i)) and the Maritime Commission (46 
U. S. C., sec. 1225) have been the subject of statutory disclosure 
requirements for many years. 

Since 1938, persons representing foreign principals must register 
with the Department of Justice and furnish periodic detailed re- 
ports of their activity, including copies of printed matter distributed. 
All such printed matter must also be marked with identification of 
source before distribution (22 U.S. C., sec. 611, ff). In a Supreme 
Court opinion arising out of this statute (Foreign Agents Registra- 
tion Act of 1938) , Mr. Justice Black stated : 


Resting on the fundamental constitutional principles that 
our people, adequately informed, may be trusted to distin- 

1ish between the true and the false [the act] is intended to 
abel information * * * so that hearers and readers may not 
be deceived by the belief that the information comes from a 
disinterested source. Such legislation implements rather 
than detracts from prized freedoms guaranteed by the first 
amendment. * * * *4 


The general principle enunciated, that disclosure of source to satisfy 
a public need is constitutionally possible, is pertinent to statutes con- 
cerning pressure groups operations. 


C 


TYPES AND PATTERNS OF ACTIVITY DESIGNED TO 
INFLUENCE LEGISLATION OR HAVING THE EFFECT 
OF DOING SO 


We have heretofore listed, under chapter ITI of this report, a num- 
ber of types of activities which influence the passage or defeat of 
legislation. Reference to chapter III (at p. 8 herein) will facilitate 
understanding of what follows. 

In addition, it is helpful to realize that much of the difficulty in 
discussions concerning legislative activities of private groups, and 
the need for and propriety of disclosure statutes, stems from the 
fact that a short, convenient word is usually used to describe such 
activities—“‘lobbying.” Itisa word that denotes and connotes different 
things to different people. As is the case with all such words, its 
lack of precision results in faulty communication of ideas among peo- 
ple. One man thinks of lobbying as the factual presentation of 
useful data to legislators. To another, it means sinister influence 
peddling by pressure groups with reckless disregard for the general 
welfare. Indeed, some State statutes limit the definition of lobbying 
to attempts to exert improper influence. The problem has been 
pointed up by political scientists and previous studies of pressure 
groups, as we indicate below. 


14 Viereck v. U. 8. (318 U. S. 236 (1943)). 
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Some students of the subject have thrown up their hands in despair : 


The difficulty of drafting an effective law for the regula- 
tion of lobbying activities is foretold oy the impossibility of 
attaching a precise definition to the word “lobbying.” * 


All recent studies confirm that the emphasis of pressure groups has 
changed in recent years, from the old style of “buttonholing” legis- 
lators in the Halls of Congress to new techniques. The hearings of 
this committee, as well as the hearings of prior studies of the activities 
of pressure groups, indicate that more and more reliance is being 
placed on mass media campaigns, which result in inspired letter- 
writing campaigns and other manifestations of interest in legislation 
by the voters. 

For example, in 1940, 13,000 letters received by 5 Senators showed 
that 90 percent of the writers were opposed to the Burke-Wadsworth 
Selective Service Act. At the same time, a private survey showed 
that 70 percent of the public was for the law.” 

The ability of pressure groups to stir up such deluges is well known 
to all Members of Congress. In the absence of adequate disclosure 
laws concerning pressure groups, Members of the Congress:can only 
conjecture as to whether or not direct communications they receive are 
spontaneous expressions of constituents’ views, or strands in a net held 
by the unseen hand of a pressure group attempting to scoop up a vote 
here, a vote there. 


D 


HISTORICAL BASIS OF FEDERAL REGULATION OF 
LOBBYING ACT 


The Federal Regulation of Lobbying Act was the culmination of 
years of effort to obtain by statute some public disclosure of the activ- 
ities of pressure groups.’ Enacted in 1946 as a part of the general 
congressional reorganization of that year, it was drawn from several 
bills which had failed of passage in prior Congresses."* 

It received only cursory consideration in floor debate on the overall 
Legislative Reorganization Act of 1946, of which it was a part.” It 
was not based on any previous State lobbying laws, nor was it adopted 
as a result of any particular abuses of lobbying at the time of its 
enactment. It has been said that the Federal Regulation of Lobbying 


15 Note the Federal Lobby Act—A Reconsideration, 21 George Washington Law Review 
585 (1953). See also Lobbying. A Definition and Recapitulation of its Practice, 11 Ohio 
State Law Journal 557 (1950) : 

“For lack of an appropriate word the law is sometimes prevented from changing, but 
when a good word is coined and it catches on, oftentimes it has a catalytic effect on 
legal growth. Some words become so popular to law and laity alike that they eventually 
come to mean all things to all people. his results in such ambiguity that any attempt 
to use the word intelligently must necessitate retreat to such a level as to render the 
word impotent if not altogether meaningless. The term lobby is an example of just such 
a word that has ‘caught on’.”’ 

P Hearing, House Select Committee on Lobbying Activities, 81st Cong., pt. 1, p. 20 
(1950). 

17 Congress has grappled with the problem of lobbying many times in the past. A digest 
of committee recommendations from 1911 to 1956 is set forth in the appendix to this 
report, at pp. 201-220. 

1% See H. Rept. No. 3229, Report and Recommendations on Federal Lobbying Act, S8ist 
Cong., 2d sess. (1950); see also Futor, An Analysis of the Federal Lobbying Act, 10 
Federal Bar Journal 366 (1949) ; 96 Congressional Record A2282-89. 

1°92 Congressional Record 6367-6368, 10151-10152. 
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enactment Act ae quietly through Congress on the coattails of 
eorganization Act.” ” 


the more popular 


E 


LITIGATION UNDER THE FEDERAL REGULATION 
OF LOBBYING ACT 


The Federal Regulation of Lobbying Act has not produced any sub- 
stantial number of prosecutions in its 10 years of operation. The cases 
filed were: 


1. National Association of Manufacturers v. Clark 
2. U.S.v. U.S. Savings & Loan League 
. U.S. y. Harriss, et a. 
U.S. v. Slaughter 
U.S. v. Neff, et al. 


A recapitulation of some of the legal issues involved in these cases 
indicates the difficulties of legislating concerning attempts to influence 
legislation for pay.”* 

1. The constitutionality of the Federal Regulation of Lobbying 
Act was upheld in the case of U. 8. v. Harriss, which is discussed at 
pages 60, 62 of this report. Prior to the Harriss case, however, in 
N. A. M.v. McGrath a three-judge court in the District of Columbia 
had declared the statute unconstitutional, and granted an injunction 
against the Attorney General of the United States because of threats 
of prosecution alleged to have been made by his predecessor. On 
appeal, the Supreme Court of the United States vacated the judgment 
and directed the District Court “to dismiss the complaint upon the 
ground that the case is moot.” ** (Former Attorney General Clark, 
the defendant, having resigned his office and been replaced by J. 
Howard McGrath.) 

2. In U.S. v. U.S. Savings & Loan League, a three-count indict- 
ment was dismissed, on motion of the defendant, as a defective plead- 
ing. An information was substituted thereafter, and it too was later 
dismissed, this time at the request of the Government, as defendant 
had, since the date of the indictment, initiated compliance with the 
Lobbying Act. 

3. The Harriss case has been considered elsewhere in this report in 
connection with a consideration of the constitutional questions inher- 
ent in this type of legislation.” 

4. In U.S. vy. Slaughter,®® Roger Slaughter was indicted in 1949 for 
violation of section 308 of the Lobbying Act (2 U. S. C., sec. 267). 


ve 


*” Dr. Edgar Lane, Princeton University, vol. 1, hearings, House Select Committee on 
Lobbying Activities, p. 54 (1950). The 1946 act was the subject of law-review comments 
in 47 Columbia Law Review 98 (1947); 56 Yale Law Journal 304 (1947); 28 Indiana 
Law Journal 78 (1952); 10 Federal Bar Journal 366 (1949). For another discussion, 
see Zeller, the Federal Regulation of Lobbying Act, American Political Science Review, 
vol. 42, April 1948 : 239-271. 

*1 Some excerpts from the legal briefs filed by attorneys in Lobbying Act litigation are 
contained in 32 Congressional Digest 144-157 (May 1953). 

2103 F. Supp. 510 (D. C. D. C. 1952). 

% 344 U. S. 804, 97 L. Ed. 627 (1952). 

“9 F. R. D. 450 (D. C. D. C. 1949). 

*% The Harriss decision is the subject of a note in 30 New York University Law Review 
1249 (1955). The author felt that the Court “went beyond the acceptable scope of statu- 
tory interpretation to uphold the act.” 

* 89 F. Supp. 205 and 89 F. Supp. 876 (both D. C. D. C. 1950). 
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The defendant moved to dismiss on the grounds that the indictment 
did not state an offense against the United States, and further con- 
tended that the Lobbying Act was unconstitutional because it was so 
vague and uncertain that it failed to meet the due-process require- 
ments of the fifth amendment; failed to inform defendant of the 
charge against him, in violation of the sixth amendment; and vio- 
lated the first amendment because it deprives persons of civil Liberties. 
The Court denied the motion to dismiss, thus providing the first 
Court decision upholding the constitutionality of the Federal Regula- 
tion of Lobbying Act. 

In his motion to dismiss, defendant Slaughter had also maintained 
that his activities were exempted by a provision in the law exempting 
“any person who merely appears before a committee of the Congress 
of the United States in support of or opposition to legislation.” He 
contended that, despite the fact that he had not been a witness himself, 
some of the activities alleged in a bill of particulars under the indict- 
ment related to his arranging for his client to appear as a witness, and 
that the exemption extentied to him as a lawyer also. The court did 
not pass on this question, as the bill of particulars had specified other 
activities also. 

After trial before another judge (the defendant having preferred 
to waive trial by jury) the court found the defendant not guilty, 
stating: 


* * * The statute is a criminal statute. It must be con- 
strued most favorably to the defendant in case of any doubt 
or ambiguity. To interpret the exemption as being limited 
solely to the person who physically appears before the com- 
mittee would frequently render nugatory and defeat the ap- 
parent intent of the Congress. The obvious intent is not to 
interfere with or hamper the giving of testimony before con- 
gressional committees, and in order to achieve this purpose 
it is necessary to permit witnesses to receive advice and as- 
eee in preparing the statements which they propose to 
make. 

The testimony in this case shows that the activities of the 
defendant consisted largely of preparing statements for wit- 
nesses to be given by them before congressional committees. 
These activities are clearly within the exception. 

True, the bill of particulars alleges other activities, which, 
if proven, would be within the purview of the act, namely 
contacting Members of Congress in connection with legis- 
lation. No evidence, however, has been introduced by the 
Government to support these items of the bill of particulars. 


5. U.S. v. Neff et al.” is the only prosecution in the 10-year history 
of the Lobbying Act where the lobbying charge was related to a cam- 
paign contribution. The defendants plentied guilty, and were fined. 
There was no written court opinion interpreting the Lobbying Act. 
The factual background of the case was the subject of investigation 


"United States District Court for the District of Columbia, Criminal No. 768-56, 1956 
(unreported). 
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by another congressional committee, which reported its findings to the 
Senate.”* . 


THE FEDERAL REGULATION OF LOBBYING ACT IN 
OPERATION 


Despite the absence of any administration, the Federal Regulation 
of Lobbying Act has resulted in a substantial amount of disclosure of 
legislative pressures since it went into effect in 1946. Thousands of 
persons engaged in attempting to influence legislation have registered 
and filed quarterly reports of their activity. The sources of their 
financial support and the disposition of their expenditures have be- 
come matters about which Congress and the public are no longer 
completely in the dark, The Legislative Reference Service has pre- 
pared valuable summaries of this activity.2° These summaries indi- 
cate that the Lobbying Act has achieved only a partial success, and 
that new legislation is necessary to produce a more complete picture 
of pressure group operations. 

Registration and quarterly reports filed under the Federal Regu- 
lation of Lobbying Act are printed in summary form in the Congres- 
sional Record. For easy reference, we have included in the appendix 
of this report, at page 181, a chart showing the volume, date, and page 
of publication o such reports in the Record for each quarter since 
August 2, 1946, the date the Lobbying Act went into effect. 

Further indications of the weaknesses of the act, and the conse- 
quent need for remedial legislation, appear in the litigation under 
the act, which has been summarized in subdivision E “above. The 
N. A. M. v. McGrath case points up the problems which a criminal 
statute poses for a multipurpose trade association. United States v. 
Slaughter shows the pitfalls inherent in any general exemption of 
committee appearances. Most important, however, is United States v. 
Harriss where, although the constitutionality of the Lobbying Act 
was upheld, three prerequisites to coverage were set forth by the 
Court: 

1. The person must have solicited, collected, or received con- 
tributions; 

2. One of the main purposes of such person, or one of the main 
purposes of such contributions, must have been to influence the 
passage or defeat of legislation by Congress; and 

8. The intended method of accomplishing this purpose must 
have been through direct communication with Members of 
Congress. 

The first qualification, while desirable as to the individual legisla- 
tive agent who contacts Congressmen to influence legislation, leaves 
completely uncovered a wide area where very substantial sums of 


% See hearings relative to S. Res. 205, Select Committee for Contribution Investigation, 
U. S. Senate, 84th Cong., and S. Rept. No. 1724, 84th Cong. 

2 See Graves, Administration of the Lobby Registration Provision of the Legislative 
Reorganization Act of 1946—An Analysis of the Experience During the 80th Congress, 
committee print of House Select Committee on Lobbying Activities, 1950; and Galloway, 
A Report on the Operation of the Federal Regulation of Lobbying Act of 1946, which ap- 
pears in the appendix of this report at pp. 189-200. 
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money can be spent to influence legislation—a corporation .or other 
group can spend several million dollars to obtain passage of legisla- 
tion, designed solely to line its own pockets, and yet does not have to 
furnish Congress with any information concerning its activities, pro- 
vided it spends its own money. In certain cases, filing of information 
by such persons seems ceoeonia 

The second qualification is the so-called principal purpose test. 
The committee feels that it is more desirable to use more readily 
determinable criteria to establish coverage under a law of this kind 
and that, in general, a dollars-and-cents amount received or spent is . 
superior to the existing criterion, Such a dollars-and-cents test 
simplifies the task of a person who must determine whether or not he 
sa file disclosure information of his legislative activities. 

The third qualification poses no insurmountable problems although 
it is, of course, sometimes difficult to determine whether a person 
“intended” that direct communications with Congress be used by those 
he exhorts in an effort to influence Congress. 


G 
STATE LEGISLATIVE ACTIVITIES DISCLOSURE LAWS 


Most States have some constitutional or statutory provisions deal- 
ing with lobbying. Eight or nine States merely have provisions pro- 
hibiting improper practices, but the great majority employ registra- 
tion and reporting as the method of control. Sanctions to enforce 
registration and reporting are almost entirely limited to criminal 
penalties, although a substantial number of States “disbar” the 
offender by prohibiting him from legislative activity for a certain 
period after a conviction. An analysis of State laws on lobbying 
prepared by the Legislative Reference Service will be found in the 
appendix facing page 222. 

Persons specifically employed to further the advancement of legis- 
lation are commonly required to register with the Secretary of State 
and only rarely with an officer of the legislature. Issuance of cer- 
tificates to such persons showing their registered status is a common 
feature of State laws, and in some few instances, approval of such a 
certificate must be obtained by vote of the legislature. The official with 
whom registration is required is ordinarily given no more duty than 
to receive the necessary papers, issue a certificate and cause publication 
of lobbying filings in the journal of the legislature. Reporting re- 

uirements are usual, although no uniformity exists as to who must 
fle as between the employed lobbyist and his employer. Only 1 or 2 
States require reporting during the legislative session, the remainder 
allowing filing of reports after the legislature has adjourned. 

The objective of State laws is in general confined to coverage of 
direct and personal communication with the legislature for hire. 
Sometimes such activity is subdivided into activity analogous to 5 
advocacy, and activity of any other sort intended to influence legisla- 
tion, and classes of registration and certification are established for 
the different categories of activity. In line with the emphasis on 
control of direct contact, it is common to find prohibitions on certain 
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means of persuasion, e. g., “secret” contacts, or methods of persuasion 
other than “appeals to reason,” or attempts to influence privately. A 
similar rationale is obvious in statutes which limit lobbying to com- 
mittee appearances, require that any brief or statement addressed to 
any legislator be distributed to all other members of the legislature, 
or deny floor privileges to lobbyists. Contrasted with the prohibitory 
approach to the problem of standards of conduct is the exhortation 
to higher ethical standards in lobbying found in codes of conduct for 
lobbying in Wisconsin and California, for violation of which certifi- 
cates may be revoked. 

Another qualification for coverage in State laws is found when ap- 
plication of the State law is limited to lobbying by or for persons with 
a direct pecuniary interest in the legislation sought. Even Wisconsin, 
which has dealt more vigorously with the problem than the average 
State contains such a “pecuniary interest” qualification on application 
of its lobbying law. 

A substantial number of States include efforts to influence executive 
action on legislation in their definition of lobbying. Ordinarily this 
applies only to approval or veto of bills by the governer. 

On the whole, existing State lobbying laws, although widely dis- 
tributed, furnish no guide to an improved Federal law. Actually, 
existing Federal] law, deficient as it is, has been a pattern for States 
which have sought to deal with the problem on a scale broader than 
the prevailing State pattern. No substantial guide to better admin- 
istration eae found in any State law, and few State laws attempt 
to deal with the less direct onan of lobbying which have found no 
clear-cut solution by congressional action. Indiana and North Caro- 
lina have statutes which appear designed to accomplish disclosure of 
activities aimed at influencing legislation through shaping public 
opinion, but no data is available as to the operation of such statutes. 
California has adopted the existing Federal lobbying law, but no ex- 
perience accumulated under its law indicates the shape of desirable 
amendment to Federal law. In short, Congress in 1946, enacted a 
lobby control law for which State experience with statutes of limited 
coverage was not helpful. By way of contrast, it may be noted that 
State experiments with more effective control of election campaign 

ractices are available for the guidance of Congress in revising the 

orrupt Practices Act. Although State experience with ee 
laws is not such as to be a guide to reform of existing Federal law, 
comment from attorneys general of many States indicates awareness 
that improved solutions are genuinely needed and desired. Conse- 
quently, recommendations to Congress must be based on the problem 
as it affects that body even though no parallel or prototype can be 
found in State law. 

H 


LITIGATION CONCERNING ACTIVITY AT STATE LEVEL 


Despite the existence of legislative activity disclosure statutes and 
rules in a majority of the 48 States, there is no appreciable body of 
decisional law interpreting or applying such statutes. For back- 
ground purposes, we shall review briefly some of the State decisions. 

In State v. Crites,*° the Supreme Court of Missouri affirmed a lower 


® 209 S. W. 863 (1919). 
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court decision quashing an indictment which charged the defendant 
with violation of a State law prohibiting fee contracts contingent on 
the passage or defeat of legislation. The decision was based on the 
fact that the title of the then 12-year-old legislative activity disclosure 
statute was defective in that it contained no reference to contingent fee 
arrangements, contrary to the provisions of section 28, article 4, Mis- 
souri constitution, which provided: 


No bill * * * shall contain more than one subject, which 
shall be clearly expressed in its title. 


In Campbell v. Commonwealth," the court of appeals of Kentucky 
considered a criminal] statute which had been on the books for 13 years 
without construction or determination of constitutionality. The act 
required registration of legislative agents and prohibited them from 
engaging in certain practices. A conviction was reversed on the 
ground that the indictment was defective in that it failed to charge 
that defendant was registered, or came within the class of those 
required to register, under the act. In passing, the court stated the 
statute was constitutional. 

Violation of Kentucky’s lobbying statute was also charged in Com- 
monwealth v. Aetna Life Insurance Co#* A directed verdict for de- 
fendant was upheld by the court of appeals on the basis of failure of 
proof. The court thus had no occasion to pass on the constitutionality 
of the law. 

State v. Hoebel * upheld the constitutionality of a Wisconsin lobby- 
ist-regulation statute. It was an action to revoke defendant’s license 
as a lobbyist, and the defendant had contended that the law was so 
vague and uncertan that it constituted a denial of due process contrary 
to the Wisconsin and Federal Constitution. 

Another Wisconsin case, State v. Decker,** involved interpretation 
of the requirements of disclosure by the agent and by his principal. It 
was held that the Wisconsin statute did not require reporting by the 
agent of expenditures on his behalf by his principal, as there was a 
separate reporting requirement for the principal. 


I 


RELATIVE MERITS OF CRIMINAL AND CIVIL 
DISCLOSURE STATUTES 


Laws which deal primarily with face-to-face personal lobbying for 
compensation present a limited and clear-cut problem in which the 
ae involved can fairly be charged with ascertaining the law 

efore acting. It can be and is dealt with by criminal sanctions in 


most State laws. The committee continues the criminal penalty ap- 
proach to enforce disclosure in that aspect of lobbying. 

In other forms of attempting to influence legislation, however, the 
duty of reporting is not so well known or easily ascertained. It is 
true that the well established groups or highly organized campaigns 
will be well briefed on the subject, and for such persons reporting 


117 §. W. 2d 227 (1929). 

82 263 Ky. 803, 93 S. W. 2d 840 (1936). 

% 256 Wis. 549, 41 N. W. 2d 865 (1950). 
% 258 Wis. 177, 45 N. W. 2d 98 (1950). 
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duties might be enforced by the traditional and simpler processes of 
criminal law. For the most part the committee has found such 
groups anxious to comply with the law and concerned primarily 
with ascertaining their duty thereunder. However, it is not possible 
as a matter of ‘principle to separate them from the many citizen 
groups engaged in legislative activity through soliciting communica- 
tion with Congress, or advocating public support on legislative i issues, 
who are often ignorant of any reporting requirements. At times it 
will be a close question whether a substantial portion of such activity 
is intended to influence legislation. 

This committee is recommending that Congress continue to require 
disclosure in this field, but feels that successful enforcement will de- 

end on watchful administration and the use of civil remedies, 

herefore, the enforcement of reporting requirements by all persons 
other than persons employed or retained to influence legislation by 
direct communication is to be achieved through civil actions for man- 
datory injunctions. Should the court find a person obliged to report, 
its order would be enforceable as would any other decree in a civil 
action. Proceedings would be conducted by the Department of Jus- 
tice pursuant to official requests from the administrator. This may 
result. im cases where reporting is not enforced until the legisl: itive 
activity has terminated, and even, in some cases, noncompliance which 
is calculated in view of the relatively light consequences. These 
possibilities, are rendered less disturbing if it is realized that a great 
deal will have been accomplished if anything substantial can be done 
toward creating a better public understanding of the role and respon- 
sibilities in our political system of the pressure group. The commit- 


tee is optimistic enough to believe that persistent prodding through 
official notices and civil actions will continue the process of educating 
well begun under the existing law. 

In addition, the considerations set forth herein under Constitu- 
tional Aspects, at pages 61, 64, have led the committee to conclude 
that there is more merit in an approach which is primarily civil. 


J 


OPINIONS OF SOME EXPERTS REGARDING CERTAIN 
ASPECTS OF DISCLOSURE STATUTES 


The power and influence which organized groups can bring to bear 
upon the governmental process in the United States has | long been a 
source of interest to scholars. Such books as E. Pendleton Herring’s 
“Group Representation Before Congress” and David Truman’s “The 
Governmental Process,” and monographs such as that prepared by 
Donald C. Blaisdell, “Economic Power and Political Pr essure,” are 
illustrative of this interest, as are studies of the activities of pressure 
groups with relation to State legislation such as Dayton McKean’s 
“Pressures in the Legislature of New Jersey” and Belle Zeller’s “Pres- 
sure Politics in New York.” 

The nature of our system of government provides organized inter- 
ests with incentives and avenues by which to influence public policy. 
The right of these groups to organize to attain their purpose is recog- 
nized by all; the right to petition as guaranteed by the first amend- 
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ment is one of our most precious rights. But because of the increasing 
impact of organized groups and the complicated structure within 
which their influence 1s felt, it becomes increasingly important that 
they operate in the open so that their efforts can easily be identified. 

Thus, students of the problem have long been concerned with the 
necessity for developing procedures to avoid abuses of the right of 
petition while preserving that right. As individual States, beginning 
with Massachusetts in 1890, sought to impose the spotlight of publicity 
upon those seeking to influence legislative action, the literature treat- 
ing such activities at the national level increased and the demands for 
Federal legislation became more persistent. 

Much of this substantial body of literature has been examined by 
the special committee and its staff in the course of this study. To 
supplement these materials, the committee directed an inquiry to a 
number of scholars recognized as particularly knowledgeable in this 
area to obtain their views about some of the important policy decisions 
confronting the special committee in its deliberations. The question- 
naire and the replies thereto may be found at pages 596 to 611 of 
volume I of the printed hearings. 

The committee also heard testimony from a panel of experts in the 
legal and political science professions who have been concerned with 
the operation of the Federal Regulation of Lobbying Act. The panel 
was composed of Prof. Earl Latham of the department of political 
science, Amherst College; Prof. Frank Newman of the school of law 
of the University of California, Berkeley; Prof. Stanley S. Surrey of 
the school of law, Harvard University and Prof. David B. Truman of 
the department of public law and government, Columbia University. - 
The discussion of the panel before the committee may be found at 
pages 559 to 596, volume I, of the printed hearings. 

Examination of the relevant literature, review of the responses to 
questionnaires, the discussions of the panel of experts before the com- 
mittee, and committee studies, indicated that substantial agreement 
exists among individuals familiar with the operation of the present 
statute as to its major defects, as well as to suggestions for modifica- 
tion. Students of the subject agree that the problem is not one of 
restricting lobbying but rather of insuring that it is properly identi- 
fied. When the right of petition is exercised, Members of Congress 
owe it to themselves, and the integrity of the political process requires, 
that those who petition, as well as their principals, are known. 

Two of the most persistent and serious criticisms of the 1946 statute 
are that (1) no provisions are made for administering the act, and 
(2) the words “principal purpose” have been interpreted to mean 
main or primary purpose, thus negating the aims of the drafters. 
Unless corrective action is taken with respect to these two basic de- 
fects, all students of the subject agree that no effective statute is 
possible. 

With respect to administration, critics point out that the Secretary 
of the Senate and Clerk of the House act merely as depositories for 
the information provided by registrants. What is needed, it is urged, 
is an agency, preferably an arm of the Congress, to prepare and dis- 
tribute forms, develop an effective filing system, analyze the state- 
ments received, and compile summaries, as well as making the re- 
ports and information readily available to the public. Further, the 
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agency must be prepared to check the accuracy of statements filed as 
well as to investigate violations of the act and to instigate proceedings 
against recalcitrants where such action is necessary. The adminis- 
trator, experts declare, should make periodic reports to the Congress 
regarding the operation of the act and institute surveys designed to 
reveal ways in which its purpose could be more effectively imple- 
mented, and recommend possible revisions to Congress. 

The “principal purpose” interpretation is almost universally re- 
garded by adenin of the subject as erroneous and in conflict with 
the intent of the La Follette-Monroney committee. The provision 
however, has been seized upon by groups which most people would 
consider as being extremely influential in the area of legislative activ- 
ity, as an excuse for exemption from the act. Some of them have, on 
advice of counsel, refused to register and others, protesting that they 
are not engaged in lobbying and are not properly under the act, have 
registered more or less under protest. Scholars have generally urged 
that “substantial” or “significant” be substituted for “principal pur- 
pose” as a test of applicability, with administrative rulings provided 
to determine whether the statute is intended to encompass particular 
situations. 

Members of the panel who testified before the special committee 
recommended that the “substantial” or “significant” test be comple- 
mented by a stipulated expenditure requirement. If the sum ex- 
pended exceeds the established minimum, an individual or organiza- 
tion would be regarded as having a substantial investment in legis- 
lation. In that regard, panelists cautioned that substantial impact 
upon the legislative process is much more accurately measured in terms 
of dollar expenditure than in terms of a percentage of a particular 
organization’s budget. 

Many authorities have asserted that any change in the act should 
make clear an intention to include so-called indirect lobbying. 

In justifying such an extension, the growing importance of propa- 
ganda or public relations campaigns, constituting lobbying of the 
public on particular issues, often is cited. These endeavors fre- 
quently involve large financial outlays and professional skills and are 
designed to create the impression of wide public endorsement of a 
program rather than attempting to influence legislatures directly. 
Often organizations engaged in these indirect methods attempt to 
have their activities reported as news so that they come to the reader 
in regular news channels. They also frequently operate through other 
organizations. These facts, as Surrey stressed in the panel session, 
make vitally important the disclosure of the identity of Asan attempt- 
ing to form public opinion in that fashion, as well as disclosure of the 
financial means they possess. What may appear to be firm and over- 
whelming support for a particular view may be only a temporarily 
engineered support which may evaporate soon after the financial 
pressure is removed. Other efforts are, of course, more long range in 
nature, and more enduring. 

In recent years, considerable attention has been devoted to the ques- 
tion as to whether the Federal Regulation of Lobbying Act should 
be amended to require registration of those individuals and groups 
seeking to influence administrative decisions of Federal executive de- 
partments and agencies. Substantial support may be found for such 
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a requirement in the literature on the subject. While nearly all of 
the experts responding to the committee’s questionnaires viewed the 
problem as a serious one, about half of them cautioned that it was not 
a propitious time to incorporate such a provision in the lobbying act. 
Truman, Latham, and Oliver Garceau, for example, indicated either 
that the problems of application differ somewhat with respect to 
activities directed to the administrative branch than those primarily 
directed to the legislative, or urged that there was much to be said for 
fashioning a workable instrument to get full disclosure of lobbying 
in the usual sense as an important first step. 

Newman and Surrey would distinguish between (1) lobbying in- 
tended to enlist the support of administrative officers for a legislative 
program, and (2) lobbying aimed at administrative action (i, e., rule- 
making, adjudication, management). They would include the former 
in a new or amended act but exclude the latter. 

On the other hand Zeller, Galloway, and Dayton McKean believed 
that those attempting to influence administrative decisions of Federal 
administrative agencies should register. Zeller stated that because 
of the varied character of administrative agencies, it. would be advis- 
able to require each agency to establish its own reporting machinery, 
with the common requirement that the contents of these filed reports 
be given to Congress at regular periods. 

Much has been written as to the extent of disclosure which is neces- 
sary and desirable. Newman testified that he believed disclosure 
provisions might have to be extensive. To illustrate his point, he 
referred to the CIO California Industrial Council, whose legislative 
representative sent a letter to people to which was attached a return 
posteard stating: 


I hereby authorize the CIO State Council to act as my 
legislative secretary on any State and National legislation 
endorsed or opposed by CIO. I understand I will receive an 
original and carbon copy of my correspondence typed for 
me by the council. I will mail my original copy to my 
legislator. 


In Newman’s view, although this is “lazy citizenship” it is permis- 
sible, since each person sees the letter to be sent to his legislator and 
does not have to mail it unless he desires to do so. He argued, how- 
ever, that a good lobbying report form would require that copies of 
such form correspondence be attached to the report so that the origin 
could easily be identified. 

Other suggestions which have received the serious attention of 
scholars include (1) a prohibition of contingent fees to lobbyists, 
recommended by Zeller and others and generally endorsed; (2) a 
requirement that Government officials active with respect to legislation 
register, favored by Newman in testimony before this committee but 
regarded as unwise by his fellow panelists; (3) embracing within the 
reporting provisions of the law those now exempted because they 
come under the provisions of the Corrupt Practices Act; (4) the 
importance of insuring that persons engaged in lobbying, particularly 
of the indirect type, would not automatically lose their tax-exempt 
status as a result of being required to register under the provisions 
of a new statute; (5) a requirement that notice of termination of 

92693—57—_—-6 
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legislative representation be filed when applicable; (6) the grantin 
of a wide exemption to newspapers and other regularly ublished 
periodicals because of the importance of maintaining a free press 
and because newspapers differ from pamphlets, public relations and 
sponsored publicity in that they are easily identified. Such wide 
exemption was favored by the expert panel, which also felt that 
columnists and commentators should be given like immunity unless 
paid to perform a particular selling job; (7) application of civil 
penalties in addition to, or in place of, criminal sanctions; (8) the es- 
tablishment of a standard of ethics for lobbyists; and (9) empowering 
a legislative committee or administrator to act upon individual re- 
quests to lobby, issuing certificates to those whose requests were 
approved. 

In testimony before the special committee Newman opposed the 
last two of these suggestions on the basis of California’s experience. 
He felt that the provision in California law establishing an ethical 
standard for lobbyists had not been at all successful in accomplishing 
its objectives, and he termed certification as merely “dust in the public 
eye.” 

Other views of the panel of experts who testified are in the printed 
hearings (pp. 559-596). 


K 
THE S. 2308 QUESTIONNAIRE 


Prior research concerning legislative activity disclosure laws has 
been of considerable aid to the committee. Of particular value was 


a questionnaire prepared and sent to a number of persons by Senator 
John F, Kennedy in November of 1955, prior to the formation of this 
committee. At that time, Senator Kennedy was chairman of the 
reorganization subcommittee of the Senate Committee on Government 
Pe which is charged with a duty of continuing reevaluation 


of the Legislative Reorganization Act, of which the Federal Regula- 
tion of Lobbying Act is a part. Senator Kennedy requested data and 
opinions concerning lobbying statutes in general, and S. 2308, a bill 
to amend the Lobbying Act, which he had introduced June 7, 1955. 
The questionnaire was sent to a representative group of persons and 
organizations which filed reports under the Lobbying Act. The 
recipients almost without exception gave extended consideration to 
their replies. 

We have set forth here a summary of some aspects of the answers: *° 


Question 1. In your judgment is any worthwhile purpose served by 
requiring registration and reports by legislative agents? 


Those who answered “Yes” most frequently reasoned that (1) regis- 
tration prevents the disguising of interests, and (2) Members of 
Congress are entitled to such information. Additional comments 


% The names of the persons answering the questionnaire are set forth in the appendix, 
at p. 221. 
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included (1) registration gives a company the opportunity to check up 
on itself, and (2) registration is of great aid to newspapermen. 

Those answering “No” most often stressed the facts that (1) their 
views and.interests are well known, therefore the requirement is un- 
necessary, and (2) any such law can be evaded. Others objected to 
(1) the undue burden of the registration requirement, and (2) the 
stigma attached to the word “lobbyist. ” One firm suggested that 
registration prevents many organizations from sharing their views 
with Congressmen. 

Those with no opinion commented that (1) lobbying has not been 
properly defined, and (2) the question should properly be addressed 
to Congress. 


Question 2. Has the fact that there is a statute requiring registration 
and reports on lobbying activities inhibited or otherwise affected 
your activities? 


We@o uti Le ai eet Ble id all ed alee eS 
No 


Four who answered “No” added the qualifying remark that, a great 
deal of excessive cost and time were spent in preparing the forms. 

Of those who answered “Yes” two gave the same reason stated above. 
In dealing with the other positive opinions, the names of the firms 
may be pertinent. 

1. American Institute of Accountants (John L. Carey, executive 
director) : “It is difficult to discern which portions of our activity can 
properly be termed ‘lobbying.’ ” 

2. Chamber of Commerce of the United States (William B. Barton, 
general counsel) : “Any law which imposes criminal sanctions in an 
area of expression of opinion inhibits the exercise of right of speech 
and expression.’ 

3. Committee For Return of Confiscated German and Japanese 
P roperty (James Finucane, executive secretary) : “The act makes it 
more difficult for committees like ours to raise money because contribu- 
tors don’t like publicity.” 

4. National Economic Council, Inc. (Merwin K. Hart, president) : 
“Those who have opposing views have had access to names of our 
financial supporters and have intimidated them.” 


Question 3. Please list the specific methods you use in your attempts 
to influence the passage or defeat of legislation. 


The following recurred frequently : 


Direct contact with Senators and Congressman 

Testimony before congressional committees 

Contact with members suggesting that they contact their Con- 
gressmen 

Printed matter: Bulletins, newsletters, press releases, etc 

Material furnished upon request from Congressmen 

Meetings on local level to discuss issues__...ci...........-____ 


Several organizations explained the policy-formation process within 
their group. ~ Many were careful to mention that they always made it 


clear whom they were representing and what their special interests 
were. 
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Question 4. What objections, if any, do you have to the forms pres: 
ently pa to be completed and filed by registered lobbyists? 


eth MSIE ded Coe l SOUUL  e 20 
Objections: 
. File annual or semiannual reports instead of quarterly reports__ 10 


4 
4 


2. Eliminate notary requirement 
3. Give more than 10 days for filing after close of calendar 
. Do not ask trade associations for individual member’s dues; in- 
stead require only statement of income source and assessment 
formula used 
. Eliminate necessity of filing five copies at once 
. Require subsequent forms only if there has been a change in 
status or activities 
. Méduce format to letter size................-.... vee eses eon Saba 
. Forms too long and complicated 
. Forms vague and confusing 
. Forms costly, troublesome, and burdensome 
. Require no financial information in annual report, but have 
separate financial report for each congressional session due 
November 15, to be published in first Congressional Record of 
next session 
. Publish reports in House or Senate document, or bound supple- 


. Independent citizens association should not be required to dis- 
close salary payments to individuals___..._._._.._--_-.___-_-~- 
. The same forms should not be used by indiv iduals whose lobby- 
ing activities are incidental to their main purpose 
5. The law does not require a prescribed form; therefore the forms 
should be used as a suggestion only____-_---__-_.-_._.-___ 
. Examine experiences of Maryland and California with such re- 
ORUITWRNIED oo io lo ibe) iinet ds 
. All detailed instructions and notes should be removed. Precise 
definitions should be printed in separate pamphlet which 
would explain exactly what is required 
. Do not require registrant’s position on specific bills__._.__.__.._-- 
9. Use alternate simplified form to be available for use of nonprofit 
RII Se ee i se 
. Forms are made out for special interest groups rather than an 
organization advancing certain general views__......._.___- 
21. Lobbyists should not be required to state specifically which leg- 
islative acts they may favor 
22. Forms are inconsistent with section 305 (a) (4) which calls for 
reporting of $10 expenditures on calendar-year basis. Form 
calls for same information on quarterly basis 
. List of those who support or oppose legislation should be avail- 
able only to Congress, not to others for use as a black list___ 
. Numbers of items requested are inappropriate in light of Harriss 
decision by Supreme Court—Example: Items C3, D3 and 4, 
1 
25. It is impossible to comply with D13 and 14 since members do not 
make contributions specifically for lobbying purposes________ 3 


Question 5. Question 5 concerned itself with the specific language of 
S. 2308 and is therefore not printed here. 


Question 6. Are there any groups or classes of people not presently 
covered by the act, who, in your opinion should be included within 
its coverage? Are there any presently included who should be 


excluded ? 


35 
20 
25 
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Those who answered “Yes” specified the following: 1 . 
1. Permit consolidated report from an organization and its legis- 
lative assistant. (Mentioned four times.) 

2. Members of the executive branch who lobby should be required 
to register and report expenditures on legislative activities. (Men- 
tioned 15 times. ) , 

3. Law should be tightened to require representatives of trade jour- 
nals to register. 

4. Attorneys at law, admitted to practice in the highest court of any 
State or Territory or in the United States Supreme Court should be 
excluded from all but registration provisions. say 

5. Tax-exempt religious, educational, and charitable organizations 
should not be excluded * * * they often engage in lobbying activi- 
ties, especially the veterans organizations. ‘ 

6. Long-standing and well-known trade associations should register 
but not report. Registration would serve for identification purposes 
only. (Four mentioned this.) ; 

7. Trade associations not engaged in legislative activities as a prin- 
cival function should be excluded. 

8. Senators and Congressmen who are defeated for reelection or 
retire of their own volition should be barred for 2 years from any 
\obbying activities. 

9. Individuals who spend less than 10 percent of their time engaged 
in legislative matters should be exempted. 

10. Organizations which spend less than $1,000 in any calendar 
quarter should be exempted. 


L 
CONTINGENT-FEE LOBBYING 


Some of the persons who have registered under the Federal Regula- 
tion of Lobbying Act have indicated in their filings that their compen- 
sation was to be contingent on the success or failure of their efforts to 
influence legislation. Such arrangements are not uncommon in the pri- 
vate practice of law. Indeed, the majority of negligence actions are 
probably handled on this basis by plaintiffs’ counsel. It has been 
asserted, however, that different considerations prevail in the area 
of attempting to influence legislation. State lobbying statutes re- 
flect this attitude, and such contingent fee arrangements are pro- 
hibited by the lobbying laws of many States. In an early case the 
Supreme Court of the United States refused to sanction such arrange- 
ments (7'rist v. Child, 21 Wallace 441 (1874) ). 

At first blush, there is an emotional appeal to the argument that 
“public policy” prohibits contingent-fee lobbying arrangements. 
However, it appears to us more desirable to proscribe pernicious activ- 
ities on the basis of what they are and not on the basis of when and 
how payment for them is made. Undesirable practices in attempts 
to influence re should not be less undesirable if the lobbyist’s 


principal is affluent enough to pay for the services regardless of the 
outcome of the legislative campaign. 
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The most serious argument against such a prohibition is that it 
will, in some cases, deprive the indigent of redress. One response to 
the S. 2308 questionnaire stated the proposition succinctly : 


I doubt the advisability of [a prohibition against con- 
tingent fee lobbying], as I can conceive of cases where peo- 
ple have altogether legitimate cases (say, a private bill) 
which, unless ‘presented by an experienced lawyer, would 
wither for want of stimulation. If the claimant were one 
in impoverished or in barely modest circumstances, he would 
be unable to afford representation on a retainer basis and 
would have to be dependent on an attorney who would take 
his chances on payment based on success. To such a claim- 
ant, a contingent arrangement is the only possible way his 
case can best be presented and to outlaw contingency lobby- 
ing contracts would be to block any effort such a claimant 
could have to seek relief. Obviously, the prohibition of 
such contingency would work a hardship upon the claimant. 


On close study, the committee concluded that existing statutes relat- 
ing to bribery, coupled with the disclosure provisions recommended 
herein, should provide adequate protection for the Congress, 

The committee has, therefore, not included any prohibition on con- 
tingent-fee lobbying in its recommended statute. 


M 
SPURIOUS TELEGRAM CAMPAIGNS 


The committee held public hearings, previously described, concern- 
ing two unrelated campaigns in which telegrams in bulk, wholly un- 
authorized, were sent to certain Members of the Senate in attempts to 
influence legislation. One campaign related to the Harris-Fulbright 
bill passed by the 84th Congress; the second to the social security bill 
passed by the same Congress (pp. 57-59). 

Unauthorized telegram barrages are not new in the field of influenc- 
ing legislation. More than a ‘generation ago, for example, certain 
utility interests caused over 30,000 telegrams to be sent to Congress on 
the Holding Company Act, almost invariably without the consent of 
the purported senders, and paid for by the utility interests in question 
(hearings, U. S. Senate Special Committee to Investigate Lobbying 
Activities (Black committee), 74th Cong., 1st and 2d sess., 75th Cong., 
3d sess., pp. 1014, 1015). 

Members of the Congress, from long experience, can often detect 
the hand of a lobbyist when it is guiding a telegram barrage. The 
reprehensibility of such campaigns ‘of calculated attempted deception 
is beyond question. The practice is doubly dangerous when the name 
forged to the telegram is that of a person personally known to the 
Member of Congress, and whose judgment the member trusts. In such 
a case, a member might be deceived as to the effect of a bill, and his 
judgment might be erroneous because of the fraud perpetrated. 

Practices like these which pollute the stream of our legislative proc- 
esses must be eliminated. The committee has therefore included a 
section in its bill which makes it a felony for anyone to transmit, utter 
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or publish to a Member of Congress any communication known by him 
to be false, forged, counterfeit or fictitious (sec. 311). 


N 


TAX CONSIDERATIONS APPLICABLE TO LEGISLATIVE 
ACTIVITIES DISCLOSURE LAWS 


Taxes play an important part in the life of any individual or organi- 
zation. ‘Tax considerations are of critical importance to most persons 
who seek to influence legislation, and yet surprisingly little has been 
written or said on the subject. A brief consideration of the problem is 
set forth here, supplemented by a staff memorandum which appears in 
the appendix at pages 223-237. 

The most significant tax problems arise out of two situations: 

(1) Some organizations which seek to influence legislation are 
tax exempt, and 

(2) A taxpayer may desire to deduct, as a business expense or 
as a contribution, sums of money paid to a group which interests 
itself in legislation. 


1. TAX EXEMPT ORGANIZATIONS 

























As a matter of public policy, certain classes of organizations have 
been granted tax-exempt status as to their income. These types of or- 
ganizations are specified in section 501 of the Internal Revenue Code 
(1954) and include: 


(3) Corporations, and any community chest, fund, or foun- 
dation, organized and operated exclusively for religious, . 
charitable, scientific, testing for public safety, literary, or edu- 
cational purposes, or for the prevention of cruelty to children 
or animals, no part of the net earnings of which inures to the 
benefit of any private shareholder or individual, no substan- 
tial part of the activities of which is carrying on propaganda, 
or otherwise attempting to influence legislation, and which 
does not participate in, or intervene in (including the pub- 
lishing or distributing of statements), any political campaign 
on pena of any candidate for public office. [Emphasis sup- 
plied. 


2. TAX DEDUCTIBILITY STATUS 





1. Asacontribution 


Taxpayers, individual and corporate, may deduct. contributions 
made to organizations having tax deductibility status. Section 170 
of the Internal Revenue Code (1954) provides: 


CHARITABLE, ETC., CONTRIBUTIONS AND GIFTS 


(a) Allowance of deduction.— 


(1) General rule.—There shall be allowed as a deduc- 
tion any charitable contribution (as defined in -sub- 
section (c) payment of which is made within the tax- 
able year * * * 
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(c) Charitable contribution defined.—For purpose of this 
section, the term “charitable contribution” means a contribu- 
tion or gift to or for the use of— * * * 


(2) A corporation, trust, or community chest, * * * 
(B) organized and operated exclusively for reli- 
gious, charitable, scientific, literary, or educational 
purposes or for the prevention of cruelty to children 
or animals * * * 
_ (D) no substantial part of the activities of which 
is carrying on propaganda, or otherwise attempting, 
to influence legislation. 


2. Asa trade or business expense 

Among the itemized deductions for individual and corporate tax- 
payers is that provided for by title 26 United States Code Annotated, 
section 162 (a), which reads in part as follows: 


(a) Jn general.—There shall be allowed as a deduction all 
the ordinary and necessary expenses paid or incurred during 
the taxable year in carrying on any trade or business, * * * 


In its preliminary investigation the committee found that, to a 
considerable extent, organizations which had attempted to influence 
Congress on the natural gas bill either had listed or planned to list 
such expenditures as a tax-deductible business expense. The tax- 
payers were to pay for the privilege of being lobbied, according to 
the plans of the oil lobby when our investigation started. This was 
true both as to groups which supported the Harris-Fulbright bill and 
groups which opposed it. As the committee began to direct its ques- 
tions to this subject in public hearings, the plans changed. Some com- 
panies which had in interviews stated that they intended to deduct 
contributions testified that they planned not to claim such expenses 
as deductions. It is clear that vigilance and alertness must be exer- 
cised by the Bureau of Internal Revenue to save the taxpayers from 
bearing the cost of lobbying. 

The actions of contributors to the Natural Gas and Oil Resources 
Committee are a good example of the need for close attention by the 
Treasury Department to this question. Officials of several companies 
testified that they charged contributions to NGO as a business expense 
for tax purposes. The government would have lost the taxes on al- 
most $2 million if all contributors had claimed the deduction. The 
committee, however, sent the transcript of its hearings concerning 
NGO to the Treasury Department, together with a request that it 
consider the deductibility of the contributions. The Bureau of In- 
ternal Revenue has advised the committee that the field officers of the 
Bureau have been instructed to disallow such contributions, which 
could result in ultimate collection of approximately $1 million in 
additional taxes. 

Also worthy of special attention by the Bureau of Internal Revenue 
are newspaper and magazine advertisements by varied interests which 
do not expressly support or oppose legislation but tend to accomplish 
the same result indirectly by subtle means, the cost of which is also 
treated as a business expense. 
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O 


DISCUSSION OF THE COMMITTEE’S PROPOSED LEGIS- 
LATIVE ACTIVITIES DISCLOSURE ACT 


A consideration of some of the factors which guided the committee 
in its drafting of a proposed statute to amend the existing Federal 
Regulation of Lobbying Act will aid the reader in understanding the 
committee’s intent concerning particular sections of the act. 

Later in this report the committee has set forth the text of pcos 
amendments to replace the existing Federal Regulation of Lobbying 
Act. All of the provisions of the committee’s proposed law are lim- 
ited in their application to difect communications with the Con- 
gress, or to specific requests for such communications, except for 
section 306 (e). That subdivision of the proposed bill is intended to 
cover the situation where the request for direct communication is 
implicit rather than explicit. Subdivision (e) is not criminal, but 
creates a civil duty for persons who expend substantial sums of money 
to influence Congress indirectly. If their activity is so substantial 
that it involves the expenditure of $50,000 or more in a 12-month 
period, they must supply Congress with a modicum of information 
concerning their efforts to influence legislation. 

The committee’s investigation of attempts to influence the passage 
or defeat of the natural gas bill revealed that most of the money spent 
was expended in the form of advertising, printing, and public rela- 
tions programs. Salaries, office cian and direct contact of mem- 


bers of Congress, while significant, were secondary in importance. 


Similarly, prior studies have reached the same conclusions. Thus, 
most of the effort is in an area where it is difficult for Congress to 
assess the pressures which have been brought to bear. Consideration 
of several examples will serve to clarify this point. 

When a Congressman is visited in person a someone representing 
a special interest group, the mere identification of the visitor is some 
indication of whom he represents—Mr. X of the Y union, or the Z 
manufacturers association. Also, when the communication is by 
letter or telegram the identification of the sender, if accurate, is of 
value to the Congressman in deciding where the public interest lies. 

When the direct communication is not made by the interest group 
itself, a more complicated situation exists. If a member of Congress 
receives several hundred authentic letters or wires opposing a particu- 
lar bill, he knows that those writing were sufficiently interested to 
communicate with him, and this indicates opinion on the part of some 
of the people he is trying to represent. But what of those who favored 
the bill? If the interest of the opponents has been aroused by the 
expenditure of large sums of money for newspaper, radio and tele- 
vision advertisements which impliedly seek “a letter to your Con- 
gressman,” if no similar appeals have been made on the other side of 
the legislative issue, and if he knows of the expenditure for the adver- 
tising, the Congressman can better evaluate the true feeling of his 
constituency. Similarly, it is helpful to Congress to know of the 
existence of widespread public relations campaigns which are calcu- 
lated to produce direct communications, but do not specifically call 
for such communications. 
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In drafting the proposed new Legislative Activities Disclosure 
Act, it has been the committee’s aim to encompass this type of indirect 
pressure. These are the sort of “artificially stimulated letterwriting 
campaigns” referred to in Chief Justice Warren’s opinion upholding 
the constitutionality of the existing Federal Regulation of Lobbying 
Act in United States v. Harriss.*° 

In that case, in describing the prerequisites to coverage under the 
Federal Regulation of Lobbying Act the opinion stated: 


the intended method of accomplishing [the passage or defeat 
of legislation] must have been through direct communica- 
tion with Members of Congress. 


It should be noted that the test is one of intent, and does not require 
that an activity must specifically include the words “write your Con- 
gressman” before it is covered by the existing law. 

It is the intention of the committee to include within the proposed 
law efforts where the request for direct communication is implicit 
as well as when the request is explicit. 

Such pressures can and should be subject to some disclosure provi- 
sions along the lines suggested in the committee’s proposed Legisla- 
tive Activities Disclosure Act. They can be subject to disclosure 
without encompassing the broad general efforts to persuade the pub- 
lic which were described in Mr. Justice Frankfurter’s opinion in UV. 8. 
v. Rumely,” as “efforts of private individuals to influence public opin- 
ion through books and periodicals, however remote the radiations of 
influence which they may exert upon the ultimate legislative process.” 
Nor is it the intention of the committee’s proposed law to encompass 
what have been described as attempts “to saturate the thinking of the 
community.” The committee’s bill, therefore, is limited in scope to 
efforts made relating to pending legislation, and efforts, a substantial 

ortion of which are intended, designed or calculated to influence 
egislation. 

The tests employed are similar to those proposed by the Bureau of 
Internal Revenue for use in determining activities proscribed for 
organizations which have tax exemption under section 501 of the In- 
ternal Revenue Code.* 

Furthermore, a substantial amount of money must be expended in 
a 12-month period—$50,000—before any filing is required. The com- 
mittee thus intends to cover only those large campaigns, which, if not 
the subject of disclosure requirements, might cause the Congress to 
misgage public sentiment on pending legislation. 

The committee subscribes to the view that the spotlight of publicity 
is the cure for most evils associated with legislative activities. In the 
language of Justice Brandeis, “Sunlight is said to be the best of 
disinfectants ; electric light the most efficient policeman” (From “Other 
People’s Money, etc.”). 


1. TITLE OR POPULAR NAME OF LAW 


We propose that the existing Federal Regulation of Lobbying 
Act be replaced by the Legislative Activities Disclosure Act. For 


% Discussed at pp. 60—62 of this report. 

87 345 U. S. 41, 97 L. Ed. 770, sec. 543 (1953). 

% See separate consideration of the tax question at pp. 81-82 and the staff memorandum 
discussing the tax question in detail, set forth in the appendix at pp. 223-237. 
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purposes of comparison, the text of the existing law is set forth 
in the appendix to this report at page 177. In addition a chart has 
been prepared comparing the existing law with the committee’s rec- 
ommended bill. The chart appears at pages 103-105 herein. We 
would change the title, as well as the contents, for several reasons: 

(a) Our proposed law is not designed to “regulate.” Its primary 
aim is merely disclosure in the public interest. A secondary aim is the 
outright prohibition of certain pernicious practices. 

( by Neither the current law nor the recommended law uses the word 
“lobbying” in the body of the statute. 

(c) The term “lobbying” has always had sinister connotations in 
the minds of the public, and therefore induces reluctance on the part 
of individuals and organizations to exercise their constitutional rights. 

(d) The term “lobbying” was given a very restricted meaning in 
United States v. Rumely® as “representations made directly to the 
Congress, its Members, or its committees.” [Emphasis supplied. ] 


2. REPORTING PROVISIONS 


The basic coverage of the act is determined by section 306, which 
sets forth the “applicability of reporting and record-keeping require- 
ments.” It requires that records be kept and reports made by— 

1. Legislative agents; 

2. Their employers if $300 or more is spent in a calendar 
quarter ; 

3. Persons with legislative and nonlegislative duties if they 
received $300 or more in a calendar quarter for their legislative 


activities (exclusive of personal traveling expenses) ; 
4. Persons who conduct campaigns specifically urging others 
to communicate with Congress in order to influence legislation ; 
5. Persons who conduct large campaigns which implicitly urge 
others to communicate with Congress to influence legislation. 
All of the above are subject to the exemptions contained in the act. 


3. NOTICE OF REPRESENTATION 


Attorneys sometimes use a written instrument known as a notice of 
appearance. It is merely their way of notifying the court, the op- 
posing party and his attorney, and the public, that the attorney repre- 
sents a certain client concerning some specific litigation. The 
desirability of such a device in the field of legislative representation 
is recognized by its inclusion in many State laws, as well as in the 
existing Federal law. 

The S. 2308 questionnaire dealt with the question of possible ob- 
jections to a registration requirement, which is not dissimilar from a 
notice of representation. 

The committee has decided that such a notification to Congress is 
desirable. Under existing law provision is made for such notification 
before activity is begun by the person who seeks to influence Con- 
gress on legislation. A similar provision is included in the commit- 
tee’s proposed bill. 


#345 U. 8. 41, 47 (1953). 
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4. ADMINISTRATION 


There has been widespread agreement that a reporting statute which 
concerns itself with legislative pressures would be more effective if 
some specific agency were charged with administration of the law. 
Under the Federal Regulation of Lobbying Act the reports and regis- 
trations are filed with the Secretary of the Senate and the Clerk of 
the House. These offices are mere depositories for the filings, however. 

Since the passage of the Federal Regulation of Lobbying Act, all 
of the persons who have held the offices of Secretary of the Senate and 
Clerk of the House have consistently acted on the premise that their 
duties under the act were limited to receiving reports, and compiling 
them for printing in the Congressional Record. Thus, they = not 
advise persons to file or not to file, nor do they check on those who file 
one or more times and then cease filing. Furthermore, they do not 
even check the information filed to look for obvious omissions, internal 
contradictions, etc. There is no record of their ever having sought 
investigation of the activities of any person suspected of violating 
the Lobbying Act. 

Among the suggestions as to administration is the Department of 
Justice which is, of course, responsible for the prosecution of all 
violations of the present law and would be responsible for all civil 
and criminal litigation under the recommendations of this committee. 

The committee had as one of its witnesses the Honorable Jacob K. 
Javits, United States Senator from New York. Based on his experi- 
ences as a former Member of the House of Representatives and as 
attorney general of the State of New York, Senator Javits 
emphasized : 

(1) The importance of administration by a “central agency or per- 
son” to insure compliance with the law, “not so much to prosecute 
people or send them to jail or fine them, but to get after it and see 
that it is done,” and 

(2) To see that “the most possible information be filed at the most 
appropriate time and with the greatest public accessibility” (1227- 
1229). 

The Comptroller General of the United States, Hon. Joseph 
Campbell, testified before the committee as follows: 


With respect to the Lobbying Act, I can see where our 
Office, set up as it is with our regional offices and our legal 
staff which is a peculiarly able staff in the sense of its having 
governmentwide knowledge, and with our accounting and 
auditing personnel, would be in a position to take on the 
administration of the act. I think we could do an able job 
of it. 

* * * T think that we can, and I do not think that it would 
upset our organization particularly to absorb this job into our 
setup (1218). 


The committee recognizes that the Comptroller General, designated 
as the administrator in the committee’s proposals, will be given a diffi- 
cult task, since it will be up to him to recommend court action to 
enforce compliance with the act. Activities covered by section 306 (e) 
will probably offer the most difficulty, as these are the activities where 
the request for direct communication is frequently implicit rather 
than explicit. 
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The committee recognizes that what is normally regarded as educa- 
tional material will not be a part of campaigns to influence legislation. 
The fair presentation of factual material rather than mere opinion is 
a criterion of true educational material. ‘The failure to include 
pertinent factual material which would permit the reader or listener 
to reach independent and informed conclusions, on the other hand, is 
an indication of an intent to accomplish some purpose other than 
education. Similarly, the presentation of but one side of an issue 
which is the subject of legislation is an indication of a desire to 
influence rather than to educate, even if the presentation is strictly 
factual. : 

An example of a type of activity over which the Administrator 
should maintain surveillance is contained in the testimony of Natural 
Gas and Oil Resources Committee. Some 3,000 employees of oil 
companies, while performing their regular duties, also assisted NGO 
in its campaign at no charge to NGO. ‘The oil companies were pre- 
sumably deducting salaries and wages paid to these employees in full 
as business expenses. 

Another such example is contained in the hearing on the Council of 
Local Gas Companies. Two of the agents of the council, Frazier and 
Himsworth, registered but did not state the amount of compensation 
because it was not received from their principal, the Council of Local 
Gas Companies, but rather from the Brooklyn Union Gas Co. and the 
Philadelphia Gas Works. These corporations were the employers of 
these agents prior to and following their legislative activities on the 
Harris-Fulbright bill, and the agents’ service were loaned to the 
council during the period that the council was active in attempting to 
defeat the bill. The agents were referred to as “volunteers.” 

In addition, the same hearing, and the Lobbying Act filings of the 
council, indicate that the services of approximately a half dozen other 
“volunteers” were made available to the council by their employers 
who were local public utilities which were members of the council. 
The Lobbying Act filings of the council did not reflect the dollar value 
of the contributed services, although it would appear that the present 
Lobbying Act requires such disclosure. 

Another advantage of administration as proposed is that it pro- 
vides, for the first time, a means by which an objective determi- 
nation of coverage can be made without a criminal prosecution. 
Persons subject to the existing Federal Regulation of Lobbying 
Act are subject to a criminal statute, and act under the peril of 
fine or imprisonment when they decide whether or not a particular 
activity is subject to the Lobbying Act. The civil approach used in 
the committee’s statute removes this threat as to most activities de- 
signed to influence legislation. 

As a part of its general administration of the Legislative Activities 
Disclosure Act, it is recommended that the General Accounting Office 
take the following steps: 

1. Maintain records of appearances of representatives of or- 
ganizations before congressional committees. 

2. Establish appropriate liaison with congressional committees 

and Members of Congress, and arrange to be furnished with rep- 

resentative pamphlets, leaflets, booklets, etc., which appear to be 
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part of large, nationwide campaigns to influence legislation which 
might come within the coverage of section 306 (e) of the act. 


5. DE MINIMIS EXEMPTION 


The expression “de minimis non curat lex”—the law is not concerned 
with trifles—is of significance in any consideration of the establish- 
ment of a minimum cutoff peint for contributions and expenditures 
which must be reported. In a recent important campaign expendi- 
tures case, United States v. Painters Local,” the United States Court 
of Appeals, Second Circuit, referred to a political advertisement 
costing $111.14 and a radio broadcast costing $32.50 as “trifling ex- 
penditures.” There have been other decisions which were based 
squarely on the de minimis doctrine.* 

The committee has noted that much of the difficulty under the exist- 
ing Federal Regulation of Lobbying Act has stemmed from the fact 
that the “pr incipal purpose” test is used, rather than any specific dollar 
amount. In accordance with the de minimis principle, and a desire to 
clarify coverage, the committee’s recommended Legislative Activities 
Disclosure Act predicates applicability on the receipt or expenditure 
of specified sums of money, or, in one instance, contact with a specific 
number of persons in an effort to influence legislation. 


6. INFLUENCING CONGRESS VIA THE EXECUTIVE BRANCH 


Persons attempting to influence Congress on legislation have long 
recognized that the executive branch constitutes a valuable ally in 
achieving legislative aims. Our recommended statute is drafted to 
cover attempts to influence Congress via the executive branch. Sec- 
tion 302 (g) thereof defines “direct communication” to include all 
means of direct address to an agency or department of the Federal 
Government. 

This definition will not bring within the act lobbying before execu- 
tive agencies intended solely to obtain a favorable administrative de- 
cision “by the agency. It will, rather, merely cover the person who 
attempts to influence Congress by having administrative agencies 
come to Congress asking action, rather than the pressure group > itself. 
Examples of this type of activity can be found in the committee’s 
hearings concerning legislative activities on the sugar bill of 1956. 


7. LESSENING THE BURDEN OF COMPLIANCE 


The committee has taken several steps which will permit the burden 
of compliance to be lessened without impairing the effectiveness of the 
act : 

(a) Fewer copies need be filed. 

(6) One place of filing is provided for, rather than two. 
(c) Statements need not be notarized. 

(d) Fewer reports are required each year. 


(a) At one time, a person w ishing to comply with the requirements 
of sections 305 and 308 of the existing act was required to file 10 forms 


#172 F. 2d 854 (C. A. 2d, 1949). 

“ Bristol-Myers Co. v. Lit, 336 Pa. 81, 6 A. 2d 848, 848 (1939) : United States v. Hocking 
Valley Ry. Co., 194 F. 234, 249, 250 (N. D. Ohio, 1911) ; see, also, Futor, An Analysis of 
the Federal Lobbying Act, 10 Fed. B. J. 336 (1949). 
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for the first calendar quarter in which he was active (Form B: Regis- 
tration With the Secretary of the Senate; Form B: Registration With 
the Clerk of the House; Form C: Quarterly Report With the Secre- 
tary of the Senate; Form C: Quarterly Report With the Clerk of the 
House; and Form A: Quarterly Report With the Clerk of the House; 
each in duplicate. The forms B and C issued by the Clerk and Secre- 
tary were not identical.) Thereafter, in each calendar quarter, to 
comply with the 2 sections, 6 forms would be filed (form A with the 
Clerk of the House, form C with the Clerk of the House, and form C 
with the Secretary of the Senate, all in duplicate). The form issued 
jointly by the Clerk and Secretary (March 31, 1950) and a subsequent 
modification thereof now in use reduced the burden insofar as the 
number of statements was concerned. A single form accomplished 
both registration and compliance with sections 305 and 308. 

At present, this form prescribes that 5 copies must be filed to 
register, and 5 copies each quarter thereafter so long as activity con- 
tinues (in each case 3 with the Clerk of the House and 2 with the 
Secretary of the Senate). This requirement was designed to permit 
public inspection of the filings immediately after they had been re- 
ceived, when the Clerk and Secretary would also be preparing a set 
of the reports for printing in the Congressional Record, The fifth 
copy was intended to permit the Clerk of the House to furnish copies 
immediately to the Justice Department. (See H. Rept. 3239, 81st 
Cong., 2d sess., p. 33.) Section 313 of this committee’s recommended 
bill would permit the Administrator to retain, in lieu of statements 
filed under the act, reproductions thereof made by microphotographic 
process. If the statements are microfilmed promptly on receipt, only 
an original need be required to be filed, and the needed copies for in- 
spection by the press and public, and by law enforcement agencies, 
can be microfilmed copies. In addition, the original need not be 
handed out for public inspection, which could conceivably result in 
alteration of, or tampering with, statements after filing. 

(6) Under the existing dual reporting system (Secretary of the 
Senate and Clerk of the House}? inspection of both repositories is nec- 
essary to complete a search for filings. This is so because from time to 
time some persons, contrary to the provisions of the act, file in one place 
only. On other occasions, persons file their reports with 1 repository 
at 1 time, and with the other repository at a later date. A member of 
the press, for example, who is about to file a story to the effect that 
X group has not filed its quarterly report as required by law, is well 
advised to check both repositories at present. Such an abundance of 
caution should be unnecessary, and such minor but bothersome diffi- 
culties are eliminated by the one central repository recommended by 
this committee. 

(c) The present Lobbying Act requires that: 


All reports and statements required under this title 
shall be made under oath, before an officer authorized by 
law to administer oaths (sec. 309, 2 U. S. C., sec. 268). 


The burden involved in having five copies of a quarterly report nota- 
rized separately is not unbearable, but it is unnecessary, in view of 
the provisions of title 18, United States Code, section 1001, and the 
holding of the United States Supreme Court in UJ. 8S. v. Bram- 
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blett. Furthermore, our recommended statute contains a specific 
false statement provision (sec. 310), and the reports therefore need 
only be signed and submitted unnotarized, as is the current practice 
with income tax returns. The psychological value of a provision 
a notarization can be met, if deemed necessary by the Admin- 
istrator, by including in the forms issued by him the text of the penalty 
section of our recommended statute, or some appropriate paraphrase 
thereof. 

(d) The present law requires that reports be filed quarterly. We 
recommend a 25-percent decrease in the number of reports by making 
them 3 times a year rather than 4. The choice of filing dates made 
(no later than the 10th day of April, July, and January) is such that 
the Congress will still have as complete a picture as at present. The 
existing report filed at the end of the third quarter does not have the 
same utility as reports for other quarters, for only rarely is the Con- 
— in session during the fourth quarter of the year. Before legis- 
ative issues which are the subject of such reports come up for floor 
consideration, therefore, in normal circumstances the reports for the 
entire previous year are available. 

In recognition of this fact, we recommend that reports be filed at 
the end of the first and second quarter of the year, and then at the 
end of the entire year. The final report is to be cumulative in nature 
and cover activities for the whole year. 


8. CONSOLIDATION OF REPORTS 


Section 307 of the committee’s recommended bill allows the Admin- 
istrator, in his discretion, to permit joint reports by persons subject to 
the act. 

In some cases, individuals who are subject to the act do not, in the 
normal course of business, maintain for themselves the records of their 
receipts and expenditures to be reported under the existing law. 
Rather, they receive sums of money from time to time from their 
principal, and submit vouchers or other statements of funds expended. 

hus, when their report is to be prepared, they look to their principal 
for the necessary records. This is consonant with normal business 
practice and in the absence of any attempt to evade the statute, does 
not appear, per se, to constitute violation of the recordkeeping re- 
quirements of the law. It could be asserted, rather, that the eaintoyes 
is maintaining the records as agent of the employee as to this aspect 
of their relationship. 

If the principal were permitted to include in the report, properly 
identified, receipts and expenditures by the agent, the aim of dis- 
closure would be achieved, and the reporting burden would be lessened. 


9. RECORDKEEPING 


The recordkeeping requirements of the existing law have been 
modified, lessening the burden on persons subject to the act, without 
lessening the effectiveness. Section 303 of the existing law requires 
that “* * * a receipted bill, stating the particulars [be obtained and 


42348 U. S. 503, 99 L. Ed. 594, 75 S. Ct. 504 (1955). 
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kept] for every expenditure * * * exceeding $10 in amount * * *.” 

We recommend modification of these requirements as follows: 

a. Raising the dollar amount to $50, to lessen the burden of keeping 
an exact account of petty cash and other expenditures of insignificant 
amounts. 

b. Permitting (in lieu of receipted bills) the retention of canceled 
checks which, together with the stub entries, could constitute com- 
pliance with the combined requirements of sections 308 (a) and (c) 
of the proposed new law. 

Existing law requires retention of “detailed and exact” records of 
all contributions of $500 or more. Our recommended statute lowers 
this figure to $100. 

Both types of records above referred to must be retained for 2 years, 
as under the existing law. 


10. NOTICE OF TERMINATION 


Critics of the existing law have noted that it contains no specific 
provision providing for the termination of registrations. Of 
course, when a person has registered and thereafter fails to file a 
quarterly report as required by section 308 (2 U. S. C., sec. 267), it 
may be assumed that such person has either ceased ze stivity, has vio- 
lated the act, or has reappraised his position and concluded that he 
is not subject to the act. 

Nevertheless, it seems desirable to provide specifically for notices of 
termination. Legislative agents complete their task or are dismissed 
on occasion. We have therefore provided, in section 309 of our pro- 
posed bill, that legislative agents have the duty to file notices of 
termination; and we have authorized, but not required, the filing of 
such notices by the person who engaged the legislative agent. The 
Administrator aaa in his discretion, achieve the result intended 
by this section merely by adding a single item to the periodic report 
form (e. g., “If legislative activity has terminated, on here.”). 


11. EXEMPTIONS 


The deficiencies in the existing Lobbying Act are well illustrated by 
the incomplete manner in which exemptions of the press were made. 
Section 308 provides that— 


The provisions of this section shall not apply * * * in the 
case of any newspaper or other regularly published periodical 
(including any individual who owns, publishes, or is em- 
ployed by any such newspaper or periodical) which in the 
ordinary course of business published news items, editorials, 
or other comments or paid advertisements, which directl 
or indirectly, urge the passage or defeat of legislation, if suc 
newspaper, periodical, or individual, engages in no further or 
other activities in connection with the passage or defeat of 
such legislation, other than to appear before a committee of 
the Congress of the United States in support of or in oppo- 
sition to such legislation. 


92693—-57-———-7 
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It should be noted that— 
(a) There is no exemption of radio, television, or book 


publishers ; . 
(6) The exemption is from the provisions of section 308 
only, and not from the entire statute. 


We endorse the principle of exemption in this area, and have 
drafted a broader exemption provision to correct the two defi- 
ciencies noted. We have, furthermore, deleted the language con- 
cerning “other activities” of such persons because we believe that 
problem to be adequately covered by the use of the phrase “in the 
ordinary course of business” in the recommended statute. 


12. PENALTIES 


Under the existing Federal Lobbying Act, violations are punishable 
by fine of not more than $5,000, or imprisonment for not more than 12 
months, or by both such fine and imprisonment (2 U.S. C., sec. 269). 
The changes recommended herein will increase penalties for violations 
and, we believe, provide a more effective deterrent. As explained 
fully elsewhere herein, notices of representation are required of legis- 
lative agents only, and not from their principals. Failure to file such 
a notice constitutes a crime, as does failure by the agent to file his 
periodic reports thereafter. These two offenses are misdemeanors 
under our recommended statute, punishable by imprisonment for not 
more than 12 months (as under present law), or by a fine of not more 
than $10,000 (double the amount under the present law), or by both 
fine and imprisonment. Violations by a legislative agent have been 
continued as misdemeanors, rather than felonies, in accord with the 
fact that contempt of Congress is a misdemeanor under existing law. 

In addition, we recommend that felony provisions be enacted to 
punish two categories of serious offenses against the integrity of the 
legislative process : 


(a) False statements under the act. 
(6) Spurious communications to Congress. 


Both offenses may well be covered by the provisions of section 1001 
of title 18 of the United States Code, which has been held to apply 
to the legislative branch of the Federal Government (United States v. 
Bramblett, 348 U. S. 503, 99 L. Ed. 594, 75 S. Ct. 504 (1955)). That 
section provides: 

Whoever, in any matter within the jurisdiction of any de- 
partment or agency of the United States knowingly and will- 
fully falsifies, conceals, or covers up by any trick, scheme, 
or device a material fact, or makes any false, fictitious, or 
fraudulent statements or representations, or makes or uses 
any false writing or document knowing the same to contain 
any false, fictitious, or fraudulent statement or entry, shall 
be fined not more than $10,000 or imprisoned not more than 
five years, or both. (June 25, 1948, ch. 645, sec. 1, 62 Stat. 749.) 


However, we believe there is value in making very clear the legis- 
lative intent to provide severe penalties for these 2 offenses and, ac- 
cordingly, we have spelled them out as separate and distinct felonies, 
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each punishable by imprisonment for not more than 5 years or a 
fine of not more than $10,000, or by both fine and imprisonment. 

Section 310 (a) of the Federal Lobbying Act (2 U.S. C., sec. 269 
(a)) provides as an additional penalty that any person convicted of 
violating the act: 


* * * is prohibited, for a period of 3 years from the date 
of such conviction, from attempting to influence, directly or 
indirectly, the passage or defeat of any proposed legislation 
or from appearing before a committee of the Congress in sup- 
port of or opposition to proposed legislation * * *. 


Two aspects of this prohibition are worthy of note: 

(a) It prohibits all attempts to influence legislation, not merely 
those which would be subject to the Lobbying Act. 

(6) It prohibits appearances before congressional committees, 
which are specifically exempted from coverage of section 308 of the 
Lobbying Act. 

This prohibition against legislative activity by convicted violators 
was the subject of comment in the decision of the United States Su- 
preme Court upholding the constitutionality of the Lobbying Act 
(United States v. Harriss, 347 U.S. 612). In the course of the opinion 
of the Court, Chief Justice Warren noted the defendants’ argument 
that the section was a “patent violation of the first amendment guar- 
antees of freedom of speech and the right to petition the Government,” 
and stated : 


We find it unnecessary to pass on this contention. [This 
section] has not yet been applied to the appellees * * *. 
Moreover, the act provides for the separability of any pro- 
vision found invalid. If section 310 (b) should ultimate- 
ly be declared unconstitutional, its elimination would still 
leave a statute defining specific duties * * * and providing 
a penalty for violation of any such duty * * *. 


Law review writers have been much more blunt in their criticism of 
the 3-year prohibition : 

Section 310, which prohibits violators from attempting to 
influence legislation for 3 years after conviction, is so obvi- 
ously unconstitutional as to leave little room for debate. To 
strip one of his constitutional rights following conviction of 
a crime isa clear violation of the first amendment. 


We believe that the penalties suggested above are adequate, with- 
out attempting to add a penalty of doubtful constitutionality, and 
therefore recommend a statute which does not retain the spirit or 
substance of section 310 (b) of the Lobbying Act. 


P 
APPLICABILITY OF Proposep Law To Specitric ACrrvitres 
In chapter III of this report, at page 8, seven types of activities 
designed to influence legislation or having the effect of doing so were 


#8 Note, The Federal Lobbying Act: A Reconsideration (21 George Washington Law 
Review 585, 595 (19538) ). 
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set forth. Application of the committee’s proposed Legislative Activi- 
ties Disclosure Act to each of these types of activities will facilitate an 
understanding of the committee’s proposals. In doing so, the reader 
should be mindful of the differentiation between— 


1. Persons who are “legislative agents”: They must file a notice 
of representation before : acting and periodic reports thereafter, 
vat are subject to criminal penalties for violations; and 

2. All other persons subject to the act: Such persons need only 
file periodic reports after their activity, and are subject only to 
civil suit for mandatory injunction to compel filing under the act. 


Group 1. Direct contacts with Congress by a person who has been re- 
tained or employed for such purpose. 

Persons falling under this category are those who constitute the so- 
called professional group in the field of influencing legislation by direct 
contacts with Congress. They are legislative agents | as defined in sec- 
tion 302 of the proposed act. 

The test whether an employee of a trade association, labor union, or 
corporation is a legislative agent is the purpose for which he was em- 
ployed. The amount of time he spends on legislative activities is perti- 
nent to a determination of that purpose. An employee who devotes 
substantially all of his time to attempting to influence legislation, 
at the direction of his employer, would be subject to the act even if his 
employment agreement specific ally stated that he was employed “for 
general purposes, and shall not attempt to influence legislation.” Such 
disclaimers are not uncommon, and must be considered as self- -serving 
declarations if inconsistent with the facts. 

The “purpose” test is applicable to persons who are retained as 
well as to persons who are employed. For example, in order to deter- 
mine if a lawyer is a legislative agent, consideration must be given 
to the terms of the retainer apr eement by which the attorney-client 
relationship was created. If the attorney was retained specifically 
“to influence legislation * * * by direct communication,” he is a leg- 
islative agent. If, however, the attorney is retained generally, for 
several purposes, the mere fact that attempting to influence legisla- 
tion is included among the services he performs for his client will not 
make him a legislative agent. The applicability of the act to retained 
public relations counsel is determined in the same manner. 

It will thus be seen that the definition “legislative agent” is not 
intended to include any person who, in addition to his regular em- 
ployment or representation, has, as an incidental purpose, the influ- 
encing of legislation by direct communication. However, such per- 
sons would be required to report under section 306 (c) if they re- 
ceived $300 or more in a calendar quarter as compensation, reim- 
bursed expenses (exclusive of personal travel expenses), or both, 
for the purpose of influencing legislation by direct communication. 


Note.—All of the above categories of activity are, in addition, subject to the general exemp- 
tion of the press, radio, television, and publishers contained in the act. 
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Group 2. Direct contacts with Congress to influence legislation by a 
person employed or retained by a trade association or other mem- 
bership group to devote a part or all of his time to legislative 
matters, where such activities form only a part of the association’s 
work 

Under this group are many persons employed or retained by trade 
associations and other membership groups, commonly referred to as 
multipurpose organizations. Their activities cover wide areas in 
serving the interests of their members. Legislative activities form 
only a part of their operations. Those employed in the legislative or 
similar departments who attempt to influence legislation by direct 
communication are legislative agents if they are employed to influence 
legislation. In such event, they are subject to the requirement of 
filing a notice of representation, and are also required to file periodic 
reports of their legislative activity. 

If these persons are not specifically employed to influence legisla- 
tion, but devote a portion of their time to such activities, they must file 
periodic reports of their legislative activities if the amount of their 
compensation or reimbursed expenses (exclusive of personal travel 
expenses), or both, allocable to legislative activities is $300 or more 
for a calendar quarter. 


Group 3. Occasional direct contacts with Congress to influence legis- 
lation by an officer or employee of a business firm or labor union 
who devotes the major portion of his time to the regular business 
of the firm or labor union 


This group includes, for example, (a) a corporate officer or employee 


whose regular employment is in the advancement of the regular busi- 
ness of his employer, or (6) an officer or employee of a labor union 
whose regular employment is in the advancement of regular union 
activities. In both cases, the officer or employee occasionally makes 
direct contacts with Congress. 

Individuals under this group do not come within the definition of 
“legislative agent” if they are not specifically employed or retained 
to influence legislation by means of direct communication. 

They are required to report under the act if they receive $300 or 
more in a calendar quarter as compensation, reimbursed expenses 
(exclusive of personal travel expenses), or both, for the purpose of 
influencing legislation by direct communication. 

Some individuals in this group would undoubtedly be faced with 
a problem in allocating a portion of their compensation or expenses 
(or both) to their efforts to influence legislation by direct communica- 
tion. If unable to make a fair allocation, they report gross receipts 
and expenditures, together with a statement that only a portion there- 
of was for legislative purposes. 


Group 4. Direct contacts with Congress to influence legislation by any 
other individual not covered by groups 1, 2, and 3 


This group includes the owner of a business, a farmer, or other 
citizen who attempts to influence legislation by direct communication. 


Note.—All of the above categories of activity are, in addition, subject to the general exemp- 
tion of the press, radio, television, and publishers contained in the act. 
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Such persons are, of course, not legislative agents, nor are they sub- 
ject to the act in any way unless they receive $300 or more in a calendar 
quarter to influence legislation. 


Group 5. Campaigns addressed to the public through newenapers, 
magazines, television, and radio containing explicit appeals to 
the public to contact Congress to influence legislation 

Such campaigns are subject to the civil reporting requirements of 
the law if they involve expenditures exceeding $50,000 in a 12-month 
period, and a substantial portion of the program is intended, designed, 
or calculated to influence legislation. 


Group 6. Campaigns addressed to the public through newspapers, 
magazines, television, or radio containing implicit appeals to 
the public to contact Congress to influence legislation 

These campaigns are subject to the civil reporting requirements of 
the act if they involve expenditures exceeding $50,000 within a 12- 
month period, and a substantial portion of the program is intended, 
designed or calculated to influence legislation. ‘The determination as 
to whether a group’s activities are “educational” only or a campaign 
to influence legislation may at times be a difficult one. As noted else- 
where herein, the fair presentation of factual material rather than 
mere opinion ‘js a criterion of true educational material. The failure 
to include pertinent factual material which would permit the reader 
or listener to reach independent and informed conclusions, on the 
other hand, is an indication of an intent to accomplish some purpose 
other than education. Similarly, the presentation of but one side of 
an issue which is the subject of jegislation i is an indication of a desire 


to influence rather than to educate, even if the presentation is strictly 
factual. 


Group 7. The preparation of books, pamphlets, or data by research 
groups, which might influence legislation, and the distribution of 
same without any intent to produce legislative action 

Such activities are not subject to the act in any way. In a case where 
such books, etc., after preparation and distribution, are utilized by 
another person or group in an effort to influence legislation, the latter 
group would be subject to the reporting provisions of the act if more 
than $50,000 was expended in a 12-month period and there was an 
intent on their part to produce direct communication with Congress. 

Such intent can, of course, be inferred from the circumstances sur- 

rounding the distribution, if such inference is warranted by the facts. 


Note.—All of the above categories of activity are, in addition, subject to the general exemp- 
tion of the press, radio, television, and publishers contained in the act. 


Q 
THE COMMITTEE’S RECOMMENDED BILL 


The following bill has received the careful consideration of the 
committee, and we recommend that it be enacted into law. 


A BILL To amend Title III of the Legislative Reorganization Act of 
1946, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That 
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Title III of the Legislative Reorganization Act of 1946, 
entitled the Federal Regulation of Lobbying Act, is amended 
to read as follows: 


“TITLE ITI—LEGISLATIVE ACTIVITIES 
DISCLOSURE ACT” 


PREAMBLE 


The Congress affirms that the preservation of responsible 
democratic government requires that the fullest opportunity 
be afforded to the people of the United States to petition 
their government for the redress of grievances and to ex- 
press freely to individual Members of Congress and to com- 
mittees of the Congress their opinion on legislation and on 
current issues. Congress finds, however, that the preserva- 
tion and maintenance of the integrity of the legislative proc- 
ess requires the identification in certain instances of per- 
sons and groups who seek to influence the passage or defeat of 
legislation by appealing to the Congress directly, or by arti- 
ficial stimulation of the public intended to produce direct 
communications with the Congress. It is the purpose of this 
Act to require full disclosure in order to make available to 
the Congress and the public information relative to the activ- 
ities, receipts and expenditures for such purposes, and the 
source of funds of persons who seek to influence the passage 
or defeat of legislation by such means. 

Sec. 301. This title may be cited as the Legislative Activi- 
ties Disclosure Act. 
DEFINITIONS 


Src. 302. When used in this Act— 
(a) Person: The term “person” includes an individual, 
partnership, committee, association, corporation, and any 
other organization or group of persons. 

(b) Legislation: The term “legislation” means bills, reso- 
lutions, amendments, nominations, and other matters pend- 
ing in Congress. 

(c) Congress: The term “Congress” means the Congress 
of the United States, or either House thereof, or any Member, 
committee, joint committee, subcommittee, officer or employee 
thereof. 

(d) Administrator: The term “administrator” means the 
Comptroller General of the United States, who shall be the 
Administrator of the Legislative Activities Disclosure Act. 

(e) Contribution: The term “contribution” includes a 
gift, subscription, loan, advance, or deposit of money, per- 
sonal services, or anything of value; or a promise, contract, 
or agreement, whether or not legally enforcible, to make a 
contribution. 

(f) Hapenditure: The term “expenditure” includes a pay- 
ment, distribution, loan, advance, deposit or gift of money 
or anything of value; or a promise, contract, or agreement, 
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whether or not legally enforcible, to make an expenditure, 
and includes expenditures by any other persons to further 
activities of the person filing a statement, and not separately 
reported by such other persons. 

(g) Direct communication: The term “direct communi- 
cation” includes all means of direct address to Congress or to 
an agency or department of the Federal Government. 

(h) Legislative agent: The term “legislative agent” 
means any person who, for any consideration, is employed or 
retained to influence legislation, in person or through any 
other person, by means of direct communication. 

(i) Influence legislation ; The term “influence legislation” 
means to influence any action by Congress on legislation, or 
the introduction of legislation. 

(j) Statement: The term “statement” includes a notice of 
representation or a report required by this Act. 


ADMINISTRATION OF ACT 


Sec. 303. Administration of this Act is hereby vested in 
the Comptroller General of the United States. 
[Notr.—Consideration should be given to desirability of authoriz- 


ing the salary grade for the person in GAO selected by the Comp- 
troller General to supervise this Act.] 

































POWERS AND DUTIES OF ADMINISTRATOR 


Sec. 304. The Administrator of this Act shall— 

(a) develop and prescribe methods and forms for 

statements required to be filed by this Act, and require 
the use of such forms by persons subject to the Act; 

(b) make available for public inspection all state- 
ments filed pursuant to this Act; 

(c) compile and summarize information contained 
in statements filed pursuant to this Act, and report the 
same to Congress after each reporting period; 

(d) ascertain whether any persons other than legis- 
lative agents have failed to file statements as required 
by this Act, or have filed incomplete or inaccurate state- 
ments, and give notice to such persons to file such state- 
ments as will conform to the requirements of this Act; 

(e) report violations of this Act to the appropriate 
law enforcement agencies of the Government and report 
to Congress the action taken by such agencies; 

(f) make such studies and recommendations to Con- 
gress as will tend to further the objectives of this Act, 
and take such other action as shall be necessary and 
proper to effectuate the purposes of this Act; 

(g) report to Congress annually on the administra- 
tion of this Act; 






FILING NOTICES OF REPRESENTATION 





Src. 305. (a) Every person who, prior to the effective date 
of this Act, was employed or retained as a legislative agent 
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shall, within 30 days of the effective date of this Act, file a 
signed notice of representation with the Administrator in 
such detail as the Administrator may prescribe, identifying 
himself and the persons by whom he is employed or retained, 
and the persons in whose interest he is working, and the terms 
of such representation. 

(b) Every person who, on or after the effective date of this 
Act, is employed or retained as a legislative agent shall, prior 
to any direct communication with Congress, and in any event 
within 30 days of such employment or retainer, file a signed 
notice of representation with the Administrator in such detail 
as the Administrator may prescribe, identifying himself and 
the persons by whom he is employed or retained, and the per- 
sons in whose interest he is working, and the terms of such 
representation. 


APPLICABILITY OF REPORTING AND RECORDKEEPING REQUIREMENTS 


Sec. 306. The reporting and recordkeeping provisions of 
this Act shall apply to— 

(a) Any person who is required to file a notice of 
representation under this Act; 

(b) any person who employs or retains one or more 
legislative agents and who makes an expenditure of $300 
or more in any calendar quarter to influence legislation; 

(c) any person who receives $300 or more in a calen- 
dar quarter as compensation, reimbursed expenses (ex- 
clusive of personal travel expenses), or both, for the 
purpose of influencing legislation by direct communica- 
tion. This subdivision shall include any person who 
receives compensation for any purpose, and includes but 
is not limited to an officer or employee of another per- 
son, who, in the course of his duties, devotes any portion 
of his time to efforts to influence legislation, if the amount 
allocable to legislative activities is $300 or more. Any 
such person as to whose activity no fair allocation of 
legislative and nonlegislative activities is possible shall 
report his gross receipts and expenditures, together with 
a statement that only a portion thereof is for legislative 
purposes ; 

(d) any person who requests or procures any other 
person to communicate directly with Congress to influ- 
ence legislation by means of a communication which does 
not show on its face the identity of the person who re- 
quested or procured such communication if: 

(1) such request or procurement is in writing and 
is addressed to or distributed to more than one 
thousand persons; or 

(2) the expense of the communication re- 
quested or procured is paid or agreed to be paid by the 
person making the request or procurement, and more 
than twenty-five persons are solicited to make such 
a communication ; 
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(e) any person who has made expenditures exceed- 
ing $50,000 in the aggregate within the preceding twelve 
months, in presenting a program addressed to the pub- 
lic, a substantial portion of which is intended, designed 
or calculated to influence legislation. 


REPORTING 


Sec. 307. Any person who shall engage in activity making 
him subject to filing a notice of representation or report under 
this Act, shall file with the Administrator, in dis detail as 
may be called for by him, a signed report describing receipts 
and expenditures in connection with carrying on such activ- 
ity, his identity, and that of the persons for whom and in 
whose interest such activity was carried on, and the activity 
pursued in attempting to influence legislation, as follows: 

(a) between the 1st and 10th days of April, for the 
previous calendar quarter, 

(b) between the 1st and 10th days of July, for the 
previous calendar quarter, 

(c) between the ist and 10th days of January, a con- 
solidated report for the previous calendar year. 

The Administrator may, in his discretion, permit joint 
reports by persons subject to this Act. 


RECORDKEEPING 


Seo. 308. Any person engaged in activity which makes 
him subject to filing a statement under this Act shall— 

(a) keep a detailed record of receipts in connection 
with such activity, including the name, address and 
amount received, of every person from whom $100 or 
more has been received during the calendar year within 
which the reporting period falls; and 

(b) keep a detailed record as to all loans made or re- 
ceived in connection with such activity including: the 
name and address of any person from whom $100 or more 
has been received during the calendar year within which 
the reporting period falls, or to whom more than $50 has 
been expended, and the amounts thereof; security given 
or received, and terms of loan. 

(c) keep a detailed record of expenditures in con- 
nection with such activity including a receipted bill or 
canceled check for every expenditure of $50 or more; 
and 

(d) preserve, for a period of two years from the date 
* filing the statement, all records required to be kept by 
this Act. 


NOTICE OF TERMINATION 


Sec. 309. Every legislative agent shall file a Notice of 
Termination report within 30 days after his activity shall 
cease, on such form as the Administrator shall prescribe, and 
any person who engages a legislative agent may file a notice 
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of termination after such agent ceases to represent such 
person. 


FALSE STATEMENT 


Sec. 310. Whoever knowingly and willfully falsifies all 
or any part of any statement filed under this Act, shall be 
guilty of a felony, and shall be punished by a fine of not more 
a $10,000, or imprisoned for not more than five years, or 

th. 


SPURIOUS COMMUNICATIONS 


Sec. 311. Whoever shall transmit, utter or publish to Con- 
gress or any Member, committee, officer or employee thereof, 
any communication relating to any matter within the juris- 
diction of Congress, or be a party to the preparation thereof, 
knowing such communication or any signature thereto is 
false, forged, counterfeit, or fictitious, shall be guilty of a 
felony and shall be punished by a fine of not more than 
$10,000 or imprisoned for not more than five years, or both. 


REPORT PUBLIC RECORD 


Sec. 312. A statement required by this title to be filed with 
the Administrator— 

(a) shall constitute part of the public records of his 
office, and shall be available for public inspection and 
reproduction ; 

(b) shall be preserved by the Administrator for a pe- 
riod of five years from the date of filing, and shall be 
subject to the provisions of the Federal Records Disposal 
Act. 


RETENTION OF COPIES IN LIEU OF ORIGINAL REPORTS 


Src. 313. The Administrator is hereby authorized to 
retain, in lieu of statements filed hereunder, reproductions 
thereof made by microphotographic process. The retention 
of such microphotographic reproductions constitutes com- 
pliance with the statutory requirements for retention, and 
such reproduction shall have the same force and effect as the 
originals thereof would have and shall be treated as originals 
for the purpose of their admissibility in evidence. Duly 
certified or authenticated reproductions of such photographs 
or microphotographs shall be admitted in evidence equally 
with the original photographs or microphotographs. 


EXEMPTIONS 


Sec. 314. This Act shall not apply to the following 
activities : 

(a) the publication or dissemination, in the ordinary 
course of business, of news items, advertising, editorials 
or other comments by a newspaper, book publisher, 
regularly published periodical, radio or television sta- 
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tion (including an owner, editor or employee thereof) ; 
(b) acts of a public official in his official capacity; 
(c) practices or activities subject to federal statutes 

requiring reports covering receipts and expenditures in 

connection with campaigns for Federal elective office. 


CIVIL ACTION 


Sec. 315. Upon the failure to comply with any provisions 
of this Act by any person subject thereto (other than a legisla- 
tive agent), the Attorney General may, upon the request of 
the Administrator, institute a civil action for a mandatory 
injunction, requiring such person to perform any duty im- 
posed by this Act. 

PENALTIES 


Sxc. 316. Any legislative agent required to file a notice of 
representation or report under this Act, who fails to file such 
a notice or report, shall be guilty of a misdemeanor, and shall, 
upon conviction, be punished by a fine not more than $10,000 
or re for not more than twelve months, or by both 
such fine and imprisonment. 


VENUE 


Sec. 317. Criminal actions shall be prosecuted according 
to the usual rules of venue. Civil actions shall be prosecuted 
in the venue provided in title 18 United States Code, section 
1391, if applicable. If the person defending is not incor- 
porated, venue shall be wherever it has its principal place of 
business, or if it has been dissolved, then the action shall be 
against any other person liable according to the usual rules 
of venue as in title 28, United States Code, section 1391. 


OBLIGATIONS TO FILE 


Sec. 318. (a) Every officer, or person performing the 
functions of an officer, of any person required by this Act to 
file any statement shall be under obligation to cause such per- 
son to file such statement within the time prescribed by this 
title. 

(b) The obligation of any person to file any statement 
required by this Act shall continue from day to day, and dis- 
continuance of the activity out of which the obligation arises 
shall not relieve any person from the obligation to file any 
statement required for any period of time prior to such 
discontinuance. 

SEVERABILITY 


Sec. 319. If any provision of this Act or the preg 


thereof to any person or circumstance is held invalid, the in- 
validity shall not affect other provisions or applications of the 
Act which can be given effect without the invalid provision 
or application, and to this end the provisions of this Act 
are severable. 
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COMPARISON OF EXISTING LAW AND COMMITTEE'S PROPOSED BILL 


Coverage 





Subject matter Existing law | Committee’s recommended bill 





DIRECT LOBBYING 


Lobbying by individuals as their | Required to register and re- | Required to file notice of represen- 


regular or principal business, port. tation and report. 
Lobbying by individuals hired spe- |_....do-.... ee Do. 

cially for such purpose in specific 
Lobbying by corporate officer or |.....do.--. Do. 


employee who devotes major por- 
tion of his time to legislative activi- 
ties. 


Lobbying by corporate officer or | Coverage under act doubtful | Required to report if $300 or more 
employee who devotes only a due to “principal purpose”’ received in a calendar quarter for 


minor portion of his time to legis- clause and requirement of legislative purposes, exclusive of 
lative activities. “engaging himself for pay.’”’ personal traveling expenses. 
Lobbying by multipurpose organi- | Coverage under act doubtful | Coverage specified: Reports _ re- 
zations whose legislative activities due to ambiguity of ‘‘princi- quired re employees retained for 
are a minor part of their work and pal purpose”’ clause. legislative purposes if more than 
objectives. $300 per quarter received exclu- 


| sive of personal traveling expenses. 
|; May alsocome under sections re 
indirect activity. 

INDIRECT LOBBYING 


So-called educational or public in- | Not required to register or | Required to report in some in- 
formation campaigns by single report. stances 
purpose organizations confined to 
contacts with the public to enlist 
support for or against legislation. | 


MISCELLANEOUS | 


Receiving money to finance legisla- | Is primary basis for applica- | Covers. 
tive activities. tion of act. 


Expenditures to influence legislation._| No basis for coverage due to | Covers in some instances. 


Harriss case. 








Lobbying before executive agencies | Not covered ._.. _...--.-.-.-| Covered if intended to influence 
for administration action. Congress on litigation. 
IIIS. «. hs cndccinccncddncoenmend | (1) Newspapers and periodi- | (1) Newspapers and periodicals. 
cals. 
| (2) TV-radio not specified _- (2) TV-radio. 
(3) Book publishers not spec- | (3) Book publishers. 
| ified. | 
| (4) Public officials. ...........| (4) Public officials. 
| (5) Political activities covered | (5) Activities subject to campaign 
| by Corrupt Practices | activity reports laws. 
Act 
(6) Committee appearances (6) Committee appearances not 
exempted. 
eee (7) De minimis. Various mini- 


mum dollar amounts used to 
determine applicability. 
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Registration requirements 


Subject matter 


Existing law 





Persons required to register 


Time for registration 


Namber of eeples.......... 56.1240 


Verification 


Amended registration _-__._......-- oa 


Termination of registration 


Contents of registration statement--- 


Subject matter 


Administrator --.--- 


Review of reports to ascertain com- 
pliance. 


Power to investigate compliance-_--- 


Power or duty to warn delinquents 
and demand compliance. 


Reporting violations to prosecutor--.-|-- 


Report of prosecutor’s dispositions 
of reported violations. 


Develop methods and forms for re- 
porting. 

Compiling analyses, indices and 

summaries of reported data. 


Preservation of data on file.. 


Public access to records 


(1) Persons engaged for pay 

| or any consideration, 
sec. 308. 

(2) Others (no) --- 

Before doing anything in 

furtherance of employment. 


Not specified, but forms re- 
quire 5 copies. 
cease 


Not specified _-- 


ondiniiie en a “ 
(1) Name and address 
(2) Employer’s mame and 
address. 
(3) Person whose interest is 
advocated. 
(4) Agreed compensation 


Source of compensation. 

Amount of expense allow- 
ance. 

Expenses authorized 





Administration 


Existing law 


| None except that Secretary 


House are depositaries. 


: | of Senate and Clerk of the 
| 


None. - ---- 


Si outa 


<i ee 


es wae 


do. - 


Oi ais 


Requires Secretary and Clerk 
to compile information con- 
tained in reports for publica- 
tion in Congressional Record. 


Duration of employment. .- 


Committee’s recommended bill 





(1) Legislative agents must file 
“notice of representation.” 


(2) Others (no). 
| Within 30 days after retainer (or 


after enactment of act, and prior 
to activity in any event), 


| No. 


..| Impliedly required if facts change. 


Yes. 

(1) His identity. 

(2) Identity of person by whom 
retained. 

(3) Identity of person he repre- 
sents. 


(4) Terms of such representation. 





Committee’s recommended bill 


Comptroller General. 
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Subject matter 


—_———. 








Persons required to keep records....- 


Preservation of records. -...........-- 


Contents of records..............-... 


Recordkeeping 


Existing law 


(1) Persons taking contribu- 
tions sec. 303. 

(2) Persons making expendi- 
tures (no). 

(3) Persons employed to lob- 
by (no). 


RPOOER., conncursbuclieniandugns 


(1) Receipted bills for expen- 
ditures over $10. 

(2) All contributions.......... 

(3) Donors of $500............- 

(4) All expenditures........... 

(5) Identity of payees_........ 


Penalties and sanctions 


Existing law 
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Committee’s recommended bill 





All persons subject to act. 


(1) Receipted bills for expendi- 
tures over $50. 
(2) All receipts of $100 or more, 


Committee’s recommended bill 


$10,000 for failure of legislative agent 
to file or for false statement or 
spurious communication by any- 
one. 


1 year for failure of legislative agent 
to file; 5 years for false statement 
or spurious communication. 











CHAPTER XI 
ACTIVITIES RELATING TO ELECTIONS 


A 


CONSTITUTIONAL ASPECTS OF THE POWER OF CON- 
GRESS TO REGULATE FEDERAL ELECTIONS 


The Constitution of the United States contains a number of provi- 
sions relating to Federal elections. ‘Two clauses of particular sig- 
nificance are : 

Article I, section 4: 


The Times, Places, and Manner of holding Elections for 
Senators and Representatives, shall be prescribed in each 
State by the Legislature thereof; but the Congress may at any 
time by Law make or alter such Regulations, except as to 
the Places of chusing Senators. 


Article I, section 5: 


Each House shall be the Judge of the Elections, Returns 
and Qualifications of its own Members * * *. 


More than 75 years ago, important aspects of congressional power 
to regulate elections of Senators and Representatives w a“ considered 
by the Supreme Court, in ew parte Siebold (100 U. S. 871 (1879)), 
resulting in declarations by the Court that any State eae which was 
in conflict with a Federal statute was inoperative ; that Federal statutes 
pertaining to such elections superseded State laws; and that the power 
of Congress to regulate such elections was paramount. 

Some 50 years later, in a case involving the question, in part, whether 
Congress had the power to require disc losure of campaign contribu- 
tions, the Supreme Court upheld the exercise of such power (Bur- 
roughs and Cannon v. United States, 290 U. S. 534 (1934) ), stating 
(at p. 548): 


Congress reached the conclusion that public disclosure of 
political contributions, together with the names of contribu- 
tors and other details, would tend to prevent the corrupt use 
of money to affect elections. The verity of this conclusion 
reasonably cannot be denied. 


Under the present Federal Corrupt Practices Act, the term “elec- 
tion” does not include a primary election or convention of a political 
party (sec. 241 (a)). 

The question whether the congressional power extended to primary 
elections was a troublesome one for some years, and it was not until 
1941, in Unitd States v. Classic (313 S. 299), that the Supreme 
Court squarely upheld the power of C ongress to regulate such elections 
where they related to Federal office. 
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The Classic case involved an indictment which charged that certain 
election officials in Louisiana wrongfully denied the right of cer- 
tain persons to participate in a congressional primary election, and 
also engaged in fraudulent practices in certifying ballots cast in a 
primary election. The issue was directly raised in said case as to 
whether constitutional election guaranties were effective with respect 
to primary elections. 

In its decision in the Classic case, the Supreme Court laid at rest 
any doubt that may have prevailed as to the power of Congress to 
regulate primary elections. The Court held that such power clearly 
resided in Congress under article I, section 4 of the Constitution. 
Recognizing the importance of primary elections, their impact on 
Federal election processes, and the necessity for inclusion of pri- 
maries in preserving constitutional guaranties, the Court declared 
(at p. 319) : 


Unless the constitutional protection of the integrity of the 
elections extends to primary elections, Congress is left 
powerless to effect the constitutional purposes * * *. 


The subject of primary elections takes on greater significance when 
consideration is given to the fact that in some States success at the 
primaries is tantamount to election in the general elections. 

In exercising its power over primaries, Congress has included such 
elections in the prohibition against individual campaign contribu- 
tions in excess of $5,000 (18 U.S. C. 591). 

Another instance of the exercise of said power is the inclusion of 
primaries in the prohibition against campaign contributions by cor- 
porations, unions, etc. (18 U.S. C. 610). 

The statute prohibiting a Member of Congress from soliciting or 
receiving money from a Federal employee (18 U. S. C. 612) has also 
been interpreted by the Supreme Court to apply to primary elections 
(U.S. v.Wurzebach, 280 U. & 396). 

The special committee was evenly divided as to the extent to which 
Congress should exercise its regulatory power over primary elec- 
tions, amplified later in this report. 

Apart from the powers conferred upon Congress to deal with pri- 
maries in elections to Federal office under article I, section 4 of the 
Constitution, there is the further power residing in Congress inde- 
pendently under article I, section 5 of the Constitution, to pass upon 
the qualifications of its own Members, as has been noted. 

The latter power has not been seriously challenged, and the exer- 
cise of such power has not been uncommon, including consideration 
of activities in primary elections.“ 


B 
IN GENERAL 


The special committee conducted an investigation of pertinent activ- 
ities relating to Federal election laws, campaign finances, and related 


“ See, for example, Investigation of Presidential, Vice Presidential, and Senatorial Cam- 
paign Expenditures (1940), S. Rept. 47, 77th Cong., 1st sess.; re William 8. Vare (1929), 
S. Rept. 1858, 70th Cong., 2d sess.. re William 8. Vare (1929). S. Rept. 47, 71st Cong., 2d 
sess.; re Frank L. Smith (1926), S. Rept. 1197, 69th Cong., 2d sess. ; re Harle B. Mayfleld 
(1925), S. Rept. 973, 68th Cong., 2d sess. 


92693—57——_8 
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matters. The committee also engaged in extensive research work, and 
made a comprehensive study of the subject matter. 

In connection with the foregoing the committee also held public 
hearings on certain phases and heard testimony from a number of 
witnesses, including the following: 


Leonard W. Hall, chairman of the Republican National Commit- 


tee 

John Reed Kilpatrick, chairman of Citizens for Eisenhower- 
Nixon 

Paul M. Butler, chairman of the Democratic National Commit- 
tee 


Archibald S. Alexander, cochairman of the Volunteers for Steven- 
son-Kefauver 

Sidney H. Scheuer, chairman of National Committee for an 
Effective Congress 

George E. Agree, executive secretary of National Committee for 
an Effective Congress 

Arnold Peterson, secretary of Socialist Labor Party of America 

Walter P. Reuther, president, United Automobile, Aircraft, and 
Agricultural Workers Union, AFL-CIO 

James L. McDevitt, codirector of the committee on political edu- 
cation of the AFL-CIO 

Robert Oliver, codirector of the legislative department, AFL- 
CIO 


The following is a summary of pertinent financial data during the 


1956 presidental campaign furnished by these organizations and 
groups: 










Committee Period Receipts Expenditures} Source of information 








—| 


| 


Republican National Committee.| Jan. 1, 1956 to |$2, 906,183.30 |$2, 721,701.55 | Testimony of Leonard 
Nov. 26, 1956. W. Hall. 


National Republican Senatorial | Jan. 1, 1956 to | 1,519, 164.09 | 1643, 950.28 | Letter from Senator 
Committee. Dec. 31,£1956. Schoeppel. 










Citizens for Eisenhower-Nixon..| Fall of 1955 to | 1, 659, 233. 71 |?1, 504, 493.66 | Testimony of John 
Dec. 7, 1956. Reed Kilpatrick. 


Jan. 1, 1956 to | 2, 581, 232.25 | 2, 727,313.59 | Letter from Paul M. 
Dec. 31, 1956. Butler. 












Democratic National Committee 









Democratic Senatorial Campaign | Jan. 1, 1956 to 288, 016. 34 248, 031.00 | Letter from Senator 
Committee. Dec. 3, 1956. Smathers. 















Volunteers for Stevenson-Ke- | Aug. 23, 1956 to 576, 806. 49 504, 718.41 | Testimony of Archi- 
fauver. Nov. 30, 1956.3 bold S. Alexander. 


Socialist Labor Party of America.| Jan. 1, 1956, to $83, 430. 52 $56, 664.35 | Testimony of Arnold 
Nov. 6, 1956. Petersen. 











National Committee for an Ef- | Jan. 1, 1956, to 68, 143. 44 57, 672.28 | Testimony of Sidney 
fective Congress. Dec. 31, 1956. H. Scheuer, 























A Clean Politics Appeal 4.. ..| Jan. 1, 1956, to 71, 281. 18 68, 095. 91 Do, 
Dec.'31, 1956. 





Special Account 4................] Jan. 1, 1956, to 50, 000. 00 50, 000. 00 Do. 
Dee. 31, 1956. 








For America-- ..| Jan. 1, 1956, to 98, 980. 96 96, 032.33 | Clerk of House, 


Nov. 6, 1956. 


1 Represents period from Jan. 1, 1956 to Oct. 21, 1956. 
2 All bills had not been paid as of Dec. 7, 1956. 
’ Committee came into being in August ‘1956. 
4 Divisions of National,Committee for an Effective;Congress. 
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Some of the other witnesses heard by the committee on the subject 
of political activities and campaign finances were: 


Hon. Richard L. Neuberger, United States Senator Seco 


Hon. Joseph S. Clark, United States Senator (Pennsylvania 
Hon. Joseph Campbell, Comptroller General of the United 


States. 

ar L. Graham, publisher, Washington Post and Times 
Herald 

yb S. Haddock, executive secretary, AFL-CIO Maritime 
vommittee 


I. W. Abel, secretary-treasurer, and Frank Hoffman, legislative 
director, United Steelworkers of America, AFL-CIO 

Carl Huhndorff, director, Machinists Nonpartisan Political 
League 

Byron G. Allen, commissioner of agriculture for the State of 
Minnesota 

John C, Obert, city editor of Park Region Echo newspaper, 
Alexandria, Minn. 


The public relations firm of Whitaker & Baxter of San Francisco, 
Calif., which has managed over 75 political campaigns, was also ex- 
amined on behalf of the committee. The techniques employed by the 
firm in some of these campaigns are described in the printed record 
(pp. 1187, et seq.). 

The committee received one specific request for investigation from 
a member of the press. It referred to alleged contributions to sena- 
torial campaigns in 1954 and 1956. Investigation of and interviews 
with the persons involved disclosed that no impropriety or violation of 
Federal law was involved. 

In addition, the committee received a specific request for investiga- 
tion from a Senator based on a statement made by a columnist. The 
incident in question involved a $5,000 contribution by Howard B. 
Keck, president of Superior Oil Co., of California, to the United 
Republican Finance Committee of Los Angeles County, Calif. A 
field investigation conducted by the committee independently, prior 
to the time that the request for investigation had been made, indicated 
that such contribution had in fact been made from Keck’s personal 
funds. No evidence was found to establish that Keck had been re- 
imbursed therefor out of corporate funds (see pp. 30, 31 herein), or 
that there was any violation of Federal law. 


C 
TESTIMONY AS TO VARIOUS FACETS 


Testimony adduced before the special committee on various aspects 
of the subject matter is summarized below. 


LIMITATIONS OF $3 MILLION ON RECEIPTS AND EXPENSES OF NATIONAL 
POLITICAL COMMITTEES 


Not a single witness felt that the present ceiling of $3 million on 
receipts and expenditures of national political committees could be 
justified. 
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Chairmen Butler and Hall both pointed out that although the letter 
of the present law is not being violated by the major political parties, 
the parties obviously were not complying with the spirit of the 
law, as has been evidenced by the creation of a number of inde- 
pendent committees, and felt that any ceiling should be raised to some- 
where between $10 million and $12 million. 

Hall emphasized enormous costs for television broadcasts. He also 
stated his opinion that any attempt to impose an aggregate ceiling to 
cover all committees would be unworkable; that as a practical matter 
no independent committee actually spends anything like $3 million. 

Publisher Graham expressed the view that if it is not intended to 
eliminate independent committees, limitations are useless because com- 
mittees will just proliferate. If, however, it is decided to retain any 
limitation, a realistic sum would be in the neighborhood of $30 million. 

Graham made these observations (939-940) : 


Mr. Grauam. I think one of the most valuable things that 
this committee could recommend would be to get rid of some 
of these impractical limitations that make candidates and 
their finance managers sort of practical hypocrites in a lot 
of instances. We all know that these limitations are unreal- 
istic in many big districts and many big States. So we con- 
vince one of our citizens he is being a good fellow to run for 
the Senate and the Congress or President, and immediately 
he has to sort of go against at least what you call the spirit 
of the law. 

It. hardly seems to me the best introduction for a lawmaker 
oralawenforcer. I would think that the more of these limita- 
tions we can take off and the more we could rely on the spot- 
light of publicity the better we would be, rather than hunting 
around for whether a fellow’s 8-year-old child is really for 
candidate X or candidate Y, or did his wife give or did he 
just pass some money to his wife. I don’t think we can ever 
enforce that sort of thing. 


* * * * * 


Mr. Grauam. The more we can do to explain the true cost 
of political campaigning and remove the idea that there is 
something bad about it the better. Now there was a fellow 
who ran for mayor in Chicago in 1955, and I don’t suppose 
he had been in politics very much because he issued a com- 
plete statement of what he had spent, and it was five-hundred- 
and-some-odd thousand dollars. This shocked everybody who 
doesn’t know about politics, but I don’t think any of us who 
has ever been near a campaign would think you could run for 
mayor of a city of that size a lot cheaper, if you take into 
account all of the precincts and the wards and the television 
and newspapers and the speeches and things you have to do. 

I think the more we can get across to people the fact that 
these campaigns may cost, as Professor Heard down in North 
Carolina has estimated, $100 million a year, the better. I don’t 
see what is so bad about that. That is less than a dollar apiece 
for our population, that is to have free elections and working 
democracies. I think we have kidded a lot of people that 
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somehow it is done without effort and without campargning 
or speech making, and we all know who are close to politics 
that that isn’t true. 


Whitaker (public relations) opposed ceilings on any campaign 
contributions or expenses, stating (1212-1213) : 


I think the emphasis is being put in the wrong’ place. 
What you need is clear, forthright, honest reporting of re- 
ceipts and expenditures, and this I would enforce to the 
hilt. * * * Ifanyone spends too much, it will backfire against 
him. It will not be an advantage. 


Whitaker amplified his conclusions in opposing all such restrictions 
thus (1213-1214) : 


A national committee undoubtedly could be supervised so 
that you could get an accurate report of what it has spent. 
But there are 48 State committees in the United States. 
There are 3,000 county committees; there are thousands of 
cities, most of which have independently financed campaigns 
for their candidates. From my experience, I think it is 
utterly out of the question for Congress, unless it sets up a 
special division of the FBI, ever to police that legislation. 
So I think the intelligent way to get at the problem would 
be to take off the ceiling entirely and then make very rough 
penalties for any violations. I would make it a felony for 
any man convicted of violating the basic campaign expendi- 
ture law, whatever it may be. * * * 

Mr. Weser (assistant counsel). Violate the reporting re- 
quirements, do you mean ? 

Mr. Warraxer. That’s right, anyone who files a false 
report, or who files no report. I think you can insist on re- 
porting, and I wouldn’t hesitate at all to put on very tough 
penalties. Then let the word go out through all the channels 
of the public relations societies and advertising associations 
and all the other groups that have to do with the manage- 
ment of campaigns that we have a decent, workable law now, 
that it hasn’t any phony ceilings, that it’s a law you can 
live with. * * * 


LIMITATION OF $5,000 ON INDIVIDUAL CONTRIBUTIONS 


Butler favored the present ceiling of $5,000 to cover presidential 
elections only, with a smaller limitation for campaigns of Senators 
and Congressmen. 

Hall felt that there was no serious objection to the right of any per- 
son to contribute the maximum of $5,000 to each of as many commit- 
tees as he might desire, and pointed out that the gift tax applicable 
beyond contributions of $3,000 should be a sufficient deterrent. 

Petersen pointed out that there were many ways of circumventing 
any restriction and that any ceiling would be impractical. 

Abel expressed a view that the ceiling of $5,000 should be sharply 
reduced. 

Reuther (UAW) suggested that a ceiling be imposed on contribu- 
tions of $5 a person per year to any 1 candidate for President, for the 
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Senate, and for the House, and an additional $5 a person per year to 
any 1 party or political committee. Under these suggestions, the con- 
tributions of each person per presidential year could not exceed $20; 
in a congressional election year, $15. 

Graham was of the opinion that these suggestions of Reuther were 
“self-defeating and antidemocratic.” Graham opposed any limitation 
on contributions. 

REPORTING REQUIREMENTS 


Chairman Butler favored a provision to require intrastate commit- 
tees working on behalf of a candidate for Federal election to report 
to the Clerk of the House of Representatives. This could be done 
effectively, he stated, by following the integrated plan of the Republi- 
can Party through its united Republican fund, under which funds are 
raised at the local levels, sent to the State committees, and the State 
committees in turn making substantial contributions to the Republican 
National Committee. On other phases of reporting requirements 
Butler testified that, although somewhat burdensome, the requirement 
of filing of six reports by a national committee in a presidential year 
was not unsatisfactory; that he favored a law which would require 
contributors of sums ranging from $2,500 upward to report the same; 
that bulk contributions from State committees to the national commit- 
tee do not reflect the underlying individual contributions which were 
made to those State committees, and that he was in favor of a law 
which would require such disclosure. 

Chairman Hall opposed any law which would require reports from 
the three thousand six hundred-odd counties in the country. Such a 
requirement would discourage political activity and dampen the ardor 
of citizens who might otherwise become active politically. He felt 
that present reporting requirements for national committees are ade- 
quate except that (a) in off-election years two reports should be suffi- 
cient, and (6) the reporting of disbursements over $10 should be 
changed to $50 and over; that the requirement compelling a national 
committee to file a final report within 2 days after the end of the year 
> a hardship and the period should be extended to between 5 and 10 
days. 

Scheuer urged that individual contributors should never be required 
to report contributions and that any such burden should be placed on 
the various committees, including intra-State committees. He favored 
a law requiring intra-State committees to report on Federal elections. 


INTERRELATIONSHIP OF COMMITTEES WORKING FOR SAME TICKET OR 
CANDIDATE 


Butler believed that although independent groups are to be en- 
couraged in their political interests and activity, they diffuse respon- 
sibility and authority and, therefore, should be made subject to the 
authority of the national committees. 

Alexander stated that there was no direct coordination of his group 
with the Democratic National Committee except with respect to pay- 
ment for radio and television broadcasts. 

According to Butler, the Democratic National Committee had no 
occasion to transfer funds to other committees but such a possibility 
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always exists where any ceiling is approached. The Democratic 
National Committee did receive approximately $500,000 from other 
committees between September 1, 1956, and October 21, 1956, which 
sum amounted to $1,158,353.45 for the entire year 1956. 

Hall stated that there was no control over any other Republican 
committee but there were talks among them during the campaign and 
some flexibility in apportioning television expenses. 

Kilpatrick observed that his committee cooperated with the Repub- 
lican National Committee specifically to avoid conflicts concerning 
television programs; that public relations representatives were in 
touch with their opposite numbers on the national committee; that 
surplus funds were contributed by his committee to support a number 
of congressional campaigns. 


APPROVAL OF A COMMITTEE BY A CANDIDATE 


Butler felt that each committee should he required to obtain written 
approval of candidates it supports but that candidates should not 
be legally responsible or accountable for its acts. 

Hall suggested that the proposal requiring written approval of 
committees by candidates was impractical, unworkable, and would 
also impose a hardship on a candidate, especially in a populous State 
where many committees normally operate. 

Kilpatrick stated that his committee had the approval of General 
Eisenhower and favored a requirement of such approval. He also was 
of the opinion that if such a restriction were unconstitutional, unau- 
tease committees should at least be required to state in their litera- 
ture that they had not received the approval of the candidate supported 
by them. 

‘Gaetan likewise ventured the opinion that there is a serious con- 
stitutional question on the point and that a possible solution might be 
to require every money-spending committee to state in its literature, 
advertising, etc., that the material was presented without the candi- 
date’s approval (if that be the fact), and also requiring the filing of 
a report on all such expenditures. 


TELEVISION AND RADIO TIME 


Graham pointed out that television and radio stations do not give 
free time to candidates because they might have to extend the same 
courtesy to numerous minor or splinter parties. He suggested that the 
ae should be free to grant free time to candidates of major 
parties and to extend such privilege to other parties only if they 
reached certain standards. 

Senator Clark favored a policy of arranging for substantial free 
television and radio time to candidates between Labor Day and Elec- 
tion Day and for a month before the primaries. 

Butler was opposed to free time being allotted to splinter groups 
whenever such time was allowed to the major parties, and recom- 
mended a condition that time need be given only when a certain 
percentage of the vote was cast for a splinter group at the last election. 

Reuther (UAW) advocated making a reasonable amount of free 
TV and radio time available equally to candidates. 
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Abel stated his opinion that equal time should be given to both major 
parties and a reasonable amount of similar time made available to the 
smaller parties. 

Petersen opposed any suggestion that would deprive a minority 
party of equal use of free time. 

Hall expressed the opinion that the present law seems to be working 
out satisfactorily. 

Scheuer felt that a limitation should be placed on broadcasting 
expenditures. 

FEDERAL SUBSIDIES 


Senator Richard L. Neuberger (Oregon) recommended me. 
Federal subsidies in political campaigns, including primaries. The 
Senator maintained that such a hes was beneficia Scone (a) that 
it would then be unnecessary for a candidate to seek or rely upon 
private benefactions from any sources and thus eliminate possible 
embarrassment therefrom, (2) a minimum of financial support for 
all legitimate campaigns would be assured, and (c) unequal contests 
would be avoided. 

The Senator believed that an objection that such a policy would 
encourage capricious or frivolous campaigns could be met by requir- 
ing each candidate to post a bond for 50 percent of the amount of cam- 
paign funds receivable from the Government under a subsidy program, 
which bond would be forfeited if the candidate failed to poll more 
than 10 percent of the vote. 

Senator Neuberger was of the opinion that it was not a sufficient 
answer to the eabien to say that an elected official should be expected 
to discharge his oath of office regardless of political contributions; 
that the relationship itself, i. e., a large sum being received by a can- 
didate from one source, was an unhealthy one. 

None of the other witnesses who testified before the committee 
expressed support for a Federal subsidy on campaign expenses. 

Whitaker (public relations), in deploring a Federal subsidy for 
political campaigns, stated (1212) : 

I’m opposed to it for this reason; if we believe in self- 
government at all, if it’s worthy of our support, if we are to 
continue to have political freedom, certainly we ought to be- 
lieve in it enough to accept the responsibilities that go with 
it as well as the privileges. 


Indirect subsidies effected by permitting tax credits or tax reduc- 
tions in connection with ait tent contributions provoked differences 
of opinion. Senators Neuberger and Clark supported a tax credit, 
as did Butler, Scheuer, and Reuther. Hall opposed such a credit. 
Kilpatrick and Alexander favored a tax deduction. Allen was re- 
ceptive to either benefit. 


he Johnson-Knowland bill introduced in the 84th Congress (S. 
3308) contained a provision for a tax deduction of $100 on political 
contributions. In opposing such provision, Senator Neuberger con- 
tended that it would benefit the wealthy peer and was otherwise 


without merit (Congressional Record, Mar. 6, 1956, pp. 3534-3536). 
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ADMINISTRATION 


As to the administration of any act dealing with campaign finances, 
Joseph Campbell, the Comptroller General, felt that the most appro- 
priate administration would be by a joint committee of the Congress. 

The Comptroller General did not believe that administration of 
such an act by the General Accounting Office would be appropriate, 
observing that the GAO’s relationship with the Senate and the House 
was such an intimate one that he could not imagine his office being 
placed in a position of dealing individually with any Senator or Con- 
gressman on the subject of his campaign funds. 


PRIMARIES 


Graham favored inclusion of primary election contests in the re- 
porting provisions of any law. So did Scheuer. Butler and Hall 
were noncommittal on this phase. 


INTERSTATE CONTRIBUTIONS 


Abel (Steelworkers) opposed any restriction on interstate contri- 
butions, expressing the opinion that citizens in State A are as much 
concerned with the activities and philosophies of Senators from State 
B as are the citizens of State B. 


POLITICAL DINNERS 


There was testimony that large sums of money were raised by both 
major political parties through contributions of $25, $50, or $100, 
which entitled the contributor to a ticket to a political dinner and that 
substantial portions of the receipts were interstate in character. 

Hall testified that political Tinhers are held by the various State 
Republican committees rather than by the Republican National Com- 
mittee; that during the 1956 presidential campaign, the gross pro- 
ceeds of Republican State political dinners were estimated to reach 
$5 million, of which $2 million went to the Republican National Com- 
mittee. 

TAX BENEFITS, CANDIDATES 


Hall favored allowing Members of Congress to make deductions of 
their own expenses in political campaigns. 

Allen suggested that any candidate for political office should be 
permitted to deduct as a business expense, within reasonable limita- 
tions, depending on the office to which he aspires, any moneys expended 
by him out of personal funds for which he is not reimbursed. 


D 
SOME PHASES OF LABOR UNION POLITICAL FINANCING 
Testimony was also received at public hearings concerning certain 


phases of campaign practices by several unions and their affiliates, 
hereinafter briefly described. 
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COMMITTEE ON POLITICAL EDUCATION, AFL-CIO 
(Summary of Testimony) 


The Committee on Political Education (hereafter “COPE”) is a de- 
partment of AFL-CIO, charged primarily with the responsibility of 
educating the membership on the federation’s legislative programs 
and executing its financing policies in political campaigns. Instruc- 
tions are issued concerning x the methods to be used in or ganizing com- 
mittees to work on behalf of candidates supported by the federation. 
Lectures are delivered and discussion groups meet to help organiza- 
tion of the political movement. 

There are three funds available for use by COPE: (1) A voluntary 
contribution fund, consisting chiefly of $1 political contributions made 
by union members to their locals and ultimately turned over to COPE; 
(2) an educational fund, consisting of transfers by unions to COPE, 
coming out of union dues: and (3 3) a general fund maintained by 
the AFL-CIO. The last-named general fund consisting of moneys 
from regular union dues, is used to take care of certain costs of operat- 
ing COPE, including payment for printed matter, and supplements 
the education fund. 

The total funds available to COPE to carry out its operations in 
1956 amounted to approximately $1,200,000. 

The federation has around 22,000 participating local unions, with 
a membership of 16 million, but all did not take part in the voluntary 
contribution fund. For example, the Carpenters and the Teamsters, 
two of the largest unions, did not participate at the national level, al- 
though some of their locals did so. 

Over $1 million was collected in 1956 from the $1 contributors 
described above, one-half of which was retained by COPE, the other 
half being returned to the participating unions for their own use in 
political contests. 

COPE contributed some $428,000 to all parties, committees, and 
candidates in 1956 out of its half of the voluntary contributions, the 
balance of its share having been expended for salaries, printing, sup- 
plies, and other needs. 

The practice on contributions to candidates was for State commit- 
tees to submit recommendations to COPE, which were acted upon at 
the federation level. 

Moneys contributed to candidates for State elective office were drawn 
from the educational fund of the federation. 

Campaign contributions made independently by the unions them- 
selves also were cleared through COPE. 

The voting record of each Member of Congress on 20 issues in the 

ast 10 years was published, the vote in each instance being character- 
ized as “right” or “wrong”. If a legislator voted in favor of labor’s 
position on a piece of legislation, his vote was recorded as right. It 
was marked wrong if contrary to that position. The cost of publish- 
ing the record was $43,231.77, which came out of union dues money in 
the educational fund of AFL-CIO. 

It was contended by union witnesses that the publication of voting 
records is educational rather than political, thus justifying the use of 
union dues for that purpose. 
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UNITED STEELWORKERS OF AMERICA, AFL-CIO 
(Summary of Testimony) 


The political activities of the United Steelworkers of America, 
AFL-CIO (hereafter “Steelworkers”) are administered by the polit- 
ical action committee formed in 1955. 

The committee maintains two accounts, one relating to voluntary 
individual political contributions and the second designated as an edu- 
cational account. The individual contributions are generally for $1 
each, made by union members. The educational account funds, con- 
sisting chiefly of moneys from regular union dues, come from the 
treasury of the international union. 

Contributions of $178,360 were made by the committee in the 1956 
elections for candidates for Federal office. 

The committee urged the repeal of provisions in the Taft-Hartley 
law prohibiting unions from making political expenditures, and saw 
no objection to the removal of like restrictions on corporations, being 
of the opinion that public disclosure of expenditures was sufficient 
deterrent. 

On the question of endorsement and support by the union of a can- 
didate to whom some of the members would be opposed, the explana- 
tion was that such difference of opinion is disposed of in the same way 
as objections to any policy up for consideration. Any such issue is 
determined by regular union processes, 


THE MACHINISTS NONPARTISAN POLITICAL LEAGUE 
(Summary of Testimony) 


The Machinists Nonpartisan Political League is the political action 
organization of the membership of the International Association of 
Machinists, having been organized shortly after the Taft-Hartley Act 
came into effect in 1947, in order to enable the union to operate in the 
political arena without violating the act. 

The voting records on certain items of legislation are published in 
the regular publications of LAM. The votes of Members of Congress 
are characterized as “right” or “wrong” on these selected issues, no 
voting records being given en all issues. The labels “right” and 
“wrong” presumably reflect the union’s judgment, in the light of its 
own position on a particular bill. 

The cost of publishing and distributing these voting records is borne 
by union dues which find their way into an “educational” fund through 
which the union newspaper operates, and raises the question whether 
such activity is educational or political. 

The league maintains two funds, one called the general fund and 
composed of contributions from individual union members for direct 
support of candidates in Federal elections; the other called the educa- 
tional fund and composed of moneys received from individual lodges 
(from dues paid by individual members). 

The decisions as to the candidates to be given financial support are 
determined by the executive committee of the league. Opportunities 
are afforded to the membership and union councils to express their 
views as to the candidates who should receive such support. 
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Voluntary contributions are solicited each year from the membership 
of the locals throughout the country, and such contributions have been 
made by between 10 and 15 percent of the total membership, a factor 
submitted by the league to show that there is no compulsion in such 
drives. 

IAM conducts an educational program designed to set up local 
political groups and develop strategy in political activities, 


USE OF UNION FUNDS IN POLITICAL CAMPAIGNS 


An investigation of political activities of certain unions conducted 
by the staff in Wayne County, Detroit, Mich., disclosed that union 
dues were used in supporting candidates for Federal office indirectly 
in a number of ways in connection with the elections held in Novem- 
ber 1956, in which campaigns the unions supported integrated slates 
of State and Federal candidates. 

Union members were used as poll watchers, canvassers to get out 
the vote, drivers of trucks engaged in political work, distributors of 
literature, and in other capacities. These members were reimbursed 
from union dues for lost time commensurate with their regular wages, 
and also given expense money. 

As to expenditures by unions for State offices, there was no Michi- 
gan statute prohibiting the same. To the extent that any expendi- 
tures benefited an individual candidate for Federal office whose 
candidacy was included in the slate of State-Federal candidates, the 
position of the unions was that they were not violative of any Federal 
statute relating to political expenditures by unions and could not be 
prohibited constitutionally under the first amendment. 

Since the activities in question were tied to integrated State- 
Federal election campaigns, it was not possible to determine what 
»ortion, if any, of union dues so expended was attributable to any 
Selvael contest. 


E 
OBTAINING WIDER PUBLIC INTEREST AND SUPPORT 
(Summary of Testimony) 


Philip L. Graham, publisher of the Washington Post and Times- 
Herald, has for some years been interested in plans which might raise 
the prestige of politics in American life, aim at more widespread ac- 
tivity by the public in politics, and create wider public support in 
financing political campaigns so that, among other tinge. the quality 
of public officials will be raised. 

A plan, which Graham and his associates in such endeavors have oF 
ported, calls for a program under which the advertising council would 
use some $10 million of available free advertising (placed at its dis- 
posal by American business) to mold public opinion to the virtues of 
wider public support and interest in political campaigns (2093-2095). 
Similar campaigns using such free afivertiainy have been successful in 
such causes as the American National Red Cross, savings-bond drives, 
CARE packages, the prevention of forest fires, etc. 

A program of the nature indicated, which would urge citizens to 
support the parties and candidates of their choice, would obviate the 
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need for or desire to obtain necessary financial support at the hands of 
the wealthy and avoid any question of reliance on the few to whom 
candidates might be beholden. 

A presidential year campaign would undoubtedly be the logical 
time to carry out such a program. The difficulties in meeting such a 
campaign actually underway are understandable but not insurmount- 
able. Onthis phase Graham testified (940) : 


Senator Gorpwater. Getting back to your original sug- 
gestion involving the American Advertising Council, why 
did you not go ahead with that plan? 

Mr. Granam. Well, I could be boringly long, but I will try 
to be boringly brief, Senator, in capsule form. 

The word “politics” as you are familiar with it, frightens 
some business people still, unfortunately. Business people 
who are willing to support the Red Cross, or CARE pack- 
ages, begin to get alarm signals when you talk about getting 
into helpful political activity, even though this was non- 
partisan, and bipartisan, and so on. So to get everyone’s 
agreement on the contributing end—and these were people 
we were asking to give $10 million worth of advertising, and 
not just pennies, and to put their whole good institution into 
this—to get their support we had to assure them that there 
would be a high level bipartisan committee of such prestige 
that nobody in the country would question this activity. 

We tried originally to ask President Hoover and ask Presi- 
dent Truman to head this up, as honorary chairmen. Those 
things, as in all life, take a lot of time, and both national chair- 
men were working to get that done, and it turned out that the 
two gentlemen together could not do it for personal reasons, 
and what I wouldn’t elaborate on here. 

Then we went searching for some other prestige people, 
and we found again that people were sheationk hae the plan, 
or were busy, and the months went by, and it just kind of 
collapsed of the difficulty of negotiating out that kind of a 
high-level committee. 

I think we didn’t start early enough, sir, and I believe that 
in 1960 if we start a year and half ahead of time, something 
like this can be done, if interest is shown in it by people in 
public office. 


F 
AN EXPERIMENT IN CAMPAIGN FUND RAISING 
(Summary of Testimony) 


An experiment was conducted in Alexandria, Minn., to determine 
the result of a mass appeal to voters to raise campaign funds. 

Alexandria has a population of 6,300. The plan was to make a 
house-to-house canvass in certain areas of the city, soliciting con- 
tributions for campaign funds which would be apportioned among 
the political parties and groups operating in said city. The test was 
supported by both major political parties in Minnesota and by the 
newspapers. 
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John C. Obert, a city editor, and Byron G. Allen, Minnesota com- 
missioner of agriculture, were active in the movement. 

Over 60 volunteer solicitors contacted around 1,000 families, and 
were successful in obtaining contributions from 76 percent of them. 
Contributions ranged from 8 cents to $100. 

Those contacted were told that they could give to the overall fund 
which would be divided by the political groups in the city, or direct 
that their contributions be turned over to the party of their choice. 
The overwhelming majority of contributors were entirely willing to 
contribute to the general fund. 

Obert testified that three times as many contributions were received 

as had previously been made to all parties and that the experiment was 
successful in establishing the possibility of evoking a wider interest 
by the public in our political life and an awareness of the need to pro- 
vide financial support in political campaigns. 

Allen recommended that the Alexandria experiment be implemented 
on a national basis by means of an organization chartered by Con- 
gress. It would be the function of such an organization to direct the 
fund-raising program and to see to it, under congressional direction, 
that the money was properly and judiciously raised, accounted for, 
and expended. 

G 


COMMITTEE’S QUESTIONNAIRE TO FORMER MEMBERS 
OF THE UNITED STATES SENATE 


A summary of the answers of former Members of the United States 
Senate to a questionnaire sent out by the special committee, is stated 
below.*® 


Question 1. Should additional responsibility be placed on candidates 
by requiring political committees to get their approval before 
beginning to operate in their behalf? 


Former Senators responding to our inquiry divided sharply on 
this question with somewhat more sentiment favoring rather than 
opposing a requirement that political committees get the approval of 
candidates before beginning to operate on their behalf. 

Said former Senator Robert Hendrickson, of New Jersey, in sup- 
port of this requirement: 


It is my considered judgment after many years of experi- 
ence that political committees have become the instrumental- 
ity by which both the spirit and the letter of the law are 
evaded. Thus I would place additional responsibility upon 
the candidate making sure however that he could not be the 
victim of some conspiracy on the subject of contributions, 
through the unlawful use of his fiscal program by unauthor- 
ized participants. 


In opposing the necessity for approval by a candidate before com- 
mittees may actively support him, former United States Senator 
Scott Lucas, of Illinois, said: 


The individual responses are set forth in full in the appendix to vol. 2 of the com- 
mittee’s printed hearings. 
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It would be utterly impractical to require every committee 
of three or more to get approval from a candidate before 
working for him. To penalize a voluntary committee of this 
kind is to strike at freedom of choice in the primary or gen- 
eral election and violates the spirit of the Constitution. It 
would also place on a candidate an intolerable burden. Be- 
fore a candidate could conscientiously give official approval 
to any group which might operate in a campaign he would 
have to investigate it thoroughly, and such investigations on 
a statewide basis could easily take more time and money than 
the campaign itself. 


Gov. Albert Chandler, of Kentucky, took a similar point of view, 
stating: 
In national elections it would be utterly impossible for a 
candidate personally to approve or be responsible for politi- 
cal committees which might pet in his behalf. These 
committees are frequently small, widespread, and too numer- 
ous to permit the candidate to know their composition. 


Senator Hendrickson’s views were supported by former Senators 
Mead, Hatch, Brown, Robinson, Wallgren, Dill, and Duffy. Sup- 
porting Lucas and Chandler were former Senators Stewart, Ball, 
Dickinson, and Johnson. 

Former Senator C. Douglass Buck, of Delaware, replied that candi- 
dates should have knowledge of committees’ plans and objectives. 
Senator Chan Gurney, of South Dakota, indicated that he favored 
requiring political committees to get candidates’ approval before be- 
ginning to operate in their behalf, provided money was spent by such 
a committee. He said he would oppose the requirement if it involved 
“just a local committee working on a volunteer basis.” 


Question 2. Would you recommend designation by every Member of 
Congress of a political or fiscal agent to be made a matter of 
public record on either a permanent or campaign basis? 

A large majority of the former Senators favored designation by 
Members of Congress of a political or fiscal agent, to be made a matter 
of public record on either a permanent or campaign basis. 

Nearly all of those who expressed approval of this provision pre- 
ferred that such an appointment be made on a campaign rather than a 
permanent basis, although former Senator Hatch of New Mexico 
stated : 


Such an agent should be designated on a permanent basis. 
All contributions of every kind, in or out of campaigns, should 
be open to public inspection. 


Among the former Senators favoring such a proposal for political 
campaigns were Duffy, Dill, Chandler, Wallgren, Robinson, Brown, 
Ball, Hendrickson, Buck, Mead, and Gurney. 

Senator Johnson said he saw nothing wrong in it but that he did 
not recommend it. 

Opposition to this requirement was expressed only by former Sena- 
ators Stewart, Dickinson, and Lucas. The latter commented: 


Just how the designation of a political or fiscal agent by a 
Member of Congress will cure some imaginary or actual evil 
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that some individual or group might be conj wring up, is diffi- 
cult for me to understand. It will in no wise add any clari- 
fication of financial contributions. 


Question 3. What changes would you suggest as to the timing, con- 
tents and place of filing reports of campaign finances by candidates 
and committees? 

Relatively few suggestions were advanced for changing the present 
requirements with respect to timing, contents and place of filing reports 
of campaign finances by candidates and committees. 

Senator Mon Wallgren suggested that a report be published not later 
than 5 days before shecticin. 

Senator Joseph Ball recommended that reports should be filed both 
locally (State or district) and with Congress, 60, 30, and 5 days be- 
fore election. 

Senator Chan Gurney proposed monthly filing prior to election day 
and complete filing subsequently. 

Senator William Benton stated: 


Reporting should take place not only immediately after the 
election is over but also shortly before the election and again 
at stated intervals during the year to take care of any new 
funds or omissions. 


He further recommended that public reporting be applied to pri- 
maries and nominating conventions for Federal offices as well as to 
general elections. 


Question 4. Should limits and reporting requirements be placed on 
individuals making large contributions in political campaigns? 
The majority favored imposing limitations and reporting require- 
ments on individuals making large contributions in political cam- 
paigns. 

Senators Duffy and Johnson thought that any person making a 
contribution of $1,000 or more should be required to report such con- 
tribution; Senator Mead recommended that the industrial connec- 
tions of any individual contributing over $1,000 should also be re- 
ported; Senator Brown stated that he regarded the placing of limita- 
tions and reporting requirements upon individuals making large con- 
tributions as most vital. 

Senator Dill said: 


Limitations of a reasonable amount of contribution should 
be placed on individuals and a total limitation on members of 
the same family. 


Senator Lucas thought existing reporting requirements relating to 
the filing by candidates of individual cintitbetions received was satis- 
factory, but he favored limitation of the maximum individual contrbu- 
tion. 

Senator Gurney favored the limitation of contributions by individ- 
uals but stated he was not now close enough to the problem to estimate 
what the limit should be. In his view, reporting should be the respon- 
sibility of the candidate or his agent rather than of the individual mak- 
ing the contribution. 
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Affirmative answers to question 4 were given by Governor Chand- 
ler and Senators Stewart, Robinson, Tunnell, and Buck. 

Senator Hendrickson stated that he had never been concerned about 
limits as such but that reporting requirements should be made man- 
datory and supported by adequate enforcement provisions. Senator 
Hatch agreed that full publicity might be more useful than limitations, 
unless the laws could be amended so as to make evasion of limitations 
impossible, a most difficult thing to do, in his opinion. 

Senator Benton of Connecticut stated : 


I would eliminate all ceilings on campaign contributions 
from individuals and groups not on the public payroll. Hav- 
ing done this I would then insist upon the most rigorous 
reporting and publicizing of all contributions from whatever 
source and use for whatever purpose. 


Senator Dickinson observed that he had always felt that reporting 
by individuals interested in a candidate had never been of any public 
benefit. 

Senator Ball answered this question in the negative. 


Question 5. Have you any suggestions about modifying or eliminating 
ceilings on expenditures by candidates and committees? 

There was a fairly even division between those respondents favoring 
and those opposing retention of ceilings on expenditures by candidates 
and committees. Many former Senators indicated they had no sug- 
gestions to offer with respect to this question, occasionally stating they 
felt that they were not close enough to the situation to make helpful 
comments. 

Senator Ball of Minnesota wrote that “Ceilings are meaningless and 
should be eliminated.” In the body of his letter to the committee 
he stated: 

I think my principal conclusion, from my observation, is 
namely that ceilings on campaign expenditures are meaning- 
less and that a thorough system of reporting on both local 
and Federal levels would be much more meaningful. 


Governor Chandler of Kentucky observed that: 


It is almost impossible to place a realistic ceiling on ex- 
penditures by candidates ied committees. Modern costs of 
presenting effectively issues of a political campaign preclude 
a ceiling which is realistic. 


Senator William Benton of Connecticut commented that: 


Although there are many important restraints written into 
present corrupt-practices laws, Federal and State, they are vir- 
tually worthless in setting realistic financial limitations upon cam- 
paigns or in insuring responsible reporting of contributions and 
expenditures. They are so meaningless in terms of the ceilings 
they set, because of the legal loopholes through which candidates 
and their managers and lawyers can drive bulldozers, that can- 
didates are forced into insulting the spirit of the Federal law by 
carefully obeying the legal conventions which have been studi- 
ously built up around the letter of the law. 

92693—57——-9 
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Senator Owen Brewster of Maine wrote: 


I feel that limits on expenditures are very difficult of 
enforcement and I would rather emphasize the very great 
importance and desirability of publicity as to expenditures 
and their source. This enables the public to determine some- 
what as to what it is all about. 


Senator Hendrickson of New Jersey observed that: 


Ceilings are secondary to the fact that the public should 
know to whom candidates owe allegiance and to what extent. 
* * * T am confident that ceilings are not the answer, only 
accurate reporting. The severe penalties for violations will 
cure the abuses. 
Senator Johnson of Colorado commented : 


Ceilings are difficult. Conditions in States vary from elec- 
tion to elec ‘tion and among the States. The cost ‘of elections 
has doubled each 10 years in the past 3 decades that I know 
about personally. 


Senator Scott Lucas of Illinois, while criticizing the present ceilings, 
would not eliminate them. Said he: 


Two developments in recent years have made existing ceil- 
ings on expenditures completely unrealistic : 

(1) the tremendous increase in the cost of all services 
covered by the present ceilings; 

(2) television, the most effective and most expensive 
means of modern campaigning, was unknown at the time 
current law was written. 

Legislation raising ceilings on expenditures should recognize 
these facts of political life which every candidate must cope 
with in every campaign. 


Senator Gurney, of South Dakota, suggested that a “reasonable 
ceiling” be established “in direct ratio ‘to State population with first a 
basic amount granted to all States no matter what size.” 

Senator Carl Hatch observed that “the amount allowed the national 
committees should be increased but enforceable limitations should be 
placed by Congress.” Senator Stewart thought that ceilings “per- 
haps should be increased,” while Senator Brown commented that 
“the present situation is about as well as can be done.” Senator 
Benton stated that “if ceilings are taken off campaign contributions, 
men of wealth are obviously at a great advantage.” 


Question 6. Would any practical difficulties result relative to effective 
administration and enforcement of an amended act if ceilings 
are removed ? 


A substantial majority was of the opinion that no practical difficul- 
ties would result relative to effective administration and enforcement 
of an amended act if ceilings were removed. 

Governor Chandler stated that practical difficulties might result 
but that he did not believe they would be insuperable; Senator Hend- 
rickson indicated that he had little concern about practical difficulties 
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if the reporting were accurate, honest, and supported by sound and 
effective enforcement; Senator Prentiss Brown, while opposing the 
elimination of ceilings as unwise, conceded he did not believe that any 
administrative difficulties would arise if they were eliminated; Sena- 
tor Benton, who was reluctant to abandon the principle of ceilings on 
the ground that removal might hurt candidates of limited means (thus 
leading him to favor public assistance to candidates) also doubted that 
special problems of administration would arise. 

Senator Hatch expressed the opinion that administration and en- 
forcement is always difficult under any act but that this should not 
deter an honest attempt to correct present abuses. 

Senators Wallgren, Buck, and Dickinson foresaw no special prob- 
lems arising from the removal of ceilings. 

Senator Lucas dissented from the views of the majority, stating 
that he believed removal of ceilings would lead to special problems 
related to effective administration and enforcement. “Without any 
ceilings on candidates’ expenditures”, he said, “elections could be- 
come financial wars won by the candidates who have the most money 
to spend.” 

Senator Gurney agreed with Lucas that if ceilings were removed, 
a poor candidate would be penalized against a well-financed one; 
Senator Mead also thought removal of ceilings would create special 
problems. 


Question 7. Should Congress exercise its power to alter State laws re- 
lating to congressional elections (art. 1, sec. 4,ch.1) by superseding 
State limitations on campaign finances with a uniform Federal 
law? 

A substantial majority of the former Senators responding to our in- 
quiry felt that Congress should not exercise its power to alter State 
laws relating to congressional elections by superseding State limita- 
tions on campaign finances with a uniform Federal law. 

The basic problem was set forth by Governor Chandler: 


The difficulty which would flow from a uniform Federal 
law superseding State limitations on campaign finances 
would occur in connection with the size, population and other 
peculiar characteristics of the various States. Unless the 
Federal law would, on some basis, take into account these 
admitted peculiarities, it would work an injustice. 


Among those advocating that Congress develop a uniform Federal 
law were Judge J. Ryan Duffy (“I think there should be a uniform 
State law pertaining to the election of Senators and Representa- 
tives”), Senator Prentiss Brown of Michigan (“I think this should 
be done. How about primaries?”), and udge Carl Hatch, former 
United States Senator from New Mexico (“Such exercise of con- 
gressional power would do no harm and might improve some condi- 
tions”). 

Senator Hendrickson of New Jersey agreed. Said he: 

If such a program is enacted within the framework of the 


Constitution, it would be a most welcome contribution to our 
election machinery and the improvement thereof. 
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He added: 


I am of the opinion that the most forward step which we 
can make in any revision of our election machinery is to ob- 
tain greater uniformity in the 49 jurisdictions which are 
charged with the enforcement of our election laws. 


Elsewhere he stated : 


Federal candidates are elected to serve the entire Nation 
and should at all times and in all things be subject to Federal 
controls. 


Opposition to a uniform Federal law was expressed by many re- 
spondents. Senator Johnson stated: “Congress should not alter State 
laws relating to congressional elections.” Senator Robinson of Indi- 
ana said, “I believe the individual States should handle this them- 
selves”; and Senator Mead of New York opposed on the grounds that 
“what applies to Nevada may not prove adequate in New York.” 

Senator Dill of the State of Washington took a position similar to 
that expressed by Senator Mead. Said Dill: 


Owing to the wide divisions and conditions in different 
States a uniform Federal law superseding State limitation 
hardly seems desirable unless it be a ceiling for the amount 
to be expended. 


Senator Stewart of Tennessee set forth his strong opposition to the 
principle by stating: 


I am perhaps very much alone in some of my views with re- 
gard to Federal control on elections * * * I think the Fed- 
eral control of elections is a very serious mistake and while 
no doubt it is on its way here it will, in my opinion, prove to 
be very disappointing if we are to retain our present form of 
government. 


Senator Lucas observed: 


Here confusion would really reign unless you pass a uni- 
form Federal law holding Federal elections on a date differ- 
ent from those held by the States and counties. When a coali- 
tion ticket of county, State and Federal officers is on the same 
ballot, a difficulty arises as to the proper allocation of funds 
contributed in that election. It just couldn’t be done 
equitably. 

Senator Dickinson of Iowa wrote: 


It seems to me there has been too much legislation in the 
national field governing matters that should be left to State 
authority * * * I am still a great believer in States rights 
and permitting States to fix their laws governing the duties 
as such, rather than to have the Federal Government control 
them. The suggestions heretofore made above indicate that 
it is my view that every time Congress attempts to do some- 
thing by Federal legislation that should be limited to the 
State it creates more difficulties that have an adverse effect on 
the public interest. 
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Senator Ecton of Montana stated: 


I think campaign contributions as related to Senators and 
Representatives should be left entirely to the States * * * 
the Federal Government, in my opinion, should leave that 
matter to the individual States as to the amount which may 
legally and normally be spent in electing any candidate for 
any office within the State. Congressmen become Federal 
officers only after they receive a majority vote within a given 
State. 


Question 8. Should Federal reporting be required from committees 
working entirely within one State for a Federal candidate? 
Approximately two-thirds of the respondents advocated requiring 
intrastate committees working in behalf of a candidate to report at 
the Federal level. 
In endorsing this procedure, Governor Chandler stated : 


Unless such reporting is required, the national candidate 
could avoid any reporting by the simple devise of breaking 
down his organization into 48 State units. 


Senator Hendrickson of New Jersey wrote that his answer was— 


Definitely in the affirmative. Federal candidates are 
elected to serve the entire Nation and should at all times and 
in all things be subject to Federal controls. 


Senators Ball, Brown, Hatch, Robinson, Wallgren, Duffy, and Buck 
supported this proposal. 

Senators Dickinson, Johnson, Lucas, and Stewart opposed. 

Senator Mead indicated that he would favor Federal reporting by 
intrastate committees working for Federal candidates only if State 
law did not cover such committees. Senator Gurney indicated he 
would oppose the Federal reporting requirement as related to intra- 
state committees, provided national committees were required to re- 
port activities of all State committees as well as their own. 


Question 9. Should tax concessions in the form of a taw credit or of a 
deduction from gross income be allowed to encourage popular giv- 
ing to campaigns? 


The majority of the former Senators who responded to our inquiry 
favored tax concessions in the form of tax credit or deduction to en- 
courage popular giving to political campaigns. 


In support of the principle of tax concessions, Senator Lucas wrote: 


In my opinion, if a tax credit is made or a deduction from 
the gross income allowed a contributor in a campaign, it 
would go a long way in keeping the two political parties of 
the country financially sound and would also give to Members 
of Congress a better opportunity to obtain contributions 
which most of them need more than ever today, in view 
of the tremendous costs involved. The deduction should also 
be allowed to any contributor. For example, to a dinner 
which promotes the interest. of either of the two major polit- 
ical parties. Politics is the life of the Nation and every con- 
structive approach should be made to keep both political 
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parties solvent and also to aid candidates who are willing to 
run for public office in order that free government may con- 
tinue. 

Governor Chandler of Kentucky observed : 


With limitations, deductions from gross income should. be 
allowed. Such deductions are permitted when they are made 
for the purpose of public education and it seems to me tnat 
they are justified in connection with the debate of public 
issues. 


Senator Benton of Connecticut said that he would look favorably 
on a tax credit up to $10 in any one year. 
Senator Dickinson of Iowa favored tax concessions with limitation. 


He said: 


It is my impression that you would be justified in giving a 
tax exemption for a limited amount donated to any Member 
of the Senate or the House for campaign purposes. This 
would be a donation to influence public policy for the benefit 
of the whole. 


Other former Members of the Senate writing in support of the 
principle of tax concessions included Senators Gurney (“I believe we 
should try this if size of donation is limited”) ; Johnson (“Yes, unless 
public support for candidates is provided. It would be preferable to 
tax everyone and provide public assistance to candidates”); Ball 
(“$50 or $100 deduction allowed would make a lot of sense”) ; Dill 
(“Tax deductions might be allowed from gross income for an amount 


not to exceed a reasonable sum, say between $1,000 or $2,000”) ; 
and Wallgren. 

Senator Mead indicated he would support a limited tax deduction. 

Judge Duffy said he might be willing to support a carefully worked 
- program but he thought the proposal would be subject to many 
abuses. 

In opposing any form of tax concession, Senator Hendrickson 
stated that: 


Such concessions would lead to tax evasion and should 
not even be considered. They would also make for confusion 
of the election processes. 


Senator Hatch also expressed strong opposition, Said he: 


Decidedly not, purely voluntary. Abuses of campaign 
contributions will not be corrected until all private contri- 
butions are prohibited and adequate appropriations are 
made to pay legitimate campaign expenses. This is not a 
new thought, why not explore it. 


Other opponents of tax deductions or credit were Senator Robin- 
son (“I doubt the advisability of allowing such deduction”) ; Senator 
Brown (“I do not favor any form of tax exemption’) ; Senator Ecton 
(“I would not exempt any political contributions from the Income 
tax.”) and Senators Buck and Stewart. 

Additional item.—The reply of former Senator Owen W. Brewster 
of Maine (p. 1306) raised a problem which merits separate legislative 
consideration. Senator Brewster suggested that the existing dis- 
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closure statute covering periodicals be amended so as to require dis- 
closure of the identity of any holder of a financial interest sufficient 
to establish control of the periodical. The text of Senator Brewster’s 
suggestion is printed in the appendix at p. 338. 


H 


COMMITTEE’S QUESTIONNAIRE TO POLITICAL 
SCIENTISTS 


A summary of the answers of 16 selected political scientists to a 
questionnaire sent out by the special committee is stated below: ** 


Question 1. What recommendations have you as to extending the 
Corrupt Practices Act: 
(a) Congressional primaries; 
(6) Presidential nominating processes; 
(c) Presidential election campaign. 


The overwhelming number of responses suggested that the Corrupt 
Practices Act should be extended to congressional primaries and 
the presidential election campaign. Only one opposed including the 
presidential nominating processes. Several indicated that their 
answers were predicated upon a serious revision of the Corrupt 
Practices Act. 


Question 2. Should intrastate committees working in behalf of can- 
didates for national office be required to file reports with the 
Secretary of the Senate and the Clerk of the House? 


All but one of the experts agreed that intrastate committees work- 
ing on behalf of candidates for Federal office should be required to 
file reports with the Secretary of the Senate and the Clerk of the 
House even if such committees were organized in support of a slate of 
candidates. Several replies included a statement that without such 
information from intrastate committees reporting totals would have 
little real meaning at all. 


Question 3. If local committees are to be included in coverage by the 
law, would you suggest any devices to eliminate reporting of 
financially insignificant activity? 

(a) Exemptions if consolidated statements are filed by a higher 
echelon committee; 

(5) Flat exemption if committee handles less than some arbi- 
trary amount; 

(c) Exemption if no contributor gives more than some arbitrary 
amount, e. g. $100. 

(d) Other devices. 


The experts agreed that if consolidated statements are to be filed 
by a higher echelon committee, it would be desirable to exempt 
local committees from filing. A majority favored exempting groups 
which handled less than a certain arbitrary amount, such as $500 or 
$1,000. There was more reluctance to exempt groups on the basis 


46 The individual responses are set forth in full in the appendix to vol. 2 of the commit- 
tee’s printed hearings. 
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of the size of its largest single contribution, i. e., to exempt a group if 
no single contributor gave it more than $100. 


Question 4. What allocation formula appears most practicable to 
establish the proportion of funds spent for Federal candi- 
dates by committees supporting a slate including local offices? 


Less than half the respondents answered this question. Three 
favored the allocation formula set. forth in the Hennings bill intro- 
duced in the 84th Congress (S. 636) and one regarded the formula 
prescribed in the Johnson-Knowland bill (S. 3308) as preferable, 
but some uneasiness was expressed with respect to both. 

For example, Prof. Alexander Heard, of the University of North 
Carolina, advanced the view that “no allocation formula is prac- 
ticable.” 


Question 5. Some States (New Jersey, Florida, New Hampshire) 
(also England), require a candidate to appoint a political or 
fiscal agent to handle finances. Would this effect a substantial 
improvement in Federal campaign practices? 

There was virtual unanimity that an improvement in Federal cam- 
paign practices would result 1f candidates were required to obtain a 
political fiscal agent to handle finances. The consolidated reporting 
which such a system would facilitate was mentioned as an important 
advantage. 

Several political scientists commented that the Florida experience 
with such a provision appeared to have worked well. Professor Man- 
ning J. Dauer, chairman of the ene of Political Science at 
the Univer ‘sity of Florida, had this to ss 


Certainly the requirement of a Venice fiscal agent, 
namely the designation of a State-wide or district treasurer 
for a campaign, with subtreasurers for counties or cities, has 
proved effective in Florida. I believe we get a much clearer 
picture now of financial contributions. I believe this practice 
could readily be extended to campaigns for candidates for 
national office. 


Professor Overacker of Wellesley College observed that it should 
be possible for a candidate to designate a party committee as well 
as an individual to serve as his agent. 


Question 6. Is it desirable to require formal approval by a candidate 
before a committee may be active for him? 

(a) Do any qualifications occur to you? 

(6) Should legally recognized political party committees be 
exempted from this requirement? 

(c) Should any distinction be made between congressional and 
presidential candidates? 

(d) lt has been suggested (66 Harv. L. Rev. 1268), that candi- 
dates not be permitted to accept aid, such as sponsored 
rallies and TV-radio appearances, unless the arrange- 
ments committee submits to his control. Would this be 
desirable and practical? 

(e) Another suggestion has been that committees not controlled 
or authorized by the candidate be required to announce 
that fact in connection with all their activities. Would 
you comment on this? 
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Most comments indicated that it might be desirable to require 
formal approval by a candidate before a committee could be active 
in supporting him, but it was the view of many of those responding 
to this questionnaire that such a requirement might not be constitu- 
tional. 

There was division of opinion as to the wisdom of exempting legally 
recognized political party committees from the requirement of formal 
approval, but the majority favored such an exemption. 

The group unanimously agreed that no distinction should be made 
between presidential and congressional candidates. The suggestion 
that candidates should not be permitted to accept aid such as sponsored 
rallies and TV-radio appearances unless the arrangements committees 
submitted to candidates’ control, was viewed as possibly desirable but 
not practical. 

The group divided about equally with respect to the suggestion that 
committees not controlled or authorized by the candidate be required 
to announce that fact in connection with their activities. 


Question 7. Do independent committees for national candidates 
weaken or strengthen the national political party committée? 

All the experts believed that the establishment of independent com- 
mittees for national candidates probably would tend to weaken the 
national political party committee. No sentiment was expressed, how- 
ever, to ban or restrict the activities of the independent committee. 
Several thought it would not be possible to take such action; others 
thought it would not be desirable to do so. 

Several of the experts observed that under certain circumstances 
such committees could be a source of strength either to a candidate who 
for one reason or another lacked the wholehearted support of the party 
organization, or even to the organization itself. It was noted that 
several campaign groups have long been established to facilitate 
appeal to special constituencies—such as veterans, labor, lawyers, 
minority groups—and that by increasing the financial and electoral 
support of a candidate they may indirectly improve the position of 
the regular party organization. 


Question 8. Should ceilings on expenditures be abolished as to: 
(a) National committees? 
(6) Candidates? 

There was overwhelming sentiment for the removal of ceilings. 

Fourteen of the sixteen respondents favored the removal of ceilings 
on expenditures by national committees, and 13 endorsed the no-ceiling 
principle with respect to activities on behalf of candidates. Nearly 
all of the experts used the principle of full disclosure and publicity 
as far more effective than a ceiling formula. One professor termed 
ceilings “inducements to subterfuge.” ° 

Prof. Clarence Berdah]l of the University of Illinois, in dissenting 
from the majority view, conceded that it was very difficult to suggest 
realistic ceilings but thought that probably some limits should be estab- 
lished. “To allow unlimited expenditures,” he said, “even with respon- 
sible accounting would probably arouse suspicion.” 

Professors Overacker, Pollock, and Heard, three of the leading 
authorities in the field of campaign finance, recommended the removal 
of ceilings for expenditures of both national committees and can- 
didates. 
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Question 9. The law at present allows numerous exemptions in the 
limitation on spending by candidates, such as travel, printing, 
postage, telephoning, etc. Should such exemptions be retained 
if limits are retained on election spending ? 

The experts divided on this question but approximately two-thirds 

of them were in favor of removing exemptions even if limits are 

retained on election spending. 

Four University of Michigan political scientists (in a joint re- 
sponse) termed the exemptions as “farcical” and Professor Heard 
stated that there was “no rationale for distinguishing between the 
present ones and other types of campaign expenditures.” Professor 
Beiler, who opposed retention of the exemptions, indicated that ceil- 
ings should be made high enough to permit an adequate campaign with 
all expenses set forth. 


Question 10. If ceilings are to be retained, what recommendations 
have you for fixing the ceilings for the various campaign levels? 
Since the political scientists overwhelmingly favored the removal 
of all ceilings, many of them did not answer this question. No uni- 
formity was observable in responses which were made. Professor 
Bone suggested a ceiling of $5 million for national committees; Pro- 
fessor Berdahl recommended at least $12 million to $15 million for 
Presidential campaigns; and Professor Goodman suggested $20 million 
to $30 million. 

Professor Heard stated that “if ceilings are to be retained they 
should be made so high as to be above normal spending requirements. 
One of the disadvantages of retaining them lies here, because those 
visible maximums might tend to become minimums to which contest- 
ants aspire.” 

With respect to ceilings for congressional candidates, Professor 
Berdahl recommended $25,000 for senatorial aspirants and $10,000 for 
House campaigns. Professor Beiler suggested 15 or 20 cents per reg- 
istered voter in the jurisdiction in both primary and general election. 


Question 11. Do you have any comments on the formulas for ceilings 
proposed in recent bills (S. 636, Hennings; S. 3308, Johnson- 
Knowland) which fix a basic ceiling which can be exceeded only 
where justified by a formula based on 10-20 cents per vote cast? 

Less than half of the respondents answered this question. Failure 
of other experts to comment may be due to the fact that they had gone 
on record elsewhere in opposition to the principle of ceilings. Nearly 
all of those who did answer contented themselves with statements that 
they opposed any ceilings whatever. Professor Berdahl alone 
endorsed the formula. Professor Goodman was the only other po- 
litical scientist to direct himself to the question. He stated, “the 
total limit of such a formula is that the past is a standard for the 
present. However, flexibility through such an alternative is preferable 
to a fixed ceiling.” 


Question 12. What limits should be put on contributions by indi- 

viduals? (S. 636, Hennings, proposed $10000 overall limit; 

S. 3308, Johnson-Knowland, does not limit contributions by 
individuals.) 

There was strong sentiment in favor of placing no limitation on 

contributions by individuals. 
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Only four political scientists favored some limitation. Professor 
Bone recommended a $10,000 overall limit. Professor Beiler, while 
establishing the same maximum, would provide that no more than 
$2,000 could be given to campaigns for the House, $3,000 to senatorial 
campaigns, and $5,000 for the presidential contest. Professor Heard 
also expressed his support for a $10,000 maximum, but he pointed out 
that the establishment of a figure would depend in part on whether 
alternate sources of campaign funds were available. 

Professor Berdahl, the fourth political scientist to favor limita- 
tion, suggested that large grants from the public treasury be made 
available for campaigns and that this be supplemented by limitation 
of individual contributions to $100 or $500, not more than $1,000 in 
any case. He asserted that small sums from larger numbers of indi- 
viduals are definitely to be encouraged. 


Question 13. Do you think it necessary to provide special prohibitions 
on evasion of limits on individuals by forbidding gifts in the 
name of relatives and others, or anonymous gifts? 

Few replies were received to this question, presumably since most 
respondents had previously indicated their opposition to any limits 
to contributions by individuals. Three political scientists answered 
the question in the affirmative; two others, while noting their opposi- 
tion to limits, asserted that there should be prohibitions against re- 
ceipts of enormous gifts. A sixth reply stated: 


It is highly desirable to spell out in law a specific prohibi- 
tion against contributing through dummies, all parties to 
the process being held responsible. Any prohibition against 
anonymous gifts must apply to recipients as well. 


Question 14. Several current proposals would require that any indi- 
vidual or group which contributes an overall total of $5,000 in 
anl calendar year should file separate reports. Do you agree with 
such proposals? 


There was some division of opinion on this question but most an- 
swers indicated that such a requirement was not necessary if a respon- 
sible consolidated reporting system were adopted. 


Question 15. Should Government subsidies be extended to political 
parties either in the form of outright grants or in the form of 
subsidies for television and radio? 

About three-fourths of the experts favored some form of Govern- 
ment subsidy. 

Professor Pollock and his University of Michigan colleagues advo- 
cated a Federal grant not merely to assist in the campaigns but to 
secure effective enforcement of the other provisions of the law. In 
their joint statement they stated : 


We also feel in a matter of public assistance in campaign 
expenditures that if it is felt desirable to assist. political 
parties in campaigns, that the original idea proposed by 
Theodore Roosevelt be followed, namely, that a specified sum 
be contributed to the end that effective regulation would fol- 
low, that is to say, the Federal Government contribute a cer- 
tain sum, say $1 million, to each one of the political parties, 
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which would be paid over if and when those parties had 
scrupulously complied with all requirements of Federal law. 
This would recognize both the desirability of Federal aid to 
civic education through political parties and would also 
achieve the goal of assisting in the regulatory process. 


Professor Heard, of the University of North Carolina, wrote that 
he favored “every form of feasible State and Federal Government 
subsidy—direct and indirect—that can be administered with safe- 
guards for the public purse, and that does not produce an unwanted 
revolution in our political party organizations. Whoever controlled 
the public funds after they got into the political party would have a 
bit of leverage.” 

Dr. Goldman suggested that the simplest and most direct form of 
subsidy would be a grant to the national committees of the political 
parties. Under such a scheme C ongress might appropriate $1 mil- 
lion yearly, allocated on a percentage of the vote in the previous 3 or 4 
presidential elections. An alternative suggestion was that Congress 
pay the cost of conducting the national presidential nominating con- 
ventions and provide each national committee with an outright grant 
of $1 million for use in television and radio activities. 

Professor Berdahl, of the University of Illinois, while supporting 
an outright grant by the Government as well as governmental subsi- 
dies for television and radio, argued that something should at least 
be done about television cost and the distribution of television time. 

Some opposition to governmental subsidies was voiced by respond- 
ents. Mark Hatfield, secretary of state of Oregon (formerly profes- 
sor of political science at W illamette University). said that subsidies 
were “theoretically appealing but difficulties in setting amounts and 
providing adequate allocations for emerging minor parties appeared 
to combine to render such proposals entirely unworkable.” Professor 
Rhoten Smith, of the University of Kansas, in setting forth his oppo- 
sition to subsidies, stated that political parties serve an indispensable 
function in our system of government precisely because they are vol- 
untary associations financed and sustained by their friends. 


Question 16. Do you care to make any statement on these various 
suggestions for altering the present equal-time provisions of the 
Federal Communications Act: 

(a) Limiting application of the equal-time provision by im- 
posing some minimum popular vote requirement (8. 
3308). 

(b) Require television and radio licensees to award some free 
time. 

(c) Arbitrarily limiting each party and candidate to a maxt- 
mum amount of TV -radio time. 

(d) Repeal equal- time statute and leave all arrangements to 
discretion of the broadcasting industry, operating in the 
public interest. 


Respondents appeared to be in general agreement with respect to 
many of the suggestions which have been advanced relative to modi- 
fying the present equal-time provisions of the Federal Communica 
tions Act. No one advocated repeal of the statute, which would leave 
all arrangements to the discretion of the broadcasting industry. There 
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was no enthusiasm for the suggestion that each party and candidate 
be arbitrarily limited to a maximum amount of television-radio time. 

Considerable sentiment was evident for requiring television and 
radio licensees to award free time. One political scientist suggested 
that the Federal Government subsidize radio and television political 
time during political campaigns and provide this at no cost, or low 
cost, to candidates and political parties. 

The experts also endorsed the principle of limiting the equal-time 
provision by imposing some minimum popular vote requirement. In 
this connection, the consensus was that the two major parties should 
continue to have equal time but that arrangements for minor parties 
should be determined on the basis of the minimum popular vote re- 
quirement. One political scientist, however, objected to such a dis- 
tinction on the grounds it might tend to destroy minor parties, while 
another suggested application of the formula only beyond the top four 
parties. 


Question 17. Would you approve tax credit or deduction for political 
contributions? If so, what qualifications do you suggest? Have 
you given any thought to the problem of administering such tax 
concessions ? 

The political scientists were unanimous in recommending some form 
of tax deduction or credit. More interest was expressed in the former 
than in the latter. Recommendations as to the maximum deduction 
to be permitted varied widely but $100 to $150 seemed to be acceptable 
to nearly everyone. 

A number of the experts expressed views similar to those set forth 
by Professor Pollock and his Michigan colleagues, who wrote : 


A contribution to a political party is in the public interest 
and should therefore be deductible like any other similar con- 
tribution to charitable and eleemosynary institutions. 


_ It was suggested, too, that a deduction or credit would create public 
interest in campaigns and elections and would serve as public recog- 
nition of the importance of political activities. Also it would serve to 


increase the number of contributors, thus lessening dependence upon 
the large contributors. 


Question 18. Have you any views about allowing tax deductions to 
candidates for campaign expenses? 

There was overwhelming sentiment in favor of permitting tax de- 
ductions to candidates for campaign expenditures. One expert sug- 
gested that if a fiscal agent system were adopted along with provisions 
for tax deduction, a candidate’s personal expenditures should be 
handled in the accounts of the fiscal agent as a regular contribution. 


Question 19. Will you comment on the present system of reporting 
campaign contributions and expenditures, as required by law? 
W hat revisions, if any, would you suggest? 

It was felt that a simpler uniform accounting system was needed 
and that centralization of the responsibility for campaign reporting 
in an official campaign treasurer would go far toward improving the 
present reporting system. 

Professor Heard summarized the views of many political scientists 
when he urged that reporting requirements should be made uniform 
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for all Federal offices, and should be drawn with a view toward the 
type of processing desired as well as to facilitate analysis and publicity, 
keeping in mind at the same time the convenience of those filing 
reports. 

One respondent suggested an official campaign treasurer for each 
congressional candidate and one in each State for the Presidential 
campaign, with a provision for official campaign bank account state- 
ments to constitute public records. 

Professor Overacker emphasized the need for adequate staffing of 
the agency with which the reports were filed, so that it might properly 
scrutinize the reports. 


Question 20. Some States require sufficient copies of campaign finan- 
cial reports to furnish the opposing candidates or committees 
(Oregon, New Hampshire). Would you favor such a provision 
in Federal law? 

There was virtually no support for this suggestion. The consensus 
was that it was sufficient to make the reports a matter of public record, 
provided they were accessible. There was one suggestion that anyone 
should be able to obtain a photostatic copy of the documents. 


Question 21. What are your views with respect to the following 
specific suggestions: 
(a) A proposal to require reports to be broken down into cate- 
gories of receipts and expenditures (S. 636 and S. 3308). 
(b) A proposal to require a filing of reports in local United 
States district courts (S. 636). 

General agreement was expressed with the suggestion that reports 
should be required to be broken down into categories of receipts and 
expenditures. It was noted that it might be necessary to experiment 
with the categories in order to obtain the most effective presentation. 
The importance of facilitating ready analysis was emphasized and 
there was also support for weekly filing immediately prior to the elec- 
tion. 

Respondents favored the proposal to require the filing of copies of 
reports in the local Federal courts. 


Question 22. Do political scientists make any use of reports filed with 
Congress? What reports are of particular interest? Are such 
reports deficient in any substantial aspect? 

Political scientists make use of the reports filed with Congress and 
would make more use of them if it were feasible to do so. It was 
agreed that extensive changes were needed if the reports were to be 
valuable for research purposes. The two most frequently mentioned 
criticisms were— 

(1) Reports are of limited value because of the glaring inadequacy 
of the information provided in them. As one observer stated: “They 
don’t tell us what candidates really receive, where they get it, and what 
they spend it for, except in rare cases.” 

(2) Reports are not easily accessible. Failure to make them readily 
available, to provide an efficient filing system, and to preserve them for 
longer periods of time, combine to minimize the value of the reports 
which are received. 
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Question 23. How frequently should committee reports be filed for 
maximum usefulness ? 

Suggestions varied as to the frequency in the filing of committee 
reports which was desirable if maximum value were to be achieved. 
Quarterly reporting seemed satisfactory to many respondents but 
there was much sentiment for weekly or biweekly reporting immedi- 
ately preceding an election. 

Professors Bone and Overacker recommended quarterly reporting. 
The Michigan group emphasized that the system should be as adiple 
as possible, with at least one report filed prior to an election. Professor 
Heard stated that the timing should depend upon the nature of the 
reports, probably from 4 to 6 a year being desirable. 

Professor Dauer suggested that fiscal reports should be filed quar- 
terly in noncampaign years, monthly in campaign years until the last 
90 days prior to an election, and weekly during the 90-day period, with 
a final report 2 weeks after election, 

Professor Smith recommended weekly or biweekly filings preceding 
an election. Professor Beiler proposed filing every week for state- 
wide or Presidential campaigns and every month for House contests 
during the campaign, with a final report following the election. 
Beiler said that the Federal Government should set uniform filing 
dates for State primaries and set them early—such as 180 days pre- 
ceding the primary. The main loophole in the Florida law, he 
argued, is that much money is distributed and spent before the filing 
date arrives. 

Question 24. In lieu of frequent reports would it be advisable to make 
political committee financial records open to opposing political 
parties ? 

There was no support for the suggestion that financial records of 
political committees be open to opposing political parties as a substi- 
tute for frequent reports. 


Question 25. Federal laws rely on criminal penalties and the consti- 
tutional power of each House to judge the qualifications of its 
Members. Various States provide additional penalties for vio- 
lation of laws regulating campaigns. Do you believe the present 
Federal laws adequate or would you favor adding provisions, such 
as— 

(a) Forfeiture of office for violation of election laws? 

(6) Federal court actions to contest elections and grant judg- 
ments of eee 

(c) Civil liability for damages to opposing candidates for un- 
lawful expenditures? 

Some divergence of opinion was noted here. Some observers, in- 
cluding Professor Overacker of Wellesley College, said the problem 
was one of enforcement of existing law rather than one of additional 
penalties. Other experts regarded present penalties as inadequate 
and favored more stringent provisions provided, as Professor Smith 
stated, that they were realistic and reasonably capable of compliance. 
There was considerable sentiment for the forfeiture of office for viola- 
tion of election laws (if willful, deliberate, and material), although 
some hesitation was evident in view of the constitutional power of 
each House to judge the qualifications of its Members. 
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No support was expressed for the possibility of civil liability for 
damages to opposing candidates for unlawful expenditures. 


Question 26. Corporations and labor unions are now forbidden to give 
or spend money in Federal elections (18 U.S. C.610). Is tt your 
experience that the spirit of this regulation is being observed? 
Have you any suggestions for changing, altering, or clarifying 
this law? 

Respondents unanimously agreed that the spirit of the law pro- 
hibiting corporations and labor unions from giving or spending money 
in Federal elections was being violated. "There was also general 
agreement that it would be difficult, if not impossible, to remedy the 
situation. In the face of this dilemma, the majority of the experts 
recommended repeal of the regulation, with perhaps some attention 
being devoted to the matter of what constitutes proper authorization. 
One or two contended that, despite its violation, the section had im- 
portant effects, and that its repeal would open up the possibility of 
even larger donations. 


Question 27. Is false, scurrilous political literature and statements a 
serious problem in your estimation? Would you propose any 
Federal law dealing with this? 


Widespread disagreement was evident here. The comment of one 
political scientist that false, scurrilous politieal literature and state- 
ments were sometimes important in an election, and occasionally 
even decisive, probably reflects the general consensus. 

While not a serious problem regularly, on occasion it has been 
crucial. Some consultants recommended Federal legislation to cover 
these instances, while others indicated they thought the problem could 
be handled more effectively at the local level. 

Professor Dauer, in recommending enactment of Federal legisla- 
tion, said that penalties might be placed on the producer, distributor, 
and printer of false political literature and composite photographs. 
He suggested a requirement that all campaign materials be signed 
and the name of some responsible organization or treasurer be printed 
on them. 


I 
CONCLUSIONS AND RECOMMENDATIONS 


Based upon its investigation and studies of the matters under its 
jurisdiction, and giving due consideration to numerous reports of prior 
congressional committees (digested at pp. 201-220 of the appendix), 
the special committe has reached certain conclusions and makes vari- 
ous recommendations, hereinafter stated. In addition, the committee 
recommends proposed legislation, also set forth below. 


NAME OF ACT 


Existing law.—Present laws on the subject of campaign finances in 
Federal elections are found primarily in the Federal Corrupt Prac- 
tices Act (2 U. S. C. 241-256) and in certain penal law provisions 
(18 U. S. C. 591, 597, 599, 602, 608, 609, 610, 611, and 612). 
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Committee’s recommendations.—The title “Federal Corrupt Prac- 
tices Act,” if not misleading, is not truly descriptive of the subjects 
treated therein. The committee deems it appropriate to enact an all- 
embracing law named “Political Activities Disclosure Act,” supple- 
mented by amended penal law provisions pertinent thereto. It will 
thus be in order to repeal the present Federal Corrupt Practices Act. 


ADMINISTRATION 


Existing law.—Under existing law, the Secretary of the Senate 
and Clerk of the House of Representatives are mere depositories of 
statements and reports required to be filed under the Federal Corrupt 
Practices Act. No duties or responsibilities are imposed upon the 
Secretary or Clerk to monitor any statements or reports, or to be con- 
cerned with failure to file under the act. There is, therefore, no effec- 
tive administration at the Federal level of disclosure statutes pertain- 
ing to Federal elections. 

Another deficiency in existing law is that two places are designated 
for the filing of statements and reports. As examples, the treasurer 
of a political committee must file a report with the Clerk of the House 
(sec. 244, Federal Corrupt Practices Act) ; a candidate for the House 
of Representatives must also report to the Clerk (sec. 246); and a 
same for the Senate must report to the Secretary of the Senate 
(sec. 246). 


Committee’s recommendations.—The special committee believes that 
rather than enlarge the duties and responsibilities of the Secretary 
of the Senate and Clerk of the House in order to accomplish a more 
effective administration of laws pertaining to Federal elections, it is 
preferable to designate the Comptroller General of the United States 
as the Administrator of the act, as is recommended by the committee 
with regard to the Legislative Activities Disclosure Act. 


REPORTING REQUIREMENTS 


E.cisting law.—Under present law, reports on receipts, contribu- 
tions and expenditures must be filed by candidates, political commit- 
tees and others as defined and prescribed in the Federal Corrupt 
Practices Act (sees. 241, 244, 245, 246). A political committee which 
operates in only one State is exempt from the reporting requirements 
unless it is a branch or subsidiary of a national committee. The 
exclusion of intrastate committees obviously makes it impossible to 
secure full accounting of campaign expenditures. 


Committee’s recommendations.—The committee is of the view that 
all political committees should be made subject to the reporting 
provisions of any law dealing with Federal elections, including intra- 
state and local committees, except those committees which do not 
receive contributions exceeding $100 from 1 person in any calendar 
year or do not receive or spend more than $1,000 in any calendar year. 

It is also the committee’s belief that it will centralize responsibility 
and improve the reporting process if provision is made for the designa- 
tion of a fiscal agent by each candidate. 


92693—H57 10 
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PRIMARY ELECTIONS 


Existing law—The term “election” in the Federal Corrupt Practices 
Act (sec. 241 (a)) does not include a primary election or convention 
of a political party. The power of Congress to include primary elec- 
tions in the definition, if it chose to do so, has been upheld by the 
Supreme Court (United States v. Classic, 313 U.S. 299). 

Primary elections have been included by Congress in the prohibition 
against individual campaign contributions in excess of $5,000 (18 
U.S. C. 591), and in the prohibitions on campaign contributions by 
corporations, unions, etc. (18 U.S. C. 610). 


Committee’s recommendations.—The special committee has not 
come to any agreement on the question whether to include primary 
elections in any new act relating to campaign financing. Four mem- 
bers of the committee (Senators Anderson, Gore, Kennedy, and Pur- 
tell) support a proposal to include the same. Four members (Senators 
Bridges, Goldwater, McClellan, and Thye) oppose the inclusion of 
primary elections except to a limited extent. 

The four members who oppose general inclusion of primaries favor 
& provision to require reporting of campaign contributions and ex- 
penditures in primary elections to the extent of requiring copies of 
reports filed under State law to be filed with the Federal ‘Adimniniae 
trator. These four members also favor a provision to require 
reports to be filed with the Federal Administrator where unexpended 
primary funds are carried over into general Federal elections, to the 
extent of requiring disclosure of contributors to the primary funds. 


LIMITATIONS ON RECEIPTS, CONTRIBUTIONS, AND EXPENDITURES 


Existing law.—Present laws imposing limitations on receipts, con- 
tributions, and expenditures are found in the Federal Corrupt Prac- 
tices Act (title 2, U.S.C.) and in certain penal provisions found under 
the title, Crimes and Criminal Procedure (18 U.S. C.). 

There is presently a limitation of $3 million on contributions that 
may be received or expenditures made by a political committee during 
any calendar year (18 U.S. C. 609). To the extent of such limitation, 
it may be said that there is a limitation on Presidential-Vice Presi- 
dential contests. However, there is no bar to the formation of addi- 
tional committees, each one of which would be competent to receive 
and expend $3 million. There is, therefore, no real limitation on 
President-Vice Presidential contests. 

There is presently a limitation of $5,000 on contributions which an 
individual may make during any calendar year in connection with 
any campaign for nomination or election, to or on behalf of any 
candidate for Federal office or any committee or other organization 
engaged in furthering, advancing, or advocating the nomination or 
election of any candidate for any such office or the success of any 
national political party (18 U.S. C. 608). 

It is unlawful for national banks, corporations, and unions to make 
contributions or expenditures in connection with any election (includ- 
ing any primary, or political convention, or caucus to select candi- 
dates) for President, Vice President, Senator, or Representative (18 


U.S. C.610). 
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Candidates are limited under present law to the ceilings imposed 
by State law and, if there be no ceilings, to the following limitations 
(sec. 248 Federal Corrupt Practices Act) : 


1. The sum of $10,000 if a candidate for the Senate and 
the sum of $2,500 if a candidate for the House, or 

2. An amount equal to the amount obtained by multiply- 
ing 3 cents by the total number of votes cast at the last gen- 
eral election for all candidates for the office which the 
candidate seeks, but in no event more than $25,000 if a candi- 
date for the Senate, and no more than $5,000 if a candidate 
for the House. 


It is to be noted that certain expenses of a candidate are excluded 
in computing those limitations; namely, for personal, traveling and 
subsistence expenses, stationery, postage, writing, printing, distribu- 
tion of letters and circulars, and telephone and telegraph expenses. 


Committee’s recommendations—The committee’s recommendations 
with respect to ceilings are variable, depending on the office in 
question. 


Presidential contests.—It is the committee’s view that no limitations 
should be imposed on receipts or expenditures in presidential-vice 
presidential elections; that the absence of aggregate ceilings today, for 
all practical purposes, has not been detrimental to the election process 
in elections for the Presidency. Recognition of this fact should lead 
to readier acceptance of the principle of full disclosure. 


Senatorial contests—The committee is not prepared to recommend 
the removal of ceilings in senatorial contests, although many experts 
and scholars have vigorously urged such elimination on the theory 
that the spotlight of publicity, achieved by extensive reporting re- 
quirements, would be a deterrent to excessive spending. 

It is the feeling of the committee that until public sentiment be- 
comes crystallized in favor of the removal of limitations in senatorial 
contests, a limitation should be imposed based upon the population 
in each State; that the limitation on a senatorial candidate’s expendi- 
tures be an amount equal to the amount obtained by multiplying 10 
cents by the total population of the State in question at the last decen- 
nial census. 


Contests for the House of Representatives.—The same formula in 
senatorial contests should also be made applicable to elections for 
Representative at Large; as to a candidate for Representative, the 
population base should be the congressional district rather than the 
State, i. e., an amount equal to the amount obtained by multiplying 10 
cents by the total population of the congressional district. 


Limitation on personal expenditures by candidates.—Several prob- 
lems arise in cases where wealthy candidates with unlimited personal 
funds to spend in behalf of their own candidacies are opposed by less 
affluent candidates; also, in cases where candidates are unable to 
raise outside funds to finance their campaigns. 
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In order to strike a proper balance, the committee believes that the 


following limitations on a candidate’s personal expenditures are in 
order 


(a) Inasenatorial contest, a candidate should not be permitted 
to spend out of his personal funds more than 15 percent of the 
prescribed ceiling, or $10,000, whichever is higher, but in no event 
more than $25,000. 

(b) Ina contest for Representative at Large, the same standard 
as for Senatorial candidates should apply. 

(ec) In a contest for Representative, a candidate should be 
permitted to spend up to 15 percent of his ceiling but in no event 
more than $10,000. 


Inclusion or exclusion of committee expenditures in computing can- 
didates’ limitations —The zommittee is of the view that expenditures 
of a committee authorized by a candidate to support his candidacy 
should be charged to the candidate in computing his expenditures 
under any limitations, except those of State central, or regular county 
or local political committees. Since State central, and regular county 
and local political committees invariably present and support tickets 
with multiple candidates, national, State and local, and since any 
attempt to allocate expenditures in behalf of a specific candidate 
included in a group of candidates would be based on conjecture, the 
committee is of the opinion that the feasible thing to do is to exclude 
the committees mentioned in computing such expenditures. 

The committee is of the view that a limitation of $1,000 should be 
placed on expenditures of a committee organized in support of a 
particular candidate but lacking his authorization. 


Limitation on contributions—The provision under existing law 
prohibiting individual contributions in excess of $5,000 in any calen- 
dar year does not bar contributions in such amount to as many sepa- 
rate candidates and committees as the contributor wishes to support. 
The committee believes that an effective limitation should be imposed 
and recommends a limitation of $15,000 in the aggregate in any cal- 


endar year for all candidates and Gokiiaitiees and $5,000 for any one 
candidate. 


Prohibitions on contributions —T\e committee believes that the 
actual donors of campaign contributions should be disclosed and 
therefore recommends a prohibition against a contribution in any 
name but that of the actual contributor. The committee also feels that 
there should be a prohibition against contributions in excess of $100 
by a person under 18 years of age. 

With respect to the statutory bar on contributions by corporations, 
the enforcement agencies should be ever vigilant to detect such efforts 
as newspaper and magazine advertising by corporations which do 
not openly support or oppose a candidate or party but indirectly do 
so via subtle means. 


Receipts and expenditures of political committees——The present 
ceiling of $3 million on yearly receipts and expenditures by a political 
committee has been universally criticized as outmoded and unrealis- 
tic. The committee believes that there is no necessity for, or virtue in, 
the imposition of a limitation on a political committee’s receipts or 
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expenditures except in a case where a political committee supports a 
candidate without his authority. 


TELEVISION-RADIO TIME 


Existing law—Section 315 of the Federal Communications Act 
provides that if a legally qualified candidate for any public office is 
permitted to use a broadcasting station, equal opportunities shall be 
afforded all other such candidates for that office. 


Committee's recommendations.—The committee is aware of the 
problems which have arisen as a result of the “equal opportunities” 
provision. In order to relieve the radio and television industries 
from the burdens and problems thus imposed, the committee recom- 
mends that section 315 be amended to eliminate the necessity for 
according equal time for parties which lack any significant support. 
It believes that equal time should continue to be granted to candi- 
dates to major parties, and to minor parties which evidence some 
measure of public support. Therefore, it is recommended that equal 
television-radio time should be required to be accorded a candidate 
of a minor party only if that party polled 5 percent of the total vote 
at the last regular election for the office in question, or, if a new party, 
it presents a petition signed by a number of qualified voters equal to 
2 percent of the total votes cast at the last regular election for the 
office to which its candidate aspires. 

TAX BENEFIT ON POLITICAL CONTRIBUTIONS 

/xisting law.—There is no provision in the existing law granting 
any tax benefit on political contributions. 

Committee’s recommendations.—At the present time, persons who 
inake charitable and educational contributions are permitted to de- 
duct the same for income tax purposes. The committee believes 
that persons who make political contributions should be entitled to 
deduct political contributions from gross income up to $100. The effect 
of such a deduction would be beneficial in that it will make it less 


necessary for candidates to rely on large individual contributions and 
broaden the base of contributors, a highly desirable goal. 


J 
THE COMMITTEER’S RECOMMENDED BILL 


The following bill is recommended by the committee to implement 
its recommendations. 


Poniricat. Activiries Disctosure Act 
TITLE 2 


PREAMBLE 


The Congress affirms that the preservation of responsible 
democratic government requires that the citizens of the 
United States should be encouraged to participate as widely 
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and as broadly as possible in political activities pertaining 
to Federal elections; that.it.is in the public interest and con- 
sonant with constitutional guarantees to impose restrictions 
and limitations on campaign financing in Federal election 
in certain areas; that there should be public identification of 
organized groups in Federal election campaigns; and that 
there should be the widest public disclosure of contributions, 
receipts and expenditures in Federal elections. It is the 
purpose of this act to implement these objectives with ma- 
chinery which will provide an effective administration 
thereof. 
DEFINITIONS 


Sec. 241. When used in this chapter and section 208 of title 
18, United States Code, unless otherwise specified— 

(a) The term “election” includes a regular, general, special, 
or primary election, including a preferential primary, con- 
vention or caucus of a political party held for the purpose of 
nominating or designating candidates; 


or 


(a) The term “election” includes a regular, general or 
special election, but does not include a primary election or 
convention or caucus of a political party ; 

[The alternative provisions—one including primaries 
and the other excluding primaries—arising from an even 
division of the Special Committee on said phase, should be 
kept in mind in considering each section where such inclu- 
sion or exclusion would be pertinent. ] 

(b) The term “candidate” means an individual whose name 
is presented at an election for nomination for, or election as, 
President or Vice President of the United States, or Senator 
or Representative in, or Delegate or Resident Commissioner 
to, the Congress of the United States. 

(c) The term “political committee” includes any committee, 
association, organization or other group of persons (includ- 
ing a National, Regional, State, county, or local committee) 
which accepts contributions or makes expenditures to influ- 
ence the election of a candidate or candidates or of presi- 
dential or vice presidential electors, if in any calendar year— 

(1) contributions in the aggregate from any one in- 
dividual exceed $100, or 

(2) receipts or expenditures in the aggregate exceed 
$1,000 

(d) The term “contribution” includes a gift, subscription, 
loan, overdraft, advance, deposit of money, or transfer or 
funds between committees, or anything of value, and includes 
a promise, or agreement, whether or not legally enforcible, 
to make a contribution. 

The term “contribution” shall not include the services of 
employees of Members of the United States Senate or House 
of Representatives in connection with their normal duties. 

(e) The term “expenditure” includes a payment, distribu- 
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tion, loan, overdraft, advance, deposit, gift, transfer of 
funds between. committees, or anything of value, and includes 
a promise, or agreement, whether or not legally enforcible, 
to make an expenditure. 

The term “expenditures” shall not include the services of 
employees of Members of the United States Senate or House 
of Representatives in connection with their norma] duties. 

(f) The term “person” includes an individual, partner- 
ship, committee, association, corporation, and any other 
organization or group of persons. 

(g) The term “State” includes any territory, possession 
of the United States, and the District of Columbia. 

(h) The term “Administrator” of the Political Activities 
Disclosure Act means the Comptroller General of the United 
States. 

ADMINISTRATION OF ACT 


Sec. 242. Administration of this Act is hereby vested in the 
Comptroller General of the United States, who is hereby 
designated as Administrator of this Political Activities Dis- 
closure Act. 


ORGANIZATION OF POLITICAL COMMITTEE 


Src. 243. (a) Every political committee shall have a chair- 
man and a treasurer. No contribution shall be accepted, and 
no expenditure made, by or on behalf of a political commit- 
tee for the purpose of influencing an election, until such chair- 
man and treasurer have been chosen. 

(b) It shall be the duty of the treasurer of a political 
committee to keep a detailed and exact account of— 


(1) all contributions made to or for such committee; 

(2) the name and address of every person making any 
such contribution, and the date and amount thereof; 

(3) all expenditures made by or on behalf of such com- 
mittee and the purpose thereof; and 

(4) the name ind address of every person to whom any 
such expenditure is made, and the date and amount 
thereof. 


(c) It shall be the duty of the treasurer to keep a receipted 
bill or cancelled check stating the particulars for every ex- 
penditure by or on behalf of a political committee exceeding 
$100 in amount. The treasurer shall preserve all records 
required by this section for two years from the date of filing 
of the statement containing such items. 


ACCOUNTS OF CONTRIBUTIONS RECEIVED 


Sro. 244. Every person who receives a contribution for a 
political committee shall, on demand of the treasurer, and 
in any event within five days after the receipt of such con- 
tribution, render to the treasurer a detailed account thereof, 
including the amount, date received, and name and address 
of contributor. 
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LIMITATIONS UPON EXPENDITURES 


Sec. 245. (a) A candidate, in his campaign for election, 
may make expenditures up to- 

(1) in the case of a candidate for Senator or Repre- 
sentative-at-Large, an amount equal to the amount ob- 
tained by multiplying ten cents by the total population 
(last decennial census) of the state in which the elec- 
tion is held; 

(2) in the case of a candidate for Representative, 
Delegate, or Resident Commissioner, an amount equai 
to the amount obtained by multiplying ten cents by the 
total population (last decennial census) of the District 
in which the election is held. 

(b) A candidate for Senator or Representative-at-Large 
may make expenditures out of his personal funds in support 
of his candidacy not exceeding the sum of $10,000 or 15 per- 
cent of the limitation prescribed in this section, whichever is 
higher, but in no event more than $25,000. 

(c) A candidate for Representative, Delegate or Resident 
Commissioner may make expenditures out of his personal 
funds in support of his candidacy not exceeding the sum of 
$10,000 or 15 percent of the limitation prescribed in this 
section, whichever is higher. 

(d) Expenditures made by political committees authorized 
by a candidate to support his candidacy shall be included in 
computing a candidate’s expenditures, except that expendi- 
tures by State central, or regular county, or regular local 
political committees shall be excluded therefrom. 

(e) No political committee other than a regularly con- 
stituted committee of a duly constituted political party may 
expend in excess of $1,000 in suporting a consbhdeta unless 
so authorized by the candidate. 


APPOINTMENT OF FISCAL AGENT 


Sec. 246. Every candidate shall designate himself or au- 
thorize one or more persons to act as his fiscal agent or agents, 
and all contributions to the candidate shall be made to such 
agent or agents. The designation shall be filed with the 
Administrator and a copy shall also be filed in the office of 

the candidate’s state where reports on campaign finances are 
required to be filed under State law. 


REPORTS BY TREASURER 


Sec. 247. (a) The treasurer of a political committee shall 
file with the Administrator, a report of receipts and expen- 
ditures, on forms prescribed by the Administrator, and shall 
file a copy of such report with the clerk of the United States 
district court for the district in which the principal office 
of the committee is located. A report shall be filed, complete 
as of June 30 and December 31 of each year, and as of the 
30th and 10th days next preceding the date on which an elec- 
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tion is to be held, with respect to which contributions were 
received or expenditures made by such committees. In each 
instance reports shall be filed not later than the fifth day 
following the reporting date as above provided. Each report 
shall contain— 


(1) amount of cash and other liquid assets on hand at 
the beginning of the reporting period; 

(2) the name and address of each person who has made 
a contribution to or for said committee in one or more 
items of the aggregate amount or value, within the calen- 
dar year, or $100 or more, together with the amount and 
date of such contribution ; 

(3) the total sum of individual contributions made to 
or for such committee during the calendar year and not 
stated under paragraph (2) ; 

(4) the name and address of each political committee 
or candidate from which the committee received any 
transfer of funds, together with the amounts and dates 
of all such transfers; 

(5) the total sum of all contributions made to or for 
such committee during the calendar year; 

(6) the name and address of each person to whom an 
expenditure has been made by such committee in one or 
more items of the aggregate amount or value, within the 
calendar year, of $100 or more, and the amount, date, and 
purpose of such expenditure ; 

(7) the total sum of all expenditures made by such 
committee during the calendar year and not stated under 
paragraph (6) ; 

(8) the name and address of each political committee 
or candidate to which the committee made any transfer 
of funds, together with the amounts and dates of all such 
transfers ; 

(9) the total sum of expenditures made by such com- 
mittee during the calendar year ; 

(10) the reports required to be filed by subdivision 
(a) of this section shall also contain a list of the names 
of candidates in whose behalf contributions were re- 
ceived or expenditures made; 

(11) in the case of a political committee supporting 
more than one candidate and making any expenditure 
which is required by this Act to be included in comput- 
ing any limitations prescribed by this Act, the amount of 
expenditures allocable to each candidate shall be com- 
puted as prescribed by subsection (b) (1) hereof. 


(b) (1) Each item of expenditure shall be in sufficient 
detail to accurately identify it, including in the case of 

rinted cards, pamphlets, circulars, posters, dodgers, book- 
lets, or other such advertisements, writings, or other state- 
ments (such as reprints from periodicals, books, newspapers, 
or other publications), the title and number of each, in the 
case of newspaper advertisements, the names of the news- 
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papers, and in the case of radio and television time, the names 
of the stations. In the case of expenditures made on behalf 
of more than one candidate (including State and local candi- 
dates) the amount of the total expenditures allocable to each 
candidate shall be in the same ratio as specific expenditures 
on behalf of each candidate (including State and local candi- 
dates) for printing and advertising, radio time, and television 
time bears to the total of such expenditures. 

(2) Each expenditure shall also be described by general 
category, including (i) personal services and reimbursed 
expenses (salaries, commissions, fees, traveling, and sub- 
sistence); (ii) printing and advertising other than radio 
and television; (ili) radio; (iv) television; (v) office over- 
head; (vi) transfer to other political committee or candi- 
date; (vii) miscellaneous, and the total expenditure for each 
such category shall be listed. 

(c) The reports required to be filed by subdivision (a) 
shall be cumulative for the calendar year to which they 
relate, but where there has been no change in an item reported 
in a previous report, only the amount need be carried for- 
ward. 


REPORTS BY OTHERS THAN POLITICAL COMMITTEES 


Sec. 248. Any person (other than a candidate or a political 
committee) who makes expenditures aggregating $100 or 
more, other than by contribution to a candidate or political 
committee, or who makes contributions aggregating $3,000 or 
more to a candidate or political committee, to influence the 
election of candidates or of Presidential or Vice Presidential 
electors, shall file with the Administrator a report thereof in 
such detail as is required of reports on behalf of political com- 
mittees. Such report shall be filed complete as of the tenth 
day next preceding the date on which an election is to be 
held, with respect to which contributions or expenditures are 
made, and as of December 31 of each year, and shall be filed 
not later than the fifth day following the reporting date as 
above provided. 


REPORTS BY CANDIDATES 


Src. 249. (a) Every candidate shall file with the Admin- 
istrator, on a form prescribed by him, a report of receipts and 
expenditures, and shall file a copy thereof with the clerk of 
the United States district court for the district in which the 
candidate resides. Such report shall be filed complete as of 
the thirtieth and tenth days next preceding the date on which 
the election is to be held, and as of the thirtieth day followin 
the election, with respect to which contributions were pained 
or expenditures made by such candidate. In each instance 
reports shall be filed not later than the fifth day followin 
the expiration of the period covered by the report. Eac 
report shall contain— 
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(1) A detailed report of total television time utilized 
by him in aid or support of his candidacy for election, 
and not otherwise reported by political committees or 
persons working on his behalf. Such report shall con- 
tain— 

(A) the name of the station from which the tele- 
cast originated ; 

(B) the length of the telecast; 

(C) the total cost of the telecast; and 

(D) the name and address of the political com- 
mittee or person paying for the telecast. 


(2) A correct and itemized detailed report of contri- 
butions received and expenditures made by him, or by 
any person authorized by him, for the purpose of influ- 
encing the result of the election, in the same manner as 
required of the treasurer of a political committee by 
section 244, including amounts expended from his own 
funds and the name of his fiscal agent. 


(b) The reports required to be filed by subdivision (a) 
shall be cumulative, but where there has been no change in 
an item reported in a previous report, only the amount need 
be carried forward. The report to be filed as of the thirtieth 
day following an election shall be final and complete. 


REPORTS 5; SIGNATURE 


Src. 250. A report required by this chapter to be filed by 
a candidate or treasurer of a political committee or other per- 
son with the Administrator or the clerk of the Federal dis- 
trict court shall be signed by the person whose duty it is to 
submit the report. 


DUTIES OF ADMINISTRATOR 


Sec. 251. It shall be the duty of the Administrator— 


(1) to develop and prescribe forms for the making 
of the reports required under this title; 

(2) to make the reports filed under this title available 
for public inspection on the next business day following 
their receipt ; 

(3) to preserve such reports for a period of five years 
from date of receipt; 

(4) to make such reports available for public inspec- 
tion during normal office hours; 

(5) to ascertain whether candidates, political com- 
mittees, or persons have failed to file reports as required 
by this Act, or have filed incomplete reports, and give 
notice to those who have failed to file such reports as 
will conform to the requirements of this Act; 

(6) to report violations of this Act to the appropriate 
congressional committees and law enforcement agencies; 

(7) to provide for the preparation and the publica- 
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tion, not later than sixty full days after an election, of 
compilations containing summaries indicating the total 
contributions and expenditures and the total for each 

‘ategory of expenditure in the reports filed, and the 
name, address and the amount contributed by ‘each con- 
tributor shown to have contributed the sum of $500 or 
more ; 

(8) to make annual reports to Congress, on the ad- 
ministration of this Act; including analy ses of receipts 
and expenditures contained in reports filed under this 
Act, and of his supervision of this title; and 

(9) to adopt rules and regulations for the discharge 
of the duties imposed by this section. 


DUTIES OF CLERKS OF DISTRICT COURTS 


Sec. 252. It shall be the duty of the Clerks of the United 
States District Courts— 


(1) to receive and maintain in an orderly manner all 
reports required by this Act to be filed with such Clerks: 

(2) to make reports filed under this title available 
for public inspection on the next business day following 
their receipt; 

(3) to make such reports available for public inspec 
tion during normal office hours; 

(4) to preserve such reports for public inspection for 
2 years from the date of receipt. 


|The following proposed sections are applicable if pri- 
maries are excluded from definition of “election ft) 

SEC. Any person who is required to file a report in any 
state concer ning a primary, convention or caucus of a polit- 
ical party, with respect to any Federal election, shall be re- 
quired to file a copy of said report with the Administrator 
of this Act within 15 days after such filing. 

Sec. —-. Whenever funds of a political committee or a 

candidate are not fully expended in a primary election relat- 
ing to a Federal office and are transferred for use or used in 
a general or special election for a Federal office, a report 
shall be filed with the Administrator showing the names and 
addresses of the contributors to the primary funds and the 
amount of each contribution. 


EXPENSES OF ELECTION CONTESTS 


Sec. 253. This chapter and section 208 of title 18 shall not 
limit or affect the right of any person to make expenditures 
for proper legal expenses in contesting the results of an 
election. 


RETENTION OF COPIES IN LIEU OF ORIGINAL REPORTS 


Sec. 254. The administrator is hereby authorized to retain 
lieu of statements filed hereunder, reproductions thereof 
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made by microphotographic process. The retention of such 
microphotographic reproductions constitutes compliance with 
the statutory requirements for retention, and such reproduc- 
tion shall have the same force and effect as the originals 
thereof would have and shall be treated as originals for the 
purpose of their admissibility in evidence. Duly certified 
or authenticated reproductions of such photographs or micro- 
photographs shall be admitted in evidence equally with the 
original photographs or microphotographs. 


PROHIBITION OF CERTAIN CONTRIBUTIONS 


Sec. 255. It is unlawful for any person to make a con- 
tribution or expenditure in connection with any election of 
candidates in any name other than his own, or for any candi- 
date, political committee, or other person knowingly to accept 
or receive any contribution prohibited by this section. 

Sec. 256. It is unlawful for any person under the age of 
eighteen years to make a contribution or expenditure in 
connection with any election for Federal office in excess of 
$100 or for any person knowingly to receive or accept any 
contribution prohibited by this section. 


PROMISE OF APPOINTMENT BY CANDIDATE 


Sec. 257. Whoever, being a candidate, directly or indirectly 
promises or pledges the appointment, or the use of his influ- 
ence or support for the appointment of any person to any 
public or private position or employment, for the purpose 
of procuring support in his candidacy shall be fined not more 
than $1,000 or imprisoned not more than one year, or both; 
and if the violation was willful, shall be fined not more than 
$10,000 or imprisoned not more than two years, or both. 


EXPENDITURES TO INFLUENCE VOTING 


Sec. 258. Whoever makes or offers to make an expendi- 
ture to any person, either to vote or withhold his vote, or 
to vote for or against any candidate; and 

Whoever solicits, accepts, or receives any such expendi- 
ture in consideration of his vote or the withholding of his 
vote— 

| Shall be fined not more than $1,000 or imprisoned not 
| more than one year, or both; and if the violation was willful, 
shall be fined not more than $10,000 or imprisoned not more 
than two years, or both. 


j SOLICITATION OF POLITICAL CONTRIBUTIONS 


Src. 259. Whoever, being a Senator or Representative in, or 
Delegate or Resident Commissioner to, or a candidate for 
Congress, or individual elected as Senator, Representative, 
Delegate, or Resident Commissioner, or an officer or employee 
of the United States or any department or agency thereof, 
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or a person receiving any salary or compensation for serv- 
ices from money derived from the Tre: asury of the United 
States, directly or indirectly solicits, receives, or is in any 
manner concerned in soliciting or receiving, any assessment, 
subscription, or contribution for any political purpose what- 
ever, from any other such officer, employee, or person, shall 
be fined not more than $5,000 or imprisoned not more than 
three years or both. 


POLITICAL CONTRIBUTIONS AND EXPENDITURES BY NATIONAL 
BANKS, CORPORATIONS, AND LABOR ORGANIZATIONS ; PENALTY 


Sec. 260. It is unlawful for any national bank, or any cor- 
por ation or ganized by authority of any law of Congress, to 
make a contribution or expenditure i in connection with any 
election to any political office, or in connection with any pri- 
mary election or political convention or caucus held to select 

candidates for any political office, or for any corporation 
whatever, or any labor organization to make a contribution 
or expenditure in connection with any election at which Presi- 
dential and Vice Presidential electors or a Senator or Rep- 
resentative in, or a Delegate or Resident Commissioner to 
Congress are to be voted for, or in connection with any pri- 
mary election of political convention or caucus held to select 
candidates for any of the foregoing oflices, or for any candi- 
date, political committee, or other person to accept or receive 
any contribution prohibited by this section. Every corpora- 
tion or labor organization which makes any contribution or 
expenditure in violation of this section shall be fined not more 
than $5,000; and every officer or director of any corporation, 
or officer of any labor organization, who consents to any 
contribution or expenditure by the corporation or labor organ- 
ization, as the case may be, and any person who accepts or 
receives any contribution in violation of this section be fined 
not more than $1,000 or imprisoned for not more than one 
year, or both; and if the violation was willful, shall be fined 
not more than $10,000 or imprisoned not more than two years, 

or both. For the purposes of this section “labor organiza- 

tion” means any organization of any kind, or any agency or 
employee representation committee or plan, in which em- 
ployees participate and which exists for the purpose, in whole 
or in part, of dealing with employers concerning grievances, 
labor disputes, wages, rates of pay, hours of employ ment, 
or conditions of work. 


GENERAL PENALTIES FOR VIOLATIONS 


Sec. 261. (ay Any person who violates any of the fore- 
going provisions of this chapter, except those for which a 
specific penalty is imposed by section 208 of title 18, and 
section 251 of this title, shall be fined not more than $1,000 
or imprisoned not more than one year, or both. 

(b) Any person who willfully violates any of the fore- 
going provisions of this chapter, except those for which a 
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specific penalty is imposed by section 208 of title 18, and 
section 251 of this title, shall be fined not more than $10,000 


and imprisoned not more than two years. 


EFFECT ON STATE LAWS 


Sec. 262. This chapter and section 208 of title 18 shall not 
be construed to annul the laws of any State relating to the 
nomination or election of candidates, unless directly incon- 
sistent with the provisions of this chapter and section 208 of 
title 18, or to exempt any candidate from complying with 


such State laws. 
PARTIAL INVALIDITY 


Sec. 263. If any provision of this chapter and section 208 
of title 18, or the application thereof to any person or circum- 
stance is held invalid, the validity of the remainder of said 
chapter and section and of the application of such provi- 
sion to other persons and circumstances shall not be affected 


thereby. 
EFFECTIVE DATE 


Suc, 264. This Act shall take effect on January 1, 1958. 


REPEALING CLAUSE 


Sec. 265. The Federal Corrupt Practices Act, 1925, as 
amended ; section 609 of title 18, United States Code; and all 
Acts or parts of Acts inconsistent herewith are hereby 


repealed. 
CITATION 


Sec. 266. This chapter and section 208 of title 18 of the 
United States Code may be cited as the “Political Activities 


Disclosure Act.” 
AMENDMENTS TO CRIMINAL CODE 


Definitions 


Section 591, of title 18 of United States Code is amended 


to read as follows: 


“Src. 591. Definitions. When used in sections 597, 599, 


602, 608 and 610 of this title— 


“(a) The term ‘election’ includes a regular, general, 
special, or primary election, including a preferential pri- 
mary, and convention of a political party or a caucus 


held for the purpose of nominating candidates; 


“(b) The term ‘candidate’ means an individual whose 
name is presented at an election, for nomination for, or 
election as, President or Vice President of the United 
States, or Senator or Representative in, or Delegate, or 
Resident, Commissioner to, the Congress of the United 


States; 
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“(c) The term ‘political committee,’ includes any com- 
mittee, association, organization, or other group of per- 
sons (including a National, State, county, or local com- 
mittee) which accepts contributions or makes expendi- 
tures to influence the election of a candidate or candidates 
or of Presidential or Vice Presidential electors; if in any 
calendar year— 

“(1) Contributions in the aggregate from any 
one individual exceed $100, or 
“(2) Expenditures in the aggregate exceed $1,000. 

“(d) The term ‘contribution’ includes a gift, subscrip- 
tion, loan, overdraft, advance, deposit of money, or trans- 
fer of funds between committees, or anything of value, 
and includes a promise, or agreement, whether or not 
legally enforceable, to make a contribution ; 

“The term ‘contribution’ shall not include the services 
of employees of Members of the United States Senate or 
House of Representatives in connection with their nor- 
mal duties; 

“(e) The term ‘expenditure’ includes a payment, dis- 
tribution, loan, overdraft, advance, deposit, gift, transfer 
of funds between committees, or anything of value, and 
includes a promise, or agreement, whether or not legally 
enforceable, to make an expenditure; 

“The term ‘expenditures’ shall not include the services 
of employees of Members of the United States Senate or 
House of Representatives in connection with their nor- 
ma] duties; 

“(f) The term ‘person’ includes an individual, partner- 
ship, committee, association, corporation, and any other 
organization or group of persons; 

“(g) The term ‘State’ includes any Territory or pos- 
session of the United States, and the District of 
Columbia. 


Src. 608. Limitations on Political Contributions and Pur- 


chases: 


Section 608 (a) of title 18 of the United States Code is 


amended to read as follows: 





“Any person (other than a candidate or a political 
committee) who, directly or indirectly, during any cal- 
endar year, makes contributions or expenditures in excess 
of $5,000 for one candidate, or an aggregate amount in 
excess of $15,000 for all candidates and political com- 
mittees, or, having made such contributions or expendi- 
tures in the amounts of the limitations herein prescribed, 
makes any additional contribution or expenditure of 
such nature within one year from the time any limita- 
tion has been reacher, to influence any election for any 
or all of the following purposes— 

“(1) to or on behalf of, or in opposition to, any candi- 
date or candidates for an elective Federal office or offices, 
including the offices of President and Vice President of 
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the United States and Presidential and Vice Presidential 
electors, or 

“(2) to or on behalf of, or in opposition to, any com- 
mittee or committees or other organizations engaged in 
furthering, advancing, or advocating the election of any 
candidate or candidates for any such office or offices or the 
success of any national political party, 


shall be fined not more than $5,000 or imprisoned not more 
than five years, or both. 


“In addition to the prohibitions on campaign contributions 
herein contained, the making of any contribution before June 
30 of any year which, together with total contributions for 
the preceding calendar year, exceeds the limitations herein 
prescribed, shall also be deemed to be a violation of this 
section.” 





The separate views of certain Senator on several aspects are 
annexed. 
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VIEWS OF SENATORS ALBERT GORE, JOHN F. 
KENNEDY, AND WILLIAM A. PURTELL 


The report of the special committee contains many constructive 
suggestions and recommendations. With many of the conclusions 
and recommendations we are in accord. 

It is with regret, therefore, that we find ourselves in disagreement 
with some of the major points of recommendation on the subject of 
Federal election campaigns. Such disagreement should not, however, 
be construed as detracting from the merit and value of other sections 
of the report. 

We hold that sound considerations of public policy require the 
enactment of realistic and enforceable limitations upon both campaign 
expenditures and campaign contributions. The bill receaniaiaaial 
the report does not meet this standard. 

The bill recommended in the report would impose no effective ex- 
penditure ceilings om campaigns for the United States Senate and 
the. United States House of Representatives. It removes all limita- 
tions whatsoever from expenditures by national committees and ex- 
empts altogether candidates for the offices of President and Vice 
President. Although the bill purports to establish ceilings on ex- 
penditures in congressional and senatorial campaigns, it fails in this 
purpone by providing an absolute exemption for apentaoee made 

y all regular State and local committees of political parties. Thus, 
virtually unlimited amounts may be expended by a State or local 
committee on behalf of a particular candidate, thereby effectively 
nullifying efforts to control expenditures in individual congressional 
or senatorial campaigns. Instead of improving present law, this 
would provide a legal loophole of more immense proportions than 
those contained in the existing and hopelessly inadequate Corrupt 
Practices Act which it is our duty to correct. 

Furthermore, limitations proposed in the report upon the amount 
of political contributions that may be made by individuals are almost 
equally ineffective. Section 608 of the proposed bill would prohibit 
political contributions by individuals within a calendar year in excess 
of $15,000. We think the committee is to be commended for its 
recommendation of an overall annual limitation on political contribu- 
tions. This, in our opinion, represents a constructive step forward. 
We believe, however, that the amount recommended is excessive and 
that the provision would, at best, be difficult to administer. The last 
sentence of the proposed section 608 appears to convert the calendar 
year limitation into an 18-month limitation. Even so, a husband 
and wife could legally make the following contributions in connec- 
tion with the national campaigns of 1960: 


Ng en aes. Eee $30, 000 
FULT Ty TO i eek At Ja ei es 30, 000 
CI ics es Sis bi ov ip sisi cre tive ets ache wt dnadciiipilia ess 60, 000 
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Thus, a husband and wife could legally contribute $60,000 within 
a period of 6 months and 2 days. It should also be remembered that, 
if the law is not applicable to primaries, unlimited amounts, in addi- 
tion to those set forth above, could be ‘contributed by husband and 
wife in primary campaigns, with no restriction against such funds 
being “carried over” into the general election campaign. 

We believe also that the report and recommended bill are deficient 
because of the absence of any limitation whatever on the movement of 
out-of-State money into senatorial and congressional campaigns. 
Surely there should be some reasonable limitation upon the extent to 
which money from outside interests can interfere, or undertake to 
interfere, with the will and the right of the citizens of the several 
States to elect Representatives and Senators of their own choosing. 

Lastly, we hold that the public interest requires the enactment of 
realistic and enforceable limitations on campaign expenditures and 
contributions in party primary campaigns. Indeed, adequate govern- 
mental regulation of the elective process, the most vital function of 
self-government, cannot be accomplished unless such regulation is 
applicable to doth primaries and general elections. 


ALBERT GORE. 
JoHn F. Kennepy. 
Wirwtim A. Porretn. 





VIEWS OF SENATOR BARRY GOLDWATER, IN 
WHICH SENATOR STYLES BRIDGES CON- 
CURS 


Title 3, section 304 of the Taft-Hartley Act, which became title 18, 
section 610 United States Code, 1952, amended the Corrupt Practices 
Act to forbid unions as well as corporations to make any “contribu- 
tion” in connection with any Federal election, and to forbid either 
to make any “expenditure” in connection with any such election. 

Extensive evidence has been presented to the committees of the 
United States Senate over the years indicating that the unions and 
corporations do make contributions and expenditures for political 
purposes, classifying them under the all-inclusive name of “educa- 
tion” or “citizenship.” Because it has been the obvious attempt by 
some labor organizations and corporations to continue to participate 
in politics through contributions and expenditures in spite of the law, 
investigations should be made to determine if such is the practice and, 
if so, how far reaching such practices may have become. We had 
hoped that the Subcommittee on Privilegs and Elections of the Com- 
mittee on Rules and Administration would make a complete investiga- 
tion in this area, and in the hope that this would be done, Senator 
Goldwater appeared before the subcommittee and submitted questions. 
that we felt might be helpful in obtaining the answers. One particu- 
lar field in which many complaints have been received is that in which 
a union supplies workers for election purposes and pays these workers 
out of either citizenship funds, educational funds, off-time or lay-off 
funds. In any event, these funds come from the general treasury 
and are not voluntary contributions for political purposes. 

The Subcommittee on Privileges and Elections is to be commended 
for having examined this area sufficiently to have included the follow- 
ing two paragraphs in its report on the 1956 general election campaign : 


As a result of a request by Senator Curtis on November 1, 
1956, the subcommittee sent an investigator to Flint, Mich., 
to determine the facts in reports that the Greater Flint In- 
dustrial Union Council and, specifically, local 599 of the 
United Auto Workers, were engaging in political activities 
and using union funds therefor, in violation of the Federal 
election laws. This investigation was somewhat hampered 
by the fact that the campaign was then at its height, and 
that an investigation was in progress was known to the press. 
The union leaders, objecting to the publicity, and feeling that 
the investigation was being used for campaign purposes, were 
reluctant to lend their full cooperation. However, informa- 
tion was obtained from which certain conclusions can be 
reached. 

Thus, it appears, the Greater Flint Industrial Union Coun- 
cil requested its locals to furnish to the council the sum of 
4714 cents per member for use in the election campaign and 
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to call out from their plants their political action committees 
and political candidates from October 8 to November 8, 1956. 
The executive board of local 599, at a meeting held Septem- 
ber 7, 1956, voted to concur in the request of the council, and 
to recommend to the local that anyone called out of the shop 
be paid $20 per day, but not more than $100 per week. At 
the regular membership meeting of local 599 held, pursuant 
to the usual notice, on September 9, 1956, it was voted to con- 
cur in the request of the council and to adopt the recommenda- 
tion of the executive board. It was not possible to establish 
in the course of the investigation whether this request was 
for a voluntary contribution from the members or whether 
an assessment was actually made. 


The Select Committee To Investigate Political Activities, Lobby- 
ing, and Campaign Contributions instigated a survey into certain 
union organizations in Michigan. The report made by this investi- 
gating group on the Greater Detroit and Wayne County Industrial 
Union Council, Detroit, Mich., confirms the urgency of the need for 
the entire field of labor’s activities in politics to receive a thorough 
and intensive investigation. The investigator found, for example: 


The political arm of labor on a county and city level in 
the Greater Detroit area is the captioned organization located 
at 3426 East Jefferson Avenue, Detroit, Mich. Directing and 
coordinating the operations of this organization are the presi- 
dent, Mike Novak; the secretary-treasurer, Al Barbour; and 
the vice president, Alex Fuller. It was explained that in 
other major cities in Michigan and in the other counties there 
are similar organizations. 

The primary activity of this city and county organization 
is political action with regard to Federal, State and local 
offices with the major emphasis being placed upon offices 
which fall within the geographical area covered by this 
council. In addition such other areas as legislative activities, 
public relations and educational programs are also covered. 


He further listed on pages 3, 5, 6, and 7 of his report, Election Day 
Activities, as practiced by this organization: 


(1) Approximately 18 to 20 sound trucks, which were 
owned by certain of the local unions within the council, oper- 
ated throughout the city at the gates of various plants and 
in the neighborhoods. 

(2) Members of the affiliated local unions were assigned 
to the plant gates and to certain designated areas in the neigh- 
borhoods to distribute literature in connection with the elec- 
tion and candidates. 

(3) Precinct halls were set up on a temporary basis in 
rented stores where the local union offices were not adequate 
to meet the needs of such political activities. 

(4) Street assignments in the various neighborhoods were 
given to the election day workers who canvassed the neigh- 
borhoods and, where necessary, contacted the tenants and 
occupants in all dwellings in their assigned areas. 

(5) Poll watchers and challengers were posted at the poll- 
ing places to insure that all activities were proper 

* * * * 





Barbour pointed out although this council did coordinate 
the assignments and manpower coverage, the balance of the 
1,835 workers (1,835 less 286 utilized by this council equal 
1,549 temporary workers used elsewhere) was paid by the 
various local unions, of which these individuals were mem- 
bers. According to Barbour all of these temporary workers 
were paid from the union dues of the local unions. 

Barbour was in possession of a list reflecting the number 
of temporary workers used on or about November 5 and 6, 
1956, by each of the local UAW unions, and this list is set 
forth hereafter. It was pointed out that he was not in pos- 
session of the dollar amounts paid to these temporary woelets 
inasmuch as the various UAW locals paid these individuals, 
and in order to obtain such figures it would be necessary to 
contact each of the individual local unions. 


Manpower allocation 
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Thus, we see, that there were 1,549 people working as temporary 
workers in the final election of November 1956, in this 1 area in Mich- 
igan. If we apply the amount that the Subcommittee on Privileges 
and Elections disclosed was paid to these people it comes to approxi- 
mately $37,000 a day for the salaries of these individuals. 

It will be noted that in no case was it found by our investigator that 
these funds used for this purpose, or for any other purpose cited, 
came from other than the general treasury, or union dues. 

We have placed evidence into this record in only one instance where 
union dues are being used for political purposes. We have refrained 
from discussing radio and television expenses because there is a case 
now pending before the district court of Michigan, United States 
of America against the International Union United Automobile, Air- 
craft, and Agricultural Implement Workers, and it is felt that a 
decision must be reached here before legislation covering those specific 
items can be drawn. 

It is obvious to us that under the name of “education” the unions 
of America, as well as corporations, are spending vast sums of money 
that are not being reported as political expenses, and the question 
has come to our mind, as I am sure it has come to many others, as 
to the propriety of this action, particularly where we are concerned 
with the spending of political money. It seems to us that there can 
be no effective legislation written covering elections without explicit 
concern for some of the enormous loopholes presently existing and, 
in particular, the use of such devices as the terms “educational” and 
“citizenship” to describe massive political expenditures in such a 
way as to avoid public scrutiny or public responsibility. The second 
device being used, apparently on a gigantic scale, is the use of paid 
political manpower which also seeks by calculated indirection to avoid 
public scrutiny or public responsibility. 

There is evidence of many other such devices but the two foregoing, 
the present evidence suggests, may be on such a scale as actually to 
dwarf in cost the total financial contributions presently being reported 
under the law. 

We do not offer these remarks in criticism of the committees, in 
fact, we realize that to have thoroughly investigated this field would 
have preempted all other investigations with which the committees 
were charged, but we do offer them in a spirit that those who read 
this report will recognize in this situation a serious threat to our 
two-party system and to our existing laws. 


Barry GOLDWATER. 
Srytes Brincess. 
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PROGRESS REPORT OF SPECIAL COMMITTEE TO INVES:- 
TIGATE POLITICAL ACTIVITIES, LOBBYING, AND CAM- 
PAIGN CONTRIBUTIONS (CONGRESSIONAL RECORD, 
JUNE 13, 1956) 


Mr. McCietuan. Mr. President, as chairman of the Special Com- 
mittee to Investigate Political Activities, Lobbying, and Campai 
Contributions, I made on the 14th day of March a brief report to the 
Senate with respect to the committee’s organization. At that time I 
also expressed some of my views regarding the committee’s duties 
and responsibilities as they relate to the task assigned to it, 

I advised the Senate that a staff would have to be assembled; that 


a good staff was important to the success of the committee’s labors; < 
and that we would promptly undertake to assemble a staff of the is 
quality prescribed by the rules of the committee—a staff capable and ie 
competent, and selected solely on the basis of fitness to perform its ie 
duties, without regard to political preference or affiliation. ft 
Although the resolution creating this special committee does not oy 
require it, as chairman I feel that I should keep the Senate informed " 
by making at proper intervals progress reports on the committee’s we 
activities. a 
Mr. President, I am pleased to advise that the committee has now ‘s 
completed the selection of an initial staff of 14:members, 9 of whom | 
are professional and 5 of whom are clerical, and each of whom was ae 
unanimously approved by the committee. This size staff is adequate ws 

to enable the committee to begin its work, although it is probable that 1 
the workload of the committee will so increase as to require that addi- io 
tional staff members be added. “7 
On March 19, having in mind the Neff-Senator Case of South Pe 
Dakota incident, and by direction of the committee, I, as chairman, ie: 
wrote each Member of the United States Senate a personal letter ag 
requesting that he submit to the special committee any facts within ‘im } 
his knowledge or any information in his possession, regarding any sp 
attempt illegally or improperly to influence him or any other Member o. 
of the Senate, or any officer or employee of the executive branch of aie 
ene ee 


the Government. It was felt that if any such attempt had been made 
illegally or improperly to influence any Senator, he would know about 
it, and, therefore, he could report, and it was his duty to report, such 
attempt or activity to the committee. 

To date, only 43 Senators have replied. Only 3 or 4 have reported 
or suggested any facts or information of the nature requested. One of 
the incidents reported by a Senator to the committee has already been 
investigated and disposed of. The other suggested leads are now 
being processed by preliminary inquiry. All other information or 
material which has come to the committee from other sources in the 
form of complaints or allegations is presently being carefully gone 
over and screened by the staff, to determine whiethat it has merit and 
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is of sufficient substance to warrant committee action. These matters 
will be processed as expeditiously as may be practicable. 

Since the Neff-Senator Case of South Dakota incident was asso- 
ciated with the Senate’s consideration of the Harris-Fulbright natura] 
gas bill, the committee at its next meeting following organization 
unanimously ordered a full investigation of lobbying and political 
activities of both the proponents and opponents of that measure. 

On May 1, a public hearing was held in connection with the activi- 
ties of the General Gas Committee, a group of gas producers organized 
to support and promote the enactment of the gas bill. The chairman 
of the General Gas Committee, Mr. Maston Nixon,testified and made 
all of the records of that committee available to the special committee, 
and those records are now under study by the staff. 

On May 24, a hearing in executive session was held by the commit- 
tee to investigate charges in the February 9, 1956, issue of the Leader, 
a Bismarck, N. Dak., publication, in an article headlined “Young 
Sells Out Again,” having reference to Senator Milton Young, of 
North Dakota, with respect to his vote on the Harris-Fulbright gas 
bill. The representatives of the Leader responsible for this news- 
paper story were subpenaed and placed under oath and given an op- 
portunity to substantiate the charges made in the article against Sen- 
ator Young. They denied under oath that it was their intention to 
either charge or imply that Senator Young had yielded or had been 
subjected to any improper or any illegal influence in connection with 
his vote on the natural gas bill, or on any vote that he may have 
cast at any time as a Member of the United States Senate. Therefore, 
the committee concluded that the headline charge of the article, 
“Young Sells Out Again,” and all of the article’s further implication 
of any wrongdoing on the part of Senator Young were wholly unsup- 
ported, without any basis of fact whatsoever, and completely false. 
The committee immediately issued a public statement to that effect, 
and made public the proceedings of such hearing. 

Mr. President, I wish to state on my own responsibility as a United 
States Senator that the article of the Leader making the charges 
against Senator Young is simply that type of “sordid and irresponsible 
journalism that resorts to the poison pen to contaminate the news and 
pollute the stream of public information through the media of the free 
press”; and I so stated to the press at that time. The article was most 
reprehensible; and I am confident that such malicious and distorted 
reporting and editorializing on the news is repudiated and condemned 
by all the responsible press and by everyone who cherishes the right 
of freedom of speech and freedom of the press, and who associate with 
that right and privilege an obligation of fairness and decency in 
reporting and publishing the news. 

I should also like to inform the Senate that approximately 1,100 
reports are filed quarterly with the Secretary of the Senate by groups 
of individuals believing themselves to come under the requirements of 
the Lobbying Act. The committee staff has been instructed to ex- 
amine these reports for each of the last five quarters, and is now in 
process of doing so. 

Obviously, it is impossible for this committee to examine, interro- 
gate, and thoroughly investigate each of these individuals and groups 
with respect to their lobbying activities; but in carrying out its 
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purpose to thoroughly investigate lobbying activities and improper 
influence in connection with the Harris-Fulbright natural gas bill 
the committee has selected and approved for immediate attention of 
the staff and for investigation the following organizations some of 
whom are registered under the Lobbying Act, 4 of whom sup- 

orted and 4 of whom opposed the enactment of the Harris-Ful- 
bright measure. They are: Committee for Pipe Line Companies, 
Council of Local Gas Companies, Mid-Continent Oil & Gas Associa~ 
tion, Natural Gas & Oil Resources Committee, Joint Committee of 
Consumers and Small Producers, The Mayors Committee on Naturak 
Gas, National Institute of Municipal Law Officers, and United Auto 
Workers of America, AFL-CIO. 

The committee’s selection of these groups does not imply or indi- 
cate at this time that their activities were in any way illegal or im- 
proper. Nor from this selection is it to be inferred that the com- 
mittee will not investigate other groups or persons that lobbied or 
undertook to use influence for the enactment or defeat of the measure. 
But these have been selected as among those most active and as among 
those making the largest expenditures. 

The representatives of these organizations have already heen inter- 
viewed by the staff and, in cases in which it is believed necessary, 
investigations have already been made or are now being made of their 
records, which they have made available. 

As a result of the preliminary work done by the staff in connection 
with these groups, public hearings have been scheduled for June 14 
and 15 and for June 21 and 22. Further public hearings will be 
ordered as soon as preliminary work of the staff will permit. 

Mr. President, other work of the committee is proceeding expedi- 
tiously. It is the intention of the committee to examine into any 
specific charges, information, or leads within its jurisdiction that 
may come to its attention or be submitted to it that indicate an 
illegal or improper political activities, lobbying, or campaign contri- 
butions. I should like to point out, however, that the committee 
does not have a nationwide network of staffed officers or a field force 
of personnel to make investigation and inquiries. We have only a 
small staff in very limited space located here at the Capitol in the 
city of Washington. Therefore, it is perfectly apparent that the 
committee and its staff, on the basis of their own initiative and re- 
sources, cannot possibly ferret out and investigate each and every 
possible action or incident of wrongdoing that may have occurred 
and that may come within the purview of the committee’s duties and 
responsibilities. 

I point out again that this committee must necessarily deal in facts. 
Innuendoes, inferences, and rumors are of little or no value. It is of 
no assistance to this committee to have someone tell us that “everyone 
knows” that there have been illegal or improper acts committed, but it 
is of interest and can be a great help to the committee if anyone can 
tell us the name of someone who may know of such an act or of some 
document or item of evidence which will demonstrate the fact. 

Mr. President, having called upon each Member of the Senate to 
supply the committee with any facts or information within his 
knowledge that might be helpful, and in view of the rather meager 
results that request has produced, and in view of the great public 
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interest in the subject matter of this investigation, I now wish to 
broaden that request and invitation to include members of the press, 
columnists, commentators, and all other sources of information, in- 
cluding all citizens and the public at large, to give to this committee 
any concrete facts within their knowledge or any information they 
may have, and the source of that infor mation, regarding “attempts to 
influence improperly or illegally the Senate or any Member thereof 
or any candidate therefor, or any officer or employee of the executive 
branch of the Government, through campaign contributions, political 
activities, lobbying, or any and all other activities or practices,” 

All such information from any reliable source will be received, pur- 
sued, appropriately considered, and acted on by the committee. 

Mr. President, just as I pointed out and emphasized in my earlier 
report to the Senate immediately following the organization of the 
committee, responsibility for the success of this special committee’s 
labors rest equally upon each political party and upon each individual 
member of the committee, irrespective of party. I also pointed out 
and emphasized at that time, that the responsibility in this field of 
each individual Member of the Senate had in nowise been lessened or 
diminished by reason of the appointment of this special committee. I 
now wish to point out and emphasize as well that it is the duty of every 
citizen possessing knowledge or information in these areas of activities 
that would be helpful to the committee to submit such facts and infor- 
mation to it. I most respectfully urge the press and other media of 
news and public information to give full cooperation and assistance 
to the committee in conveying this committee’s request and invitation 
to the public. 





PROGRESS REPORT OF THE SPECIAL COMMITTEE TO 
INVESTIGATE POLITICAL ACTIVITIES, LOBBYING, 
AND CAMPAIGN CONTRIBUTIONS (CONGRESSIONAL 
RECORD, JANUARY 9, 1957) 


Mr. McCuetian. Mr. President, on June 13, 1956, I reported to the 
Senate on the progress of the Special Committee To Investigate Polit- 
ical Activities, Lobbying, and Campaign Contributions, of which I 
am chairman. That was a preliminary progress report on the work 
of the committee. Consistent with my purpose to keep the Senate 
informed of the committee’s progress, I am again reporting to you. 

You will recall that even prior to that date, on behalf of and by 
direction of the committee, pees a letter to each Member of the 
Senate, inviting his cooperation and assistance and requesting that 
he submit to the committee any facts or information within his 
knowledge and that was within the purview of the committee’s respon- 
sibilities and which might be helpful to it. I also publicly called 
upon all the press, the columnists, commentators, at the public at 
large to provide the committee with any facts or information of 
wrongdoing in this area within their knowledge. 

Thereafter, I specifically asked the Director of the Bureau of the 
Budget, the Attorney General, and the President of the United States 
for any facts or information in their possession concerning the subject 
matters the committee was created to investigate. I did this 
particularly because the President’s veto message of the Harris-Ful- 
bright gas bill contained the statement that “a body of evidence has 
accumulated indicating that private persons * * * have been seeking 
to further their own interests by highly uestionable activities.” 

We assumed there was such “body of evidence,” which, if made 
available, would be most helpful to the committee in carrying out its 
responsibility. No such “body of evidence,” however, has been made 
available to the committee. e have done everything possible that 
is practical to secure the cooperation and assistance of our colleagues, 
of the press, the public, and the executive branch of the Government. 
The facts and information the committee obtained in response to these 
efforts were negligible. 

Therefore the committee, without benefit of many specific charges, 
allegations, complaints, or information providing leads for it to follow 
up and investigate has undertaken to make a general exploration and 
develop evidence to establish a pattern of the general practices that do 
now prevail in the field of lobbying, political activities, and campaign 
contributions. 

To date, the committee has heard 146 witnesses in public session. 
Parenthetically, I may say that well over half of the public hearings 
of the committee were held during the recess period of Congress. In 
addition, some 300 other prospective witnesses have been interviewed 
and screened out by staff activity. This interviewing and screening 
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by the staff is arduous and painstaking work, but it is vital and essen- 
tial in order to eliminate prospective evidence which is neither perti- 
nent nor of value, and which would only encumber the record without 
providing anything of substance or benefit to this Congress or to the 

public. This process of screening by the staff we have found also 

protects the innocent from being unjustly embarrassed or smeared by 
unfounded charges, allegations, or testimony that would be irrelevant 

to the committee’s objective. 

We have undertaken, and are doing, extensive research in all of these 
fields by gathering statistics, facts, and information that will be help- 
ful to the committee in reaching sound conclusions and in making its 
report and recommendations. 

The few specific charges or allegations that have been brought to 
the committee’s attention have been thoroughly investigated. In a 
previous report, I referred to the charges made against the junior Sen- 
ator from North Dakota, Senator Milton Young, by the North Dakota 
Leader, a publication of Bismarck, N. Dak., which charged in large, 
front-page headlines, “Young Sells Out Again.” This article im- 
pugned Senator Young’s integrity as a United States Senator, and 
specifically his vote on the Harris-Fulbright bill. After full investi- 
gation and executive hearings, the record of which was promptly re- 
leased to the press, the committee without a dissenting voice voted 
unanimously that the article and libelous charges made against Sena- 
tor Young were completely without foundation in fact; that they were 
utterly misleading, irresponsible, and maliciously false. 

In a somewhat similar incident, the committee heard testimony from 
Mr. Guy Nunn, a news commentator, who in a news broadcast at 7:15 
p. m., Friday, February 3, 1956, from station CKLW, Windsor, On- 
tario, stated to his listeners with reference to the Harris-Fulbright 
bill: 

It has been known for months that the gas and oil lobby has been buying 
Senators by the bushel. 

The committee heard Mr. Nunn and gave him every opportunity 
to submit any facts or knowledge that he possessed, or any information 
available, to support his slanderous statement against the Members of 
the United States Senate. He failed completely to substantiate his 
charges and, upon reflection, admitted that his statement and insinua- 
tions and the implications of it were in error. 

The committee has undertaken to supplement the work of its prede- 
cessor, the George select committee, and toward that end it has under- 
taken to identify the forces working for and against the Harris-Ful- 
bright bill. It has heard testimony from representative groups in- 
terested in this legislation. 

The principal associations that were most actively supporting the 
measure were the General Gas Committee, the Natural Gas and Oil 
Resources Committee, and the Joint Committee of Consumers and 
Small Producers. The principal groups opposing and most active 
against the measure were the Council of Local Gas Companies, the 
National Institute of Municipal Law Officers, and the United Auto 
Workers Union. The committee heard testimony from representa- 
tives of each of these groups. 

The Committee also heard testimony from major oil companies con- 
cerning their activities on the legislation. These included, among 
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others, the Socony-Mobil Oil Co., the Shell Oil Co., Humble Oil & 
Refining Co., and the Standard Oil Companies of Indiana and Cali- 
fornia. Numerous other oil and gas companies and groups were the 
subject of preliminary staff inquiry. 

The General Gas Committee, sihonels registered under the Lobby- 
ing Act, was represented to be a service unit financed by the major oil 
companies but having no direct connection with lobbying for the legis- 
lation. However, testimony presented to the committee strongly indi- 
cated that this group was not disassociated from lobbying activities. 

The Natural Gas and Oil Resources Committee was also an associa- 
tion created and financed by the major oil interests. It was established 
simultaneously with the General Gas Committee and financed gen- 
erally by the same gas and oil interests. It differed from the General 
Gas Committee principally in that it had as its avowed purpose “the 
education of the public” on the subject of Federal control of gas at the 
wellhead. This group spent approximately $2 million pursuing this 
purpose over a period of some 15 months. It opposed Federal con- 
trol or regulation, and therefore favored the Harris-Fulbright bill. 
The activities of this group, concurrent with the pendency and con- 
gressional consideration of the gas bill, engaged the committee’s in- 
terest. They posed the question of the need for legislation covering 
the area of indirect lobbying. 

The committee has brought to light a practice—possibly an excep- 
tional one—which gives it deep concern. On two separate pieces of 
proposed legislation, and from geographical areas separated from 
each other by a thousand miles, there emanated telegram lobbying 
campaigns designed to promote the passage or the defeat of particular 
pieces of legislation. A number of telegrams were sent to Members of 
Congress, expressing views for or against legislation, without the 
consent or knowledge of the purported sender. In a number of in- 
stances, these telegrams falsely represented the true sentiments of 
the persons whose names were signed to them. Such actions consti- 
tuted a fraud on Members of Congress to whom they were sent. and 
on the persons whose names were used and whose views were misrep- 
resented. This practice should not be permitted to continue with 
impunity. 

The committee has inquired into the efforts of many other groups 
espousing other legislation of interest to them. We have thus far 
heard representatives of the American Farm Bureau Federation, the 
American Medical Association, the American Legion, the National 
Milk Producers Association, the Association of American Railroads, 
the American Trucking Association, the National Rural Electric Co- 
operative Association, the American Automobile Association, the 
United States Chamber of Commerce, and others. 

The committee undertook to select for inquiry some bill of recent 
legislation which involved varied types of interests. It selected the 
sugar bill, which was enacted during the last session of Congress. In 
reviewing the activities of important segments of the sugar industry, 
the committee has heard testimony from representatives of domestic, 
Territorial, and foreign sugar interests, and also representatives of 
the Department of State and the Department of Agriculture. 

Many groups and witnesses which the committee has heard have 
expressed much concern over what they consider to be, and what obvi- 
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ously is, the vagueness of the present statutes governing legitimate 
representations to Congress in pursuance of the constitutional right 
of petition. The problems of definition in this area are intricate and 
substantial. The constitutional guaranty of the right of petition can- 
not be abridged. The committee believes there are some practices 
that are so clearly fraudulent and misleading that they should be 
prohibited by criminal penalties. But the greater problem is to spell 
out those legitimate activities which should be disclosed through reg- 
istration and reporting. We hope the committee will be able to make 
recommendations to the Senate worthy of its consideration. 

In the field of campaign contributions and political activities, the 
committee has undertaken to inform itself of practices and problems 
related thereto. It has solicited the assistance of and heard testimony 
from witnesses who appear to be in the best position to provide prac- 
tical information and to give helpful gaat 

Mr. Leonard Hall and Mr. Paul Butler, chairmen of the Republican 
and Democratic National Committees, respectively, were called to 
testify and were interrogated regarding their activities as such; how 
the national committees functioned, and their relationship to the 
State, district, and community committees and to committees of other 
groups, such as volunteer and citizens committees organized to support 
either party and their candidates. 

The committee also heard from Mr. Arnold Peterson, national secre- 
tary of the Socialist Labor Party of America, as a representative of 
minority political groups. The chairman of the Volunteers for 
Stevenson and Kefauver Committee and the chairman of the Citizens 
for Eisenhower and Nixon Committee were also heard. 

These witnesses have provided financial data respecting contribu- 
tions and expenditures of their organizations and have given their 
views concerning the laws and practices which now exist. 

Representatives of important labor groups, including the AFL-CIO 
committee on political education, the Machinists Nonpartisan Political 
League, the United Steel Workers, the United Automobile Workers, 
and others were called and interrogated regarding their lobbyin 
activities and practices, and also with respect to their political activi- | 
ties in the raising and expenditure of campaign funds. They were also 
given the opportunity to make suggestions and recommendations for 
legislation in this field. 

Mr. Walter Reuther, president of the United Automobile Workers, 
testified regarding a plan that his union has advanced proposing a 
limitation on campaign contributions: specifically, that no individual 
would be permitted to contribute more than a. total of $20 in any one 
campaign year. The unions’ practice of collecting, by voluntary con- 
tributions, funds for use by the leaders of their national organizations 
to aid and support candidates of their choice was developed by testi- 
mony from various union officials. 

Officials of corporations who testified before the committee were 
interrogated regarding their activities and contributions in support of 
political parties and candidates for office. All maintained that they 
have operated within the law and made no corporate contributions, 
but freely acknowledged that as individuals they contribute to the 
party and candidates of their choice, and in some instances they en- 
courage their top management personnel to do likewise. 
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All candidates for the United States Senate in the recent election 
have been asked to supply the committee with certain information re- 
specting campaign contributions received and expenditures made. 
This data is presently being assembled and evaluated. 

To summarize, Mr. President, much work has already been done by 
the committee, but our task is not finished. Representatives of other 
groups and interests need to be heard, and some further research made 
and data assembled before the committe will be ready to submit its 
final report, conclusions, and recomendations. Obviously, the com- 
mittee cannot conclude by the date of January 31, 1957, the date fixed 
for its expiration by the establishing resolution. Additional time will 
be required, and I expect to submit within the next day or two a resolu- 
tion for such extension. 

However, Mr. President, I am happy to report that the committee 
has operated economically. ‘To date, it has expended less than one- 
third of the funds appropriated to it. While an extension of time 
for the committee to complete its task will be required, no additonal 
funds will be needed; in fact, it is presently anticipated that approxi- 
mately one-half of the funds that were made available will not be 
expended. 

Mr. President, as I have said, within the next 2 or 3 days I hope 
to submit a resolution providing for a reasonable extension of time 
so as to give the committee an opportunity to conclude its work. Imay 
say that each member of the committee is very anxious to conclude it ; 
and, as chairman, I can assure my colleagues that no one is more anx- 
ious to finish the job than I am, because I have other responsibilities 
which are awaiting my attention. 
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COMMITTEE CORRESPONDENCE WITH EXECUTIVE 
BRANCH 





JuLy 3, 1956. 
Hon. Percrvat BrunDaGeE, 
Director, Bureau of the Budget, 
Washington, D. C. 

Dear Mr. Brunpace: This special committee, of which I am the 
chairman, is interested in knowing what facts, if any, were available 
to the President for the preparation of his veto. message on the Harris- 
Fulbright bill, other than the well publicized incident which was gone 
into by the George Select Committee for Contribution Investigation. 

This committee will appreciate your kind cooperation. 


Sincerely yours, 
Joun L. McCrietian, Chairman. 


JuLy 13, 1956. 
Hon. Joun L. McCieiuan, 
Chairman, Special Committee To Investigate Political Activities, 
Lobbying, and Campaign Contributions, United States Senate, 
Washington, D. C. 

My Dear Mr. Cuarrman: In answer to your letter of July 3, 1956, I 
do not know whether or not any information not made public through 
the press and radio was known to the President in connection with 
his consideration of the natural gas bill. 

I am sorry that I cannot be of greater assistance to you in this 
regard. 

Sincerely yours, 
Percivat Brunpace, Director. 


JULY 16, 1956. | 
THe PRESIDENT, | 
The White House. | 
Dear Mr. Presment: As chairman of this special committee, I 
asked the Director of the Bureau of the Budget on July 3, 1956, to | 
inform this committee of any facts which were » made available to you 
in the preparation of your veto message of February 20, 1956, of 
H. R. 6645, to amend the Natural Gas ‘Act, as amended. By letter 
dated July 13, 1956, the Director replied : 
“* * * I do not know whether or not any information not made 
public through the press and radio was known to the President in 
connection with his consideration of the natural gas bill.” 
This committee was established to ascertain facts relating to at- 
tempts to influence improperly or illegally the Senate or any Member 
thereof. Since your veto message on the bill to amend the Natural 
Gas Act stated that, “* * * a body of evidence has been accumulated 
indicating that private persons, * * * have been seeking to further 
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their own interests by highly questionable activities,” I respectfully 
request that this “body of evidence” be made available for considera- 
tion! in carrying out the responsibilities which have been imposed 
upon the committee by Senate Resolution 219. 
I am, dear Mr. President, 
Sincerely yours, 
Joun L. McCievian, Chairman. 





Tue Wurre Hovss, 
Washington, August 8, 1956. 
Hon. Jonn L. MoCienian, 
United States Senate, Washington, D.C. 

Dear Senator McCrievxan: This will acknowledge your letter to 
the President about his veto of H. R. 6645, the bill to amend the Nat- 
ural Gas Act. 

The President reached his decision on the bill after considerin 
information of questionable activities which came to him throug 
many channels. All of this information was turned over to the De- 
partment of Justice, and I presume it is we used in connection with 
the grand jury’s investigation. In view of that fact, any request con- 
Oona matter should be made to the Department of Justice. 

incerely, 
SHERMAN ADAMS, 
The Assistant to the President. 





SEPTEMBER 6, 1956. 
The honorable the ArrorNry GENERAL, 
Washington 25, D.C. 

My Dear Mr. Arrorney Genera: I addressed a letter to the 
President on July 16, 1956, requesting for the consideration of this 
committee the facts which were available to him, and which in- 
fluenced his veto of H. R. 6645, to amend the Natural Gas Act, as 
amended. ‘This letter stated in part: 

“This. committee was sctablished to ascertain facts relating to at- 
tempts to influence improperly or illegally the Senate or any Member 
thereof. Since your veto message on the bill to amend the Natural 
Gas Act stated that, ‘* * * a body of evidence has been accumulated 
indicating that private persons, * * * have been seeking to further 
their own interests by highly questionable activities,’ I respectfully 
request that this ‘body of evidence’ be made available for considera- 
tion in carrying out the responsibilities which have been imposed 
upon the committee by Senate Resolution 219.” 

On August 8, 1956 I received the following reply from the As- 
sistant to the President, Mr. Sherman Adams: 

“The President reached his decision on the bill after considering 
information of questionable activities which came to him through 
many channels. All of this information was turned over to the De- 
partment of Justice, and) I presume it is being used in connection 
with the grand jury’s investigation. In view of that fact, any re- 
quest concerning this matter should be made to the Department of 
Justice.” 
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Accordingly, I request your cooperation in making available for 
examination by this special committee the above-mentioned informa- 
tion which was turned over to the Department of Justice. 

With kindest regards, I am, 

Sincerely yours, 
Joun L. McCriexian, Chairman. 





DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy AtTrorNry GENERAL, 
Washington, October 3, 1956. 
Hon. Joun L. McCieiian, 

Chairman, Special Committee To Investigate Political Activi- 
ties, Lobbying, and Campaign Contributions, United States 
Senate, Washington, D.C. 

Dear Senator: This is in reply to your letter of September 6, 1956, 
requesting that this Department make available information which 
influenced the President’s veto of H. R. 6645, to amend the Natural 
Gas Act. 

As you know, it was on February 3, 1956, that Senator Francis Case 
of South Dakota made the disclosure on the floor of the Senate con- 
cerning an offer of $2,500 in $100 bills as a campaign contribution, and 
asserted that as a consequence he intended to vote against passage of 
this bill. The Federal Bureau of Investigation was Smnmediataly in- 
structed to make an investigation of the matters disclosed by Senator 
Case. This was followed by public hearings commencing on Febru- 
ary 10, 1956, before the George Select Committee, and on Februa 
14, in the District of Columbia, the grand jury began to consider evi- 
dence of possible violations of title 18, United States Code, section 
204, and of the act regulating lobbying before the Congress, title 2, 
United States Code, sections 261-270. 

Much of the evidence thus developed was presented at the public 
hearings of the George Select Committee, and, of course, is already 
available to your committee. 

It was on February 17, 1956, that the President vetoed the bill. Fol- 
lowing that date there were more public hearings by the George 
Select Committee, and the grand jury continued to hear evidence, 
much of which, of course, had been heard publicly and is available in 
the transcript of the committee. 

As you also know, on July 24, 1956, the grand jury returned an in- 
dictment charging Elmer Patman, John M. Neff, and Superior Oil Co., 
a corporation, with conspiracy to violate the act relating to lobbying, 
and charging Neff and Patman with substantive violations of this 
act and with violating title 18, United States Code, section 204. The 
court has set November 19, 1956, as the trial date of this indictment. 

In view of the fact that much of the available evidence already has 
been aired in public and therefore is available to your committee, and 
considering the pendency of the indictment and the imminent trial of 
the issues in court, it is believed that it would be inappropriate to 
make our files available for examination at this time. As soon as the 
trial is completed we will be pleased to make available to the commit- 
tee any information which is desired as long as it will not conflict with 
any possible contemplated prosecution. 


Sincerely 
y; Wiuiiam P. Rogers, 


Deputy Attorney General. 





Title III of the Legislative Reorganization Act of 1946 


(S. 2177, 79th Cong., 2d sess., Pub. Law 601; 2 U. S. C. 261-270) 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled: 
* co * * * * * 


Tirtz I1I—Reeuuation or Losspyrne Acr 


SHORT TITLE fs 

Src. 301. This title may be cited as the “Federal Regulation of . 
Lobbying Act.” i 
DEFINITIONS We 

Src. 302. When used in this title— 1 
(a) The term “contribution” includes a gift, subscription, loan, ia 
advance, or deposit of money or anything of value and includes a ae 
contract, promise, or agreement, whether or not legally enforceable, mig 
to make a contribution. te 
(b) The term “expenditure” includes a payment, distribution, loan, “i 
advance, deposit, or gift of money or anything of value, and includes ie 
a contract, promise, or agreement, whether or not legally enforceable, wig 


to make an expenditure. 

(c) The term “person” includes an individual, partnership, com- 
mittee, association, corporation, and any other organization or group 
of persons. 

(d) The term “Clerk” means the Clerk of the House of Repre- 
sentatives of the United States. 

(e) The term “legislation” means bills, resolutions, amendments, 
nominations, and other matters pending or proposed in either House 
of Congress, and includes any other matter which may be the subject a 

{ { 


of action by either House. wii 
vm 
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DETAILED ACCOUNTS OF CONTRIBUTIONS 


Src. 303. (a) It shall be the duty of every person who shall in any 
manner solicit or receive a contribution to any organization or fund 
for the purposes hereinafter designated to keep a detailed and exact 
account of— 

(1) all contributions of any amount or of any value whatsoever ; 
(2) the name and address of every person making any such 
contribution of $500 or more and the date thereof; 
(3) all expenditures made by or on behalf of such organization 
or fund; oa 
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(4) the name and address of every person to whom any such 
expenditure is made and the date thereof. 

(b) It shall be the duty of such person to obtain and keep a receipted 
bill, stating the particulars, for every expenditure of such funds ex- 
ceeding $10 in amount, and to preserve all receipted bills and accounts 
required to be kept by this section for a period of at least two years 
from the date of the filing of the statement containing such items. 


RECEIPTS FOR CONTRIBUTIONS 


Sec. 304. Every individual who receives a contribution of $500 or 
more for any of the purposes hereinafter designated shall within five 
days after receipt thereof render to the person or organization for 
which such contribution was received a detailed account thereof, 
including the name and address of the person making such contribu- 
tion and the date on which received. 


STATEMENTS TO BE FILED WITH CLERK OF HOUSE 


Sxc. 305. (a) Every person receiving any contributions or expend- 
ing any money for the purposes designated in subparagraph (a) or (b) 
of section 307 shall file with the Clerk, between the first and tenth day 
of each calendar quarter, a statement containing complete as of the 
day next preceding the date of filing— 

(1) the name and address of each person who has made a con- 
tribution of $500 or more not mentioned in the preceding report; 
except that the first report filed pursuant to this title shall contain 
the name and address of each person who has made any contribu- 
tion of $500 or more to such person since the effective date of this 
title ; 

(2) the total sum of the contributions made to or for such per- 
son during the calendar year and not stated under paragraph (1) ; 

(3) the total sum of all contributions made to or for such per- 
son during the calendar year ; 

(4) the name and address of each person to whom an expendi- 
ture in one or more items of the aggregate amount or value, within 
the calendar year, of $10 or more has been made by or on behalf 
of such person, and the amount, date, and purpose of such ex- 
penditure ; 

(5) the total sum of all expenditures made by or on behalf of 
such person during the calendar year and not stated under para- 
graph (4) ; 

(6) the total sum of expenditures made by or on behalf of such 
person during the calendar year. 

(b) The statements required to be filed by subsection (a) shall be 
cumulative during the calendar year to which they relate, but where 
there has been no change in an item reported in a previous statement 
only the amount need be carried forward. 


STATEMENT PRESERVED FOR TWO YEARS 


Sec. 306. A statement required by this title to be filed with the 
Clerk— 
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(a) shall be deemed properly filed when deposited in an estab- 
lished post office within the prescribed time, duly stamped, reg- 
istered, and directed to the Clerk of the House of Rencientntrers 
of the United States, Washington, District of Columbia, but in 
the event it is not received, a duplicate of such statement shall 
be promptly filed upon notice by the Clerk of its nonreceipt ; 

(b) shall be preserved by the Clerk for a period of two years 
from the date of filing, shall constitute part of the public records 
of his office, and shall be open to public inspection. 


PERSONS TO WHOM APPLICABLE 


Sro. 307. The provisions of this title shall apply to any person 
(except a political committee as defined in the Federal Corrupt Prac- 
tices Act, and duly organized State or local committees of a political 
party), who by himself, or through any agent or employee or other 
persons in any manner whatsoever, directly or indirectly, solicits, col- 
lects, or receives money or any other thing of value to be used princi- 
pally to aid, or the principal purpose of which person is to aid, in the 
accomplishment of any of the following purposes: 

(a) The passage or defeat of any legislation by the Congress of the 
United States. 

(b) To influence, directly or indirectly, the passage or defeat of any 
legislation by the Congress of the United States. 


REGISTRATION WITH SECRETARY OF THE SENATE AND CLERK OF THE HOUSE 


Sec. 308. (a) Any person who shall engage himself for pay or for 
any consideration for the purpose of attempting to influence the 
passage or defeat of any legislation by the Congress of the United 
States shall, before doing anything in furtherance of such object, 
register with the Clerk of the House of Representatives and the 
Secretary of the Senate and shall give to those officers in writing and 
under oath, his name and business address, the name and address of 
the person by whom he is employed, and in whose interest he appears 
or works, the duration of such employment, how much he is paid and 
is to receive, by whom he is paid or is to be paid, how much he is to 
be paid for expenses, and what expenses are to be included. Each 
such person so registering shall, between the first and tenth day of 
each calendar quarter, so long as his activity continues, file with the 
Clerk and Secretary a detailed report under oath of all money received 
and expended by him during the preceding calendar quarter in carry- 
ing on his work; to whom paid; for what purposes; and the names of 
any papers, periodicals, magazines, or other publications in which he 
has caused to be published any articles or editorials; and the proposed 
legislation he is employed to support or oppose. The provisions of 
this section shall not apply to any person who merely appears before 
a committee of the Congress of the United States in support of or 
opposition to legislation ; nor to any public official acting in his official 
capacity; nor in the case of any newspaper or other regularly pub- 
lished periodical (including any individual who owns, publishes, or 
is employed by any such newspaper or periodical) which in the ordi- 
nary course of business publishes news items, editorials, or other com- 
ments, or paid advertisements, which directly or indirectly urge the 
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passage or defeat of legislation, if such newspaper, periodical, or indi- 
vidual engages in no further or other activities in connection with 
the passage or defeat of such legislation, other than to appear before 
a committee of the Congress of the United States in support of or in 
opposition to such legislation. 

(b) All information required to be filed under the provisions of 
this section with the Clerk of the House of Representatives and the 
Secretary of the Senate shall be compiled by said Clerk and Secretary, 
acting jointly, as soon as practicable after the close of the calendar 
quarter with respect to which such information is filed and shall be 
printed in the Congressional Record. 


REPORTS AND STATEMENTS TO BE MADE UNDER OATH 


Sec. 309. All reports and statements required under this title shall 
be made under oath, before an officer authorized by law to administer 
oaths. 

PENALTIES 


Sec. 310. (a) Any person who violates any of the provisions of this 
title, shall, upon conviction, be guilty of a misdemeanor, and shall be 
punished by a fine of not more than $5,000 or imprisonment for not 
more than twelve months, or by both such fine and imprisonment. 

(b) In addition to the penalties provided for in subsection (a), an 
person convicted of the misdemeanor specified therein is prohibited. 
for a period of three years from the date of such conviction, from 
attempting to influence, directly or indirectly, the passage or defeat of 
any proposed legislation or from appearing before a committee of the 
Congress in support of or opposition to proposed legislation; and any 
person who violates any provision of this subsection shall, upon con- 
viction thereof, be guilty of a felony, and shall be punished by a fine of 
not more than $10,000, or imprisonment for not more than iv years, 
or by both such fine and imprisonment. 


EXEMPTION 


Sec. 311. The provisions of this title shall not apply to practices or 
activities regulated by the Federal Corrupt Practices Act nor be 
construed as repealing any portion of said Federal Corrupt Practices 


Act. 





STATEMENTS UNDER TITLE III OF THE LEGISLATIVE 
REORGANIZATION ACT OF 1946, AUGUST 2, 1946, 


THROUGH MARCH 12, 1957 


Registrations and quarterly reports filed under the Federal Lobby- 
ing Act for the period from August 2, 1946, through March 12, 1957, 
have been published in the fo lowing issues of the Congressional 
Record (all page numbers are for permanent bound edition unless 


otherwise indicated) : 








Year Calendar quarter Date published} Volume Part Page 

CR ini cet big | 3d and 4th, all up to Dec. 20, 1946... Jan, 3, 1947 93 1 51 
Pc 4acksbindacns RR il cnscdnadsvuhodussusedeuaenibe Feb. 5, 1947 93 1 818 
TOs. bc cides décéb ius LMT ot iesebddgasesbenedocsuupaleenie May 12, 1947 93 4 5063 
SG decdtedaandaden Bik apa cinnaddadaudnel dkoeuadteeekeel July 26, 1947 93 8 10524 
WOE bbbictetisiedhd diated Be ce dacodechedueswhineiitahadsanimesl Nov. 17, 1947 93 8 10615 
SE enlinad<atre i cncine de nitions peda tpanpiesetisdineste Jan. 29, 1948 94 1 718 
WOU sk cede sec le en) TER « dade cbdavenicudeads<vedeeughpan May 5, 1948 04 4 5335 
eee A) Wi avan 2556 40ehmnintiam ee a ae 94 8 9393 
ee JA bbe cata -5<peaidedvebecaaataneahed Dee. 31, 1948 94 8| 10279 
+ dakbabada CE GR ln nt ids dudalen bh bebiiebsiebscietel Feb. 16, 1949 95 1 1279 
Eetnwncesads}- suse Sibi onan nccctip<te ceqnaeumaehsénnn Gnu May 5, 1949 95 5 5746 
ae DE ci dtirdsstdacks dbbesbardovwabusodane Aug. 5, 1949 95 8 10879 
ia da tnaedanteund 3d polo cisipinmee a ohubiee iia anna: Une 95 ll 15104 
SiG a bdidieandaGeeeed 4th scnonbooscopea pe Gate: in nee 96 1 1205 
So chicken ebbbinte ist. wide dedeads ..---| July 14, 1950 96 8 10179 
ici deldecahhtaue Milian Schr ty ty's Des qnsich Sidhedoedsgligllitn teak Aug. 22, 1950 96 10 13063 
Es sutivasdbnwededd ick ohicins vio caipietosbdeldccaldebeladtiun Nov. 27, 1950 96 12 15805 
SR sae Enea oatnie Geena cn cco sdphaateiech ddebibiaoka Mar. 2, 1951 97 2 1794 
css ddakntemiubins DOD «:c:asanin ties oh esdink os dubaoien tins ea alk Aug. 8, 1951 97 7 9575 
Da cscch de cichivin kets OE. é5 seit E stn ntisenebstadabboduedhand Sept. 13, 1951 97 9 11288 
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1 Daily edition (page number in permanent bound edition not available at the time of publication this 


report). 
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TITLE III OF THE LEGISLATIVE REORGANIZATION ACT 
OF 1946 


(Prepared by Mollie Z. Margolin, Legislative Reference Service, 
Library of Congress, March 14, 1956) 


BACKGROUND 


Federal regulation of lobbying was attempted some years back. Al|- 
though 3 bills on the subject (H. R. 25369, 25617, and 25767, 59th 
Cong.) were introduced in 1907, no action was taken on them ; and it 
was not until 1913 that any extensive investigations of lobbying were 
understaken by the Congress. In that year both the Senate and the 
House of Representative es authorized such investigations. A sub- 
committee of the Senate Judiciary Committee held hearings pur- 
suant to Senate Resolution 92, 63d Congress (50 Congressional Rec- 
ord 1758, 1759, 1802-1817), to inv estigate the charge that a lobby was 
maintained to influence legislation pending i in the Senate. No report 

was published. A House Select Committee on Lobby Investigation, 
appointed under House Resolution 198, 63d Congress (50 Congres- 
sional Record 2315-2334, 2342-29353) , held hearings on charges against 
Members of the House and on lobby activities of the National Associa- 
tion of Manufacturers of the United States and others, and submitted 
House Reports 113, 570, and 571, 63d Congress. 

In 1928, a bill (S. 1095 }, T0th Cong.), to require registration of 
lobbyists and lobbying organizations, passed the Senate (69 Congres- 
sional Record 3931, 3935, “4292) but received no action in the House. 

During the period from 1929 to 1931, a subcommittee of the Senate 
Judiciary Committee, pursuant to Senate Resolution 20 and 475, 71st 
Congress (71 Congressional Record 4115 and 6450, respectively), held 
hearings to inv estigs ite activities of lobbying assoc iations and lobbyists 
in and around W ashington, D. C., and published Senate Report 43, 
7ist Congress (in 10 parts). 

In 1935 and 1936, the Senate Spec ial Committee to Inv estigate Lob- 
bying Activities, pursuant to Senate Resolution 165, 74th Congress 
(79 Congressional Record 11003, 11005) and Senate Resolution 184, 
74th Congress (79 Congressional Record 13040), held hearings on 
lobbying activities in connection with the so-called holding company 
bill (S. ibe 74th Cong.), and submitted a partial report, Senate Re- 
port 1272, 74th Congress. The House Rules Committee, pursuant to 
House Resolution 288, 74th Congress (79 Congressional Record 10806- 
10810), investigated lobby’ ing activities with respect to utility holding 
companies, and submitted House Report 2081, 74th Congress. 

During that same period, 1935-1936. seve1 ral bills were introduced 
on the subject of lobbying. S. 2512, 74th Congress, applied to persons 
who engage in lobbying to influence departments of the Government 
as well as to those who engage in legislative lobbying. It was — 
by the Senate (79 C ongressional Record 7811, 8304, 8306, 8763, 8741). 
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H. R. 11663 applied only to persons who engage in lobbying before 
Congress for botintion. It was passed by the House (80 Congres- 
sional Record 4514-4520, 4541, 4921, 4970, 5212, 8756, 9480, 9743, 9752, 
9753). The main difference between the House and Senate versions 
of the bill was this item of coverage, and the two Houses could not 
reconcile their differences, with the result that neither bill was enacted. 
However, the hearings on both bills were extensive and the reports and 
debates showed strong feeling on the subject in the Congress. See 
Senate Report 602, 74th Congress, to accompany S. 2512, and House 
Reports 2214, 2221, and 2925, 74th Congress, to accompany H. R. 
11663. 

Although the 1935 and 1936 bills failed of passage, a probable result 
of the 1935-36 investigations of lobbying was the inclusion of lobby- 
ing provisions in 2 other laws enacted by the 74th Congress. The Pu 
lic Utility Holding Company Act of 1935 (49 Stat. 825, sec. 12 (i) ; 
15 U. S. C. 791 (i)) requires that persons who are employed by regis- 
tered holding companies for the purpose of presenting, advocating, 
or opposing any matter affecting such companies before Congress, the 


Federal Power Commission, or the Securities and Exchange Commis- iP 
sion, shall register with the Securities and Exchange Commission and S 
shall file monthly reports disclosing the nature of their employment ‘6 
and the amount received for compensation and expenses. The Mer- ue 
chant Marine Act of 1936 (49 Stat. 2014, sec. 807; 46 U. S. C. 1225) ie 
carries a similar provision, requiring registration with the Maritime ‘? 


Commission (now with the Secretary of Commerce) by persons who 


are employed to represent shipbuilders or ship operators before Con- oe 
gress or the Maritime Commission (now the Federal Maritime Board), a 
or the Secretary of Commerce (66 Stat. 765, sec. 21). ts 
The 75th and 76th Congresses also inserted lobbying provisions in og 
certain acts: = 
Revenue Act of 1938 (52 Stat. 481, sec. 101 (6) ) did not extend the a 


exemption from the tax on corporations, to any corporation a sub- 
stantial part of the activities of which was carrying on propaganda 
or otherwise attempting to influence legislation, even though the cor- 
poration was otherwise eligible for such exemption. This provision 
is still carried in the Internal Revenue Code of 1954 (26 U.S. C., 1952 
edition, Supp. IT, sec. 501 (c) (3)). 

Revenue Act of 1939 (53 Stat. 880, sec. 224), as amended, which 
allowed a deduction for income-tax purposes, for charitable contribu- 
tions, does not allow such a deduction if a substantial part of the activi- 
ties of the organization to which the contribution is made consists of 
carrying on propaganda, or otherwise attempting to influence legisla- 
tion. This provision is still carried in the Internal Revenue Code of 
1954 (26 U.S. C., 1952 edition, Supp. IT, sec. 170 (c) (2) (D)). 
Digest of the act 

The Federal Regulation of Lobbying Act, enacted on August 2, 1946 
(60 Stat. 839, title III; 2 U. S. C. 261-270), which was S. 2177, 79th 
Congress, was patterned after H. R. 11663, 74th Congress, supra. The 
| act is not designed to suppress lobbying but rather to make available 

to the Congress and to the public certain information concerning the 
activities of lobbyists and the receipt and expenditure of funds for 
such activities. Its major requirements are: (a) the registration of 
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lobbyists, (0) the filing of reports by lobbyists, (c) the filing of state- 
ments by individuals and organizations which collect or spend money 
to influence legislation, and (d) the keeping of accounts of money 
received or spent for lobbying. 

Contributions.—Every person who receives contributions for lobby- 
ing is required to keep accounts recording the information which is 
to be reported, and to obtain and keep for at least 2 years a receipt for 
each expenditure in excess of $10 (60 Stat. 840, sec. 303; 2 U.S. C. 
262). re person who receives a contribution of $500 or more must 
givea detailed account thereof to the person or organization for which 
the contribution was received (60 Stat. 840, sec. 304; 2 U. S. C. 268). 

Statements.—Every person, including an organization, who receives 
or spends money for lobbying must file cumulative quarterly state- 
ments showing total contributions and expenditures for this purpose, 
the name and address of each person who has contributed $500 or more, 
the name and address of each person to whom aggregate expenditures 
of more than $10 have been made within the calendar year, together 
with details of such expenditures (60 Stat. 840, sec. 305; 2 U.S. C. 
264). 

Public records.—All statements and reports filed under the act are 
public records and open to public inspection (60 Stat. 841, sec. 306; 
2U.S. C. 265). 

Registration.—Every person, including an organization, who en- 
gages himself for pay to attempt to influence the passage or defeat 
of legislation must register with the Clerk of the House of Repre- 
sentatives and the Secretary of the Senate. He must identify himself 
and his employer, and must disclose the source and amount of his 
compensation, the amount he is to receive for expenses, and the 
nature of such expenses. This does not apply to: (a) A person who 
merely appears before a committee of Congress, (0) a public official 
acting in his official capacity, or (¢c) a newspaper or periodical, or 
an owner, publisher, or employee thereof, who does nothing outside 
the ordinary course of business to influence legislation (60 Stat. 841, 
sec. 308 (a) ;2 U.S.C. et 

Reports.—A registered lobbyist must file quarterly reports showing 
the amounts received and spent for lobbying, to whom paid, for what 
ee the names of publications in which he has caused to be pub- 

ished any articles or editorials, and the proposed legislation which 
he was employed to support or oppose (60 Stat, 841, sec. 308 (a); 
2 U.S. C. 267). 

Compilation of information.—The Clerk of the House of Repre- 
sentatives and the Secretary of the Senate shall jointly compile the 
information revealed in the registration statements and quarterly 
reports of lobbyists and same shall be published in the Congressional 
Record (60 Stat. 842, sec. 308 (b) ; 2 U.S. C. 267). 

Penalties—A person convicted of violating the act is punishable 
by a fine of not more than $5,000, imprisonment for not more than 
12 months, or both, and in addition shall be prohibited from attempt- 
ing to influence legislation or appearing before a committee of Con- 
gress to support or oppose legislation for 3 years from the date of 
conviction. Violation of this prohibition constitutes a felony punish- 
able by a fine of not more than $10,000, imprisonment for not more 
than 5 years, or both (60 Stat. 842, sec, 310; 2 U. S. C. 269). 
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Exemptions.—The act does not apply to activities regulated by the 
Federal Corrupt Practices Act (60 Stat. 842, sec. 311; 2 U. 8, C. 
270) nor to a political committee as defined in the Federal Corrupt 
Practices Act (43 Stat. 1070; 2 U. S. C. 241-256), nor to a duly 
organized State or local committee of a political party (60 Stat, 841, 
sec. 807; 2 U.S. C. 256). 


LEGISLATIVE HISTORY 


S. 2177 was introduced in the 2d session of the 79th Congress, by 
Mr. LaFollette, as the Legislative Reorganization Act, title III of 
which covered Federal regulation of lobbying. It was referred to the 
Special Committee on the Organization of Congress (92 Congres- 
sional Record 4881), which reported it back with amendment (S. 
Rept. 1400; 92 Congressional Record 5958). (See also S. Rept. 1011, 
79th Cong., p. 26.) The bill was debated in the Senate (92 Congres- 
sional Record 6344, 6365, 6375, 6390-6398, 6439-6454, 6455-6466, 6466- 
6469, 6517-6521, 6522-6541, 6547-6575), and was passed by the Senate 
(92 Congressional Record 6578). It was made the special order of 
business in the House (H. Res. 717; 92 Congressional Record 10037), 
was debated, amended, and passed by the Sean (92 Congressional 
Record 10039-10104). The Senate concurred in the House amend- 
ments (92 Congressional Record 10139-10152). The bill was exam- 
ined and signed (92 Congressional Record 10329, 10411), was pre- 
sented to the President (92 Congressional Record 10412), and was 
approved as Public Law No. 601, 79th Congress (92 Congressional 
Record 10740). 

AMENDMENTS PROPOSED 


No amendments to the act have been enacted, but amendments have 
been proposed in every Congress. 


80th Congress 


H. R. 6807 was introduced by Mr. Dirksen but was not reported 
out of committee (94 Congressional Record 7116). The bill sought to 
amend the act by providing that detailed accounts of contributions 
and expenditures were to be filed only by organizations and that such 
statements need not be filed for any quarter in which the expendi- 
tures by that organization for influencing legislation were less than 50 
percent of the organization’s entire expenditures. Registration was 
limited to individuals. 


81st Congress 


In the 81st Congress a strenuous attempt was made to create a Joint 
Committee on Lobbying Activities (S. Con. Res. 41; H. Con. Res, 62; 
H. J. Res. 196), but the resolutions failed (95 Congressional Record 
13312, 14726; 96 Congressional Record 1281, 11955, 14692, 16594. 
See S. Repts. 559, 895 and House Repts. 612, 617, 586). Subsequently, 
on August 12, 1949, the House, by House Resolution 298, created a 
Select Committee on Lobbying Activities, The debate on this meas- 
ure (95 Congressional Record 11885-11389) pointed out that not only 
investigation of all lobbying activities was sought, but also an investi- 
gation was contemplated of all activities of agencies of the Federal 
Government which intended to influence legislation. The debate high- 
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lighted some of the evasions by registrants under Federal Regulation 
of Lobbying Acts as follows: 

“1. A law firm receives a retainer and each partner shares in pro- 
portion to services he renders in connection with its employment. 

“9. Registrants claim to act as consultants and claim they do not 
come under Public Law 601. 

“3. Registrants fail to state, at time of filing with the Clerk of the 
House, the compensation they are to receive. 

“4. Executives of corporations and companies register. They spend 
most of their time in Washington. However, they claim they are not 
subject to the act. Another class of executives state they are paid as 
executives of the company they represent, and if they do anything 
to influence legislation only a portion of their salaries are shown as 
being expended for their lobbying activities. The question is, How 
much time do they spend as executives and how much time as 
lobbyists ? 

“5. Lobbyists in many cases receive expenses from two or more 
clients for hotel, entertainment, office, etc. They should be made to 
itemize these charges. 

“6. Form A, which covers ‘name of contributor and amount of 
contribution’ should be printed in the Record. Many do not file this 
form. There is no check upon these returns, although the Department 
of J — looks over these reports.” (Congressional Record 11386- 
11387.) 

The House Select Committee on Lobbying Activities held hearings 
from March 27 to July 28, 1950 (which were published in 10 parts), 
and submitted House Reports 3024 (citing Edward A. Rumely), 3025 
(citing Wm. L. Patterson), 3033 (citing Joseph P. Kamp), 3137 
(Expenditures by corporations to influence legislation), 3138 (Gen- 
eral interim report), 3139 (United States Savings and Loan League), 
3197 (Lobby Index, 1946-49), 3234 (Lobby Index of 1950, index of 
organizations and individuals registering and/or filing quarterly 
financial reports under Federal Lobbying Act) , 3238 (Expenditures by 
farm and labor organizations to influence legislation) and 3239 (Re- 
port and recommendations on Federal lobbying act. Report and 
minority views pursuant to H. Res. 298). 

Two bills were introduced in the 81st Congress, were referred to 
committee, but received no further action. H. R. 5784, by Mr. 
Buchanan (95 Congressional Record 10319), entitled “Federal Regu- 
lation of Legislative Representation Act of 1949,” sought to repeal the 
Federal Regulation of Lobbying Act. The new act which this bill 
proposed, would require the registration of all persons who are paid 
over $1,000 a year to influence the action of Congress on any pending 
matter, and of all persons who raise or expend over $5,000 in any 
calendar year for legislative representation in connection with any 
matter pending before Congress. Detailed quarterly reports would 
be required. H.R. 9001, by Mr. Eugene O’Sullivan (96 Congressional 
Record 9523) sought among other things, to prohibit Members of 
Congress from directly or indirectly accepting campaign aid from 
lobbying and propaganda agencies, and to prohibit the franking privi- 
lege of Members of Congress from being used by lobbyists either 
gratuitously or for pay. 
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82d Congress 


S. 1961, introduced by Mr. Humphrey (97 Congressional Record 
9468, 9502) and H. R. 5075, introduced by Mr. Reed, of New York 
(97 Congressional Record 9574) sought to amend the Federal Regu- 
lation of . Lobbying Act so as to amie for the accounting and report- 
ing of contributions of $50 or more. The bills were referred to 
committee and received no further action. 


83d Congress 


H. R. 6513, introduced by Mr. Oakman (99 Congressional Record 
9852, A4931), entitled “Lobbying Activities Registration Act” re- 
quired that persons in specifie categories file with the Civil Aeronau- 
tics Board, the Federal Communications Commission, the Federal 
Power Commission, and the Interstate Commerce Commission, a com- 
plete disclosure of "expenditures made to influence legislation. The 
categories specified are: common carrier, railroad, motor carrier, air 
carrier, water carrier, freight forwarder, public utility, etc. 

H. R. 6915, introduced by Mr. Pillion (100 Congressional Record 
20) sought to amend the Federal Regulation of Lobbying Act so as to 
require ‘the registration of certain State, Territorial, and local agencies 
which engage in lobbying activities. 

S. 8775 (100 Congressional Record 10882), the Federal Lobbying 
Registration Act, and S. 3784 (100 Congressional Record 11151), 
which contains in its section 4, a Federal Lobbying Registration Act 
identical with S. 3775, were introduced by Mr. Kennedy after the 
Supreme Court had upheld the constitutionality of the present Lobby- 
ing Act in United States v. Harriss (June 7, 1954, 347 US. 612). The 
Federal Lobbying Registration Act was intended to meet the objec- 
tions raised by the opinion of the Supreme Court. Mr. Kennedy 
pointed out that certain provisions were improvements over the pres- 
ent law: 

Enforcement.—A copy of all registration and reporting documents 
would go to the Attorney General, who is charged with the respon- 
sibility ‘for the enforcement of the act. More precise terms were used ; 
such definitions as “legislative agent” were expanded; terms of the act 
were extended to make certain that the act would not be evaded by 
those at whom it is aimed. 

Constitutionality—Items of dubious constitutionality were elim- 
inated or rewritten. The coverage of “indirect lobbying” was omitted. 
Radio and television stations were added to newspapers and regularly 
published periodicals, under the exemption clause. 

Contingent fees.—The bills prohibited contingent fee lobbying con- 
tracts, whereby the compensation of lobbying is dependent upon their 
success in securing the passage or defeat of particular measures. 

Draftsmanship of the bills—The bills attempted to meet criticisms 
of the language of the present law by rewriting it in what was termed 
as “clear, more comprehensive, more consistent, , better integrated, more 
practical and more up-to-date” terminology. 


These bills were referred to committee but received no further 
action. 


84th Congress 


S. 2308, introduced by Mr. Kennedy (101 Daily Congressional 
Record 7812) is identical with S. 3784 of the 83d Congress. and con- 
926983—57——_18 
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tains the Federal Lobbying Registration Act as digested above. It 
was referred to the Committee on Government Operations; received no 


further action. 
PUBLICATION OF REPORTS 


The information which is filed with the Clerk of the House and 
the Secretary of the Senate is compiled and published in the Congres- 
sional Record in accordance with section 308 (b) of the act (60 Stat. 
842; 2 U.S. C. 267). These reports appear at intervals and are en- 
titled. “Regulation of Lobbying Act * * * Quarterly Reports.” ? 


1For a chart listing the volume, page, and date published as to each of these compila- 


tions, see p. 181 of this appendix. 














A REPORT ON THE OPERATION OF TITLE III OF THE 
LEGISLATIVE REORGANIZATION ACT OF 1946 


(By George B. Galloway, Legislative Reference Service, Library of 
Congress, September 1956)?” 


I. LEGISLATIVE HISTORY OF THE FEDERAL LOBBYING ACT 


The Lobbying Act was enacted as title III of the Legislative Re- 
organization Act of 1946, which was reported to Congress by the Joint 
Committee on the Organization of Congress. The Senate and House 
reports accompanying the bill were identical with respect to title ITI. 
Both declared that the Lobbying Act applies “chiefly to three distinct 
classes of so-called lobbyists: 

“First : Those who do not visit the Capitol but initiate propaganda 
from all over the country, in the form of letters and telegrams, many 
of which have been based entirely upon misinformation as to facts. 
This class of persons and organizations will be required, under the title, 
not to cease or curtail their activities in any respect, but merely to dis- 
close the sources of their collections and methods in which they are 
disbursed. 

“Second: The second class of lobbyists are those who are employed 
to come to the Capitol under the false impression that they exert some 
powerful influence over Members of Congress. These individuals 
spend their time in Washington presumably exerting some mysterious 
influence with respect to the legislation in which their employers are 
interested, but carefully conceal from Members of Congress whom 
they happen to contact the purpose of their presence. The title in no 
wise prohibits or curtails their activities. It merely requires that they 
shall register and disclose the sources and purposes of their employ- 
ment and the amount of their compensation. 

“Third : There is a third class of entirely honest and respectable rep- 
resentatives of business, professional, and philanthropic organizations 
who come to Washington openly and frankly to express their views 
for or against legislation, many of whom serve a useful and perfectly 
legitimate purpose in expressing the views and interpretations of their 
employers with respect to legislation which concerns them. They will 
likewise be required to register and state their compensation and the 
sources of their employment” (S. Rept. 1400, 79th Cong., 2d sess., p. 27; 
committee print of House Report on Legislative Reorganization 
Act of 1946, 79th Cong., 2d sess., pp. 32-33). See also the state- 
ment in the Senate by Senator La Follette, who was chairman of the 
joint committee, at 92 Congressional Record, pages 6367-6368. 


2Author of “The Legislative Process in Congress,’’ Thomas Y. Crowell Company, New 
York, 1953. 
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Both the Senate and House reports accompanying the bill state that 
the act “* * * does not apply to organizations formed for other pur- 
poses whose efforts to influence legislation are merely incidental to the 
purposes for which formed” (S. Rept. 1400, 79th Cong., 2d sess., 
p. 27; committee print of H. Rept. on Legislative Reorganization Act 
of 1946, 79th Cong., 2d sess., p. 32). In the Senate discussion pre- 
ceding enactment, Senator Hawkes asked Senator La Follette, chair- 
man of the joint committee in charge of the bill, for an explanation 
of the “principal purpose” requirement. In particular, Senator 
Hawkes sought assurance that multipurposed organizations like the 
United States Chamber of Commerce would not be subject to the act. 
Senator La Follette refused to give such assurance, stating: “So far 
as any organizations or individuals are concerned, I will say to the 
Senator from New Jersey, it will depend on the type and character of 
activity which they undertake, * * * I cannot tell the Senator 
whether they will come under the act. It will depend on the type of 
activity in which they engage, so far as legislation is concerned. * * * 
It (the act) affects all individuals and organizations alike if they en- 
gage in a covered activity.” [Italics added.] (92 Congressional 
Record, 10151-10152.) See also Representative Dirksen’s remarks in 
the House (92 Congressional Record, p. 10088). 


II, THE EXTENT OF LOBBYING 


The Federal Regulation of Lobbying Act provides in section 308 
(a) that “any person who shall engage himself for pay or for any 
consideration for the purpose of attempting to influence the passage 
or defeat of any legislation by the Congress of the United States shall, 
before doing anything in furtherance of such object, register with the 
Clerk of the House of Representatives and the Secretary of the 
Senate. * * *” Section 308 (b) provides that all information re- 

uired to be filed with the Clerk of the House and Secretary of the 

enate shall be compiled by them, acting jointly, and shall be printed 
in the Congressional Record. Their quarterly report of the registra- 
tions have been published in the Congressional Record for 10 years, 
beginning with the issue of January 3, 1947. A weekly listing of lobby 
registrations is presented by Congressional Quarterly News Features 
in the section on “Pressures on Congress” of its Weekly Report, and 
summary tabulations in its annual Almanac. 

From the effective date of the lobby law down through July 30, 
1956, 4,382 persons and organizations registered as lobbyists. Ex- 
clusive of duplications, total registrations over this period down 
through July 27, 1956, were 3,273. Of this total, 2,794 registrants 
were individuals, 147 were law and public-relations firms, and 332 
were classified as organizations. 

1947 was the peak year when there were 731 registrations. 1952 
marked the lowest record when only 204 lobbyists registered. These 
figures represent many duplications of individuals and groups who 
have registered more than once over the decade. The annual figures, 
as compiled by Congressional Quarterly, are as follows: 
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Lobby registrations 


Year Number 
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DO ai a Sats east pl nv ind gic en ewan 2 statlien ss tints ta calebts es lapiaiesacab appa asaeen aa 204 
OB i ie ei idk ds ilniebibdi ie eke ROE oe TSS 
DIE acne cists stance silasiesicieitntchiey eo nsaeiitliln Cael plans enpiah ipesaibaclandslis desk hile icint haleceee aan el 413 
SERED: xskenintsnchp-sineerip oversnmpreienssoianseaiibieil aceasta anata Nac linia 383 
WOOO CURFOURT ZULF DO) bsnceesenenistestcinntanssts a encainnacienienaiecaiaeesiodanasaaaaee 315 

TOY aan. sh kiceicsnts snp haltindin ils thc teseoiin pA eb baa geld Gama ani eae 4, 382 


An analysis of registrations during the 80th Congress, the first full 
Congress during which the lobby law was in operation, was made 
by the Legislative Reference Service.’ This analysis classified the 
registr ations by type of organization, Of the 25 types of organization, 
it was found that 667 registered during 1947, and 725 during 1948, 
compared with more than 1 800 organizations that maintained Wash- 
ington offices at that time. 


Registrations during 80th Congress, classified by type of organization 











Number actually 
Total registering 
Type of organization number of 
organizations | 
1947 1948 

BING, wiqangocgueusspepesipeguaninmnnaneewael 51 31 26 
erensS GOHIENSD.. «cn accteucuctubbdiotapsddcctdedéadekdsbes 78 29 39 
Citizen organizations: 

C7ENEE SEE BUNIEIOELS. sncccccqrecucaandbsawadenbdotiakeentuan 115 53 57 

Economic...... 38 9 7 
Education___.. 34 7 10 
Financial... . 49 24 22 
Food and bever 96 44 48 
Health ail 28 3 6 
International. ..... 58 10 14 
Labor: 

Government Gla yes. san oo scstidsscsisucsrcepssscnsuee 30 21 18 

| | ee te Teeeiedepeinae 104 54 49 
Lumber and forest products. . 30 10 7 
i ence eth netic 113 8 14 
Gs ls, Gee GINO THOUROEN. oon ccdccdctnieconcebcasensetanes 107 46 57 
Power and communications.................-.........--.-.--- 41 22 23 
EE HE CE os on ncakntedcapadinnanividetehinkwninionins 34 6 8 
PON, 8 oh, edd de dvd dithinddaseiichidntdhodochhbhe dian 117 14 12 
Real estate: Building and construction. -...............--..-.- 45 14 12 
PRMD Ss cadsdodided. cued babnoccsssahducunasdsdacakagkbhe ds 42 10 10 
NG DD. dS, hod. dg cee ocpeeaatdencsouampadile 42 23 30 
i. wan denenanmenebebunadannes 34 15 12 
Trace erouns; Diisssliansous *... .. 55 << iccadcnaddtddedcncthansoa 129 56 61 
Transportation: 

PENS a duvicbuchkgchitanddbbscocdsvondbstbndanddabeeubahabets 17 5 10 

SERENE hcl cc > aenpededeet= qaeetecresanmenemians 34 8 14 

Pe tnit ud unbocaickedth apwbtinbnenbidedarattetebanathikes 96 60 57 

Wa dah onatbahictbhiabbabincbidsbbbbiadeeebbdeddlbibus 30 12 20 
ES SINE IEE Ts, oo 3 ce rcnccdh epacguditbipwsedioxhebeuawnnt 53 21 22 
has 8 Se IT Ei... elasebbtndbaciadbdbabbhoeet 28 16 15 
NE 8 RS. fo cnnidotnithbiatakibeubintecubuntein 30 14 13 
PI atten eek. ig cotieucntsadescssassuieeet na 107 22 31 

insti enhbtiindhaaveanieewennctmmeatelamicimineus 1, 807 667 725 


1 These are specialized groups, as contrasted with general overall groups included in ‘‘Business: General.’’ 


i ey individuals, operating alone, and probably in most cases not required to register under the terms 
of the law. 


® Administration of the Lobby Registration Provision of the Legislative Reoqapneaen 
Act of 1946: An Analysis of Experience During the Bightieth Congress, by W. Brooke 
Graves. Washington, U. 8S. Government Printing Office, 1950. ‘There is ia inexplicable 
discrepancy between the Congressional Quarterly and Legislative Reference Service totals 
for 1947 and 1948. 
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Of the 315 additions to the lobby lists during the second session 
of the 84th Congress, 191 were new registrants w vho had not filed be- 
fore. Of the 191, 131 were individuals, 19 were law and public rela- 
tions firms, and 41 were organizations. 

Congressional Quarterly “breaks down its compilation of lobby reg- 
istrations into eight group categories: business, farm, labor, profes- 
sional, veterans and military, citizen groups, foreign groups, and 
individuals. Accor ding to this classification the 329 persons and or- 
ganizations that registered under the lobby law during the first session 
of the 84th Congress, through August 2, 1955, represented the follow- 
ing groups: 

Registrations during 1955, classified by groups 


enema SS ie 9) Eo ht a ee cn ee ee eet ok ee wadlinatt 199 
a a a ee Le tae tle eee’ 19 
a a i a i eg 20 
Neen nn oatmeal eteadsaioccpnahtnmedenie 5 
PMN od oot Fa a ane Sc lanetebbes tc ciples im abpsen nich mntemswnenacteng 5 
em a 0 oi oe Se a 27 
a i al A a a i re lh hlieas rela 11 
a a a ele ta dase acct id eth adr Saleniiatiensebgusaiateiiinnn iis 43 

re erent See oe psc micinsmaibiadss digeer uataun ucinees tninsaaneeabion ae 329 


These figures show that 60 percent of the registrants during 1955 
were lobbyists for business groups. 

No exact conclusions can be reached as to the actual number of lob- 
byists and lobbying organizations. Probably there are many more 
lobbyists than the registration lists reveal. As the Buchanan commit- 
tee remarked, “filings under the Lobbying Act grossly understate the 
number and expenditures of pressure organizations, so too do indi- 
vidual registrations fail to reveal the actual number of persons actively 
engaged in seeking to influence the governmental process.” (General 
interim report, p. 8). 

Ill. THE COST OF LOBBYING 


In accordance with the Federal Regulation of Lobbying Act of 
1946, all groups whose principal purpose is to influence legislation are 
required ‘to register and file quarterly reports of their receipts and 
expenditures with the Clerk of the House of Representatives. Anal- 
ysis of these quarterly reports for the first 4 years of the act’s opera- 
tion showed a grand total of $71.8 million in contributions and $34 
million in reported expenditures. (Final report of the Buchanan 
committee, p. 45, exhibit 8). In response to a Buchanan committee 
questionnaire, 173 large corporations reported that they had spent 
$32.1 million over a 314-year period for lobbying activities. (Ex- 
penditures by Corporations To Influence Legislation, House Rept. 
3137, 81st Cong., 9d sess.). “These figures,” remarked Chairman 
Buchanan, “reflect a significant picture of tremendous amounts of 
time and money being expended by pressure groups and pressure in- 
terests throughout the country in seeking to influence actions by Con- 
gress.” Many groups submit only fragmentary reports of their ex- 
penditures and many others do not report at all. “If the full truth 
were ever known,” said the committee in its general interim report, 
“this committee has little doubt that lobbyi ing, in all its ramifications, 
would prove to be a billion-dollar industry. 
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In its catalog of costs the Buchanan committee included “the costs 
of letter and telegram campaigns; the thousands of pages of institu- 
tional advertising; the purchase and distribution of millions of highly 
charged books and pamphlets on public issues; the salaries of execu- 
tives, lawyers, and publicists; the operating budgets of all the thou- 
sands of organizations throughout the Nation whose central purpose 
is to influence what Government does * * *.” An added economic 
cost of lobbying is money spent by political interest groups in the 
form of campaign contributions to the major political parties, as well 
as in the form of grassroots propaganda. 

Money for lobbying is raised or derived from membership dues, 
special assessments for particular legislative programs, and large con- 
tributions. The latter source has been especially relied upon to 
finance the circulation of literature bearing on public issues. For 
example, the Committee for Constitutional Government accepts con- 
tributions of $490 or less for the distribution of books and pamphlets. 
Over a 7-year period this committee distributed 82 million booklets 
and other items of literature designed to influence legislation, much of 
it under congressional franks. (See general interim report of the 
Buchanan committee, pp. 9-23). 

The lobby-spending picture varies from year to year and from 
group to group, depending on the issues at stake. An analysis of 
spending by categories shows that business accounts for by far the 
largest amount spent. For example, a Congressional Quarterly com- 
pilation of the financial reports of 225 organizations in 1954 showed 
the following expenditure breakdown: 








1 
Type of group Reporting Amount 
spent 
Kontera - —— ne eeneesnntsrestonmanftieeionlsshesahentesipes 
| 
DID 2 cicdauncwdcctpavdcwsstunuedbataawslaeibot ampimmpeamhnaneeismmanae j 132 | $2, 289, 538.71 
COE Skid ie c ase csctast ewes sucaonwe tT Cage seMmaeemdesewbsbedbateubabedacr 21 656, 149. 09 
SIND... 12. 6a «nan ctdannnancdavesioninahatnanniniasmndeds teas ae } 38 615, 582. 61 
Farm dod cn cedecccccowcccecesceuccessggdeeteninpaliedenmaleiieel } 14 411, 629. 27 
PROUEIDL. ow co csdccccdercccnuddbancéagh sncas Ge ansabeuaunianiena sal 15 195, 437. 46 
Military dad! veterans... no. ccccencowecccccwesweeswseussuscowrevesdeedbsceees 5 | 117, 821. 09 
OCR bo cccnpsnnsecesdcvdcenesscccdghh beens nteaen 225 | 4, 286, 158. 23 





Source: Congressional Quarterly Almanac, 1955, p. 679. 


Total lobby spending over the past decade has been computed by 
Congressional Quarterly on an annual basis as follows: * 


Year Amount Year Amount 
TE Ait Dine ncesinisdtaeccneaibendetits $6, 201; GUS | TOUS. La dab cic cctee! 4, 445, 841 
RT Digi Ici eaiechiciacieasemacalenile 6, 768; 400: 1 10G62 oa Sa cee A 4, 286, 15 
BENE be bait, distidncceecbtadubntnciencedsll 7, 000, T1OTIOGEL seu oe ee 4, 365, 843 
SIS a ind Bits diisestrvneniicncidiimre edad 10, 306, 206) 10GG sie OU ed 3, 787, 734 
RS SS ee ee 8, 771, 097 ee 
SIL, ctiathliain: acai nhteteianieasteetiecinitell 4, 823, 981 Pe Ui 60, 708, 904 


It will be seen from the above table that 1950 was the peak year, 
and that the 1956 figure was the lowest since the passage of the lobby 
law. The apparent downward trend of recent years is attributed to 
changes in methods of reporting lobby expenditures since the Su- 
preme Court decision in the Harriss case narrowed the legal definition 


* Source: Congressional Quarterly Weekly Report, vol. XV, No. 10, March 8, 1957, p. 309. 
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of lobbying. It seems safe to say that the amounts actually spent by 
all individuals and organizations seeking to influence legislation are 
considerably in excess of the reported totals. Uncertainty concerning 
the coverage provisions of the lobby law has given rise to a wide 
variety of methods of reporting receipts and expenditures, 

The itemized expenditures given in the reports are for public rela- 
tions, wages, salaries, fees, printing, office overhead, telephone and 
telegraph, travel, food, lodging, entertainment, etc. By far the 
largest single item is wages, salaries, fees, etc. 

The number of lobbies spending considerable amounts and the 10 
lobbies which reportedly have spent the most in influencing legis- 
lation since 1950 are as follows: 

In 1951 23 groups reported spending more than $100,000: 


Amount spent, 
Lobby 19513 

1. American Farm Bureau Federation.._.__.__-.--_-.___-_--_-- * $878, 813. 14 
2. Committee for Constitutional Government.__.._-.__________ * 773, 957. 59 
8. American Medical Association._......-._--_---_--__---- 450, 372. 57 
4. National Association of Electric Companies__..___._-____--_ * 434, 325. 91 
5. National Association for Advancement of Colored People -- * 335. 591. 49 
6. Trucking Industry National Defense Committee_._-___._______- 249, 882. 56 
7. Agseociation of American Railroads._.°_._- 4 237, 809. 89 
§. United World Federalists._.....-....._.....-_o.__.__ * 207, 285. 82 
9. The Proprietary Associationsiu i... 22a ee ? 193, 805. 97 
10. National Milk Producers Federation___._....__-________------ 7185, 315. 78 


1 Congressional Quarterly Almanac, vol. VIII, 1952, p. 432. 
2 All purposes, including legislative. 
* Said only “part” of this sum was legislative. 


In 1952 24 groups reported spending more than $50,000: 


Amount apent, 
Lobby 1952 

1. National Association of Electric Companies_..._.._..__.______- 477, 941. 74 
neem Beemtee) ASEOCIRTION .....«-ncccacccnuscnenacensene 3809, 514. 93 
8. Association of American Railroads.__.__...-.......___________.. 235, 977. 74 
4. National Milk Producers Federation........................ 219, 837. 26 
5. National Association of Real Estate Boards__..__....._______ 127, 893. 65 
mre TED DOO ne este dumennaibiiiia 111, 538. 15 
a ee SOONERS SOCUIIOEL, I re rence merreetinerente 106, 464. 66 
8. The American Legion, national headquarters___._._.__.___-_____ 106, 235. 09 
®:-American Pederation of Laborsoiici oss os ee 105, 537. 20 
10. National Federation of Post Office Clerks_.......-...________- 97, 869. 16 


1 Congressional Quarterly Almanac, vol. IC, 1953, p. 579. 


In 1953 20 groups reported spending more than $50,000: 


Amount spent, 
Gg 1 


Lobby 1958 
1. National Association of Electric Companies_.__._.._..________ $547, 789. 32 
2. Association of American Railroads_..................._____ 235, 727. 73 
3. National Milk Producers Federation.___.-.-...-.._____._____ 233, 557. 84 
SG cameecen  DemeTerion OF. TMbOR 5s i 6h hen teiitinetinn 123, 608. 43 
5. National Association of Real Estate Boards______.____________ 22, 368. 46 
ee GS ee ee 116, 477. 90 
7, American Medical Association... 2... 106, 624. 90 
8. Southern States Industrial Council__._._.-.-----_--_---_-_- 105, 106. 65 
9. American Farm Bureau Federation._.....-...-.--__-__-___. 102, 403. 00 
10. Chamber of Commerce, United States_.__.._.....-..---..-_-- ? 90, 988. 05 


1 Congressional Quarterly Almanac, vol. X, 1954, p. 6738. 
2 Amount for 3 quarters only. 
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In 1954 23 lobby groups reported spending more than $50,000: 


Amount spent, 


Lobby 1954? 
1, National Milk Producers Federation.........-.........-__.__ $185, 496. 13 
2. Association of American Rallroads.........c.<co-ccnncunene= 185, 379. 55 
8. National Federation of Post Office Clerks................._-_. 146, 012. 75 
4, American’ Fedération ‘of’ Gater=. ue a ke 125, 996. 16 
5. Congress of Industrial Organizations...c....c..__......_... 120, 119. 09 
6. American Farm Bureau Federation-.........-...-______-- i. 112, 408. 00 
7. National Association of Electric Companies._.__._._-__.._...__-.- 110, 537. 14 
8, Southern. Statés Industrint Council... occinnncncccemueaieie 99, 805. 88 
9. Farmers Educational and Cooperative Union of America_._.--_ 85. 762. 49 
10. National Rural Electric Cooperative Association...__...---__- 83, 325. 92 


1 Congressional Quarterly Almanac, vol. XI, 1955, p. 679. 


In 1955, 26 lobby groups reported spending more than $50,000: 


Amount spent, 


Lobby 19552 
1. National Association of Electric Companies___........--.-._- $114, 835. 55 
2. American . Fedevation .0£ LgpO ins ncismenessetihabimsnbeiet 114, 079. 74 
8. American Farm Bureau Federation_...........-....-...._... 113, 610. 00 
4. Congress of Industrial Organizations_.....-...----_----_-_.- 111, 787. 50 
5. Association of American Railroads.....-......--.._--___-__- 104, 806. 26 
6. Southern States Industrial Council... 1... niin. 100, 244. 64 
7. United States-Cuban Sugar Comme. i. bee eeitonenees 99, 275. 70 
8. National Association of Real Estate Boards__..._._._...._______ ? 93, 801. 89 
0: ‘'Ameticanh’ Themlois 2 a, seal atic tacie maaan eae 91, 794. 18 
10. National Federation of Post Office Clerks._..-...-......_..___ 90, 551. 68 


1 Congressional Quarterly Weekly Report, vol. XIV, No. 6, Feb. 10, 1956, p. 137. 
23 quarters’ spending only. 


In 1956, 18 lobby groups reported spending more than $50,000: 


Amount spent, 


Lobby 19564 
Teen err ae eae $145, 181. 91 
2. Association of American Railroads_........--.----_-.------- 124, 585. 00 
8. American Farm Bureau Federation__.---.----------------.-- 115, 507. 00 
4. Southern States Industrial Council_....._.........-....-.-.. 104, 104. 85 
5. National Farmers Union, Farmers Educational and Cooperative 

Uniol ‘of’ Aner ieee ee ee rer id a nlesabeklaiileaia tates cng aadeead 86, 212. 94 
6. American Trucking Associations, Ince._.-...----------------- 85, 918. 47 
7. National Federation of Post Office Clerks..._.......--.----+-.. 85, 849. 63 
S: @.. & Savenes. anc: Loan Leseuis. ...cuscessbiteescetubeiiakomieian 76, 122.11 
0. Nationdl Housing Conference Ut oe eae 68, 268. 04 

16, American TGeeien 2625001 Le Le a nee ? 64, 703. 56 


1 Congressional Quarterly Weekly Report, vol. XV, No. 10, Mar. 8, 1957, p. 311. 
23 quarters’ spending only. 


IV. ALLEGED DEFECTS OF LOBBY LAW 


While the Federal Lobbying Act of 1946 was regarded as a large 
forward step in its field, there is widespread agreement that the act 
suffers from defective draftsmanship and has given rise to many in- 
terpretive difficulties. Illustrative of these difficulties are the fol- 
lowing: 


1. The question of specific exemptions under section 308. 

2. “De minimis,” i. e., whether the act was intended to apply 
to inconsequential financial situations. 

3. The meaning of the words “principally to aid, or the prin- 
cipal purpose of which person is to aid,” in section 307. 

4. The definition of “legislation” in section 302 (c). 
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(For a lucid discussion of these interpretive difficulties, see Frank 
C. Newman and Stanley S. Surrey, Legislation: Cases and Mate- 
rials ((1955), pp. 59-68). See also ‘Orval Hansen, The Federal Lob- 
bying Act: A Reconsideration, 21 George Washington Law Review 

595-97.) 

Writers in the law reviews and learned journals assert that the 
lobby law has disclosed certain weaknesses in its operation. Accord- 
ing to the critics of the act, experience under it indicates that it is 
defective as to— 

1. Coverage. 

2. Information required. 
3. Publicity given. 

4, Administration. 

5. Enforcement. 


As to coverage, it is alleged (a) that use of the words “principal” 
and “principally” in section 307 is subject to various interpretations 
and has restricted the persons to whom the act applies; and (b) that 


1 the act does not require the registration of lobbying before Federal 
: executive departments and agencies, whose administrative decisions 
i and interpretations may have wide repercussions. 

As to information required, the act fails to require (what the La- 
Follette-Monroney Committee recommended) that registration state- 
r= ments include information as to the size of groups that lobbyists claim 


to represent, how the membership decides its lobbying policy, and by 
what right the lobbyist speaks for the groups. 

As to publicity, critics say that inadequate publicity is given by 
the act to pressure group activities; that quarterly publication of 
certain information in the Congressional Record is too limited; and 
that financial statements, containing most important information, 
are not even given the limited circulation of the Record. 

As to administration, it is said that the registration statements 
are filed upon receipt but are not analyzed. Neither the Clerk of the 
House nor the Secretary of the Senate has the administrative facilities 
to analyze relevant information submitted under the lobby law, make 
pertinent abstracts from it, adopt an efficient classification and index- 
ing system, or tabulate and summarize the information filed by 
registrants. 

As to enforcement, the act makes no provision for a special enforce- 
ment agency to investigate the accuracy of the statements filed and 
the compliance of those to whom the act applies. The Department of 
Justice, which enforces the criminal provisions, is in a different branch 
of the Government and its facilities for investigation are already over- 
taxed. And no appropriation is made specificaily for enforcement 
of the act. 
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V. PROPOSED CHANGES IN LOBBY LAW 


The LaFollette-Monroney Committee was led by testimony it heard, 
as well as by its own independent studies, to believe that ‘the regis- 
tration of the representatives of organized groups would “en: able 
Congress better to evaluate and determine evidence, data, or com- 
munications from organized groups seeking to influence legislative 
action” and thus avoid the distortion of public opinion. The joint 








POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 197 


committee believed that inclusion of a lobby title in the Legislative 
Reorganization Act would strengthen the Congress by “enabling it 
better to meet its responsibilities under the Constitution.” To turn 
the spotlight of publicity on lobbying activities and expenditures 
would be a big step forward, they felt. After the lobby law had been 
in operation for a few years, it was hoped that experience would re- 
veal any defects which could be corrected by seeking and strength- 
ening the act. (Compare testimony by George B. Galloway before 
the House Select Committee on Lobbying Activities, March 28, 1950, 
pt. I, pp. ere 

How should the lobby law be amended so as to correct the weak- 
nesses revealed by its operation? A variety of answers has been 
given to this question in the discussions of the past decade. 

As to coverage, it has been suggested that the act be amended: 

(a) By eliminating the words “principally to aid, or the principal 
purpose of which person is to aid” in section 307. If the object of the 
act is to publicize efforts to influence legislation, it is argued, then 
all substantial efforts should be publicized, regardless of whether 
they are the “principal” activity of an individual or an organization 
or the “principal” purpose of contributions. 

(6) By including all organizations which spend more than a 
specified sum—say $1,000—to influence legislation. Smaller expendi- 
tures, it is argued, do not justify the effort of reporting or of enforc- 
ing the act. The law is not concerned with trifles. 

(c) By including within the law all those subject to the narrow 
provisions of the Corrupt Practices Act, instead of exempting them 
as the present act does (sec. 311). 

(7d) By making the act broad enough to cover all organizations 
which mold public opinion in any way, directly or indirectly, and 
by giving the enforcement agency authority to exempt those which it 
finds to be outside the pressure group category, e. g., genuine educa- 
tional societies. This would extend the coverage of the act to in- 
clude “lobbying at the grassroots” by local branches of national 
organizations which seek to influence legislation indirectly. 

(e) By requiring the registration of all persons who lobby before 
executive departments and agencies. Most observers are agreed that 
efforts to ineiién administrative policies and decisions should be in- 
cluded in the coverage of the Lobby Act. This requirement might 
help to restrain the activities of the “5-percenters” and others who 
have been the subject of congressional investigations. 

As to information required, it has been suggested that the act be 
amended : 

(a) By requiring registration statements to include data on the 
bona fide membership of an organization and the methods of deter- 
mining its stand on legislation. Such a requirement would enable 
Congress and the public to judge the character of a group and would 
help to expose “fake lobbies.” 

As to publicity, it has been suggested that the act be amended: 

(a) By making it absolutely clear that the public and press may 
inspect all lobby registrations and reports at any time within 3 days 
after they are filed; that inspection of such documents means. they 
can be studied, and copied, in part or in full, and that the informa- 
tion obtained may be published as desired. 
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(b) By providing for the quickest and widest possible circulation 
in a simplified and intelligible form of the information revealed on 
registration statements and financial reports, including distribution 
to press and radio services. Information compiled from reports of 
expenditures, now published quarterly in the Congressional Record, 
often comes too late to spotlight attempts to sway Congress on pend- 
ing legislation. If registrations could be publicized at weekly or 
monthly intervals, as is the practice in some States, the identity, 
backing, and objectives of lobbyists could be known soon after their 
activities begin. 

As to administration and enforcement, it has been suggested that 
the act be amended : 

(a) By establishing a special enforcement agency in the Depart- 
ment of Justice with power to suspend or revoke lobbyists’ certificates 
of registration, to hold hearings on complaints, to investigate the 
accuracy of statements filed and report violations of the law, to exam- 
ine periodically the administration of the law, and to recommend 
revisions. Alternatively, the administration of the act could be 
entrusted to an independent agency in the legislative branch of the 
Government, modeled on the General Accounting Office. 

(6) By creating a standing joint congressional committee to super- 
vise the work of this enforcement agency. 


Senate Expenditures Committee testimony 


Most of these recommendations for clarifying and strengthening the 
Federal Lobbying Act were endorsed by witnesses who appeared and 
testified on the subject before the Senate Committee on Expenditures 
in the Executive Departments at hearings it held in June 1951 on the 
organization and operation of Congress. There follows a list of the 
suggestions made at these hearings, indicating the names of the wit- 
nesses who made them: 

1. Clarify scope of application of lobby law: Frazier. 

2. Delete the words “principal” and “principally” in section 307 
of title III: Zeller. 

3. Require lobbyists before executive agencies to register and 
report: Lane, Zeller. 

4. Require groups engaged in “indirect lobbying” to register 
and report: Lane, Zeller. 

5. Authorize withdrawal of registrations of persons who have 
stopped lobbying: Lane, Frazier. 

6. Extend exemption granted under section 308 of the lobby 
law to include radio, television, and facsimile: Lane, Zeller. 

7. Exempt organizations receiving and spending less than 
$1,000 a year, directly or indirectly, from lobby law: Lane, Zeller. 

8. Amend section 305 to require reporting of contributions of 
$100 or more: Lane. 

9. Require lobbyists to give names and addresses of contributors 
of $500 or more: Zeller. 

10. Require lobbyists to report campaign contributions: Ben- 
ton. 

11. Amend the lobby law to require an allocation of payments 
into lobbying and nonlobbying categories : Lane. 
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12. Require a statement of total expenditures of organizations 
engaged in influencing legislation, broken down into broad cate- 
gories, with legislative expenditures itemized; Zeller. 

13. Haguire quarterly listing of name and address of each re- 
cipient of an expenditure of $50 or more (sec, 305, a4) : Zeller. 

14. Prohibit payment of contingent fees to lobbyists: Lane, 
Zeller, Buchanan committee, 

15. Require lobbying organizations to file statement of their 
bona fide total membership : Zeller. 

16. Require lobbying organizations to state how their legisla- 
tive policy was determined and to indicate the responsibility of 
their agents: Zeller. 

17. Deny the privilege of the floor to ex-Members who are en- 
gaged in lobbying: Lane, Loeb. 

18. Create a Joint Committee on the Legislative Process to 
supervise administration of the lobby law and the Corrupt Prac- 
tices Act: Lane, Zeller, Buchanan committee. 

19, File lobby statements in triplicate with Department of Jus- 
tice, Clerk of House, and supervisory committee: Zeller. 

20. Require registrations and reports under lobby law to be 
filed either with Clerk of House or pecealars of Senate, not with 
both: Frazier. 

21. Simplify the information published quarterly in the Con- 
gressional Record under the lobby law, and use one form for 
filing: Frazier. 

22. Do not require notarized oath on registration forms under 
lobby law: Frazier. 

VI. SUMMARY 


Although there had been several previous attempts to regulate lob- 
bying by Federal law, the Federal Lobbying Act of 1946 was the first 
measure of its kind to be enacted. It was adopted as title III of the 
Legislative Reorganization Act of that year. Not the immediate re- 
sult of a congressional investigation of lobbying activities, it followed 
a recommendation in the final report of the LaFollette-Monroney 
committee. It was only briefly debated and not amended on the floor, 
but its passage represented congressional recognition of a longstand- 
ing need for legislation on the subject. 

Jespite incomplete data the registration statements and financial 
reports filed under the lobby law reveal that lobbying in recent years 
has become more extensive and expensive than at any other time in 
our history. Issues of price control, public housing, and rent control, 
labor regulation, natural-gas regulation, and many others have been 
the subjects of intensive pressure campaigns in the past decade. As 
of July 30, 1956, a total of 4,382 persons and groups had registered 
under the lobby law; their reports showed that they had spent al- 
most $60 million since the law’s enactment. However, many groups 
have submitted only fragmentary reports, and many others have not 
reported at all, taking the position that they are exempted by the 
“principal purpose” clause of the act, or that their agent’s registration 
relieved them of the responsibility of reporting. 

Many types of pressure, both direct and indirect, are brought to bear 
upon the legislative and executive branches of the National Govern- 


a 
. eere #e 





f 
es 
: 






Fi Atte m - : ee a 
Te Prey ~ a3 ‘AP aw 


. 
2 


eo 
i> 


UPR CITY 


ff 


| ease: 


200 POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 


ment in an effort to influence governmental decisions. They include 
both direct communication with Congress and executive depart- 
ments and “lobbying at the grassroots” with a view to influencing 
ee opinion and through it legislative and administrative action, 

he modern techniques of interest groups in the legislative process 
include direct contact with legislators, avalanches of letters and tele- 
grams, group alliances and logrolling, the use of committees and com- 
mittee hearings, congressional investigations, pamphleteering, edi- 
torial advertising, etc. 

The constitutionality of the lobby law has been challenged in the 
courts, but in the latest of a series of court decisions, on June 7, 1954, the 
United States Supreme Court, by a 5-to-3 vote, upheld the key registra- 
tion and coverage provisions of the Lobbying Act. This decision came 
in the case of the U/nited States v. Harriss (347 U.S. 612), in which the 
controversial penalty provisions of the act were not at issue. 

While the 1946 lobby law was regarded as a step in the right direc- 
tion, its vague and ambiguous language has given rise to many inter- 
pretive difficulties stressed in the court decisions. The defects in the 
act have in turn stimulated many proposed changes to meet the stand- 
ards for a criminal statute. The basic aim of the act is to publicize 
lobbying activities so that Congress can identify these pressures and 
be guided thereby in making its decisions. But the act has failed to 
achieve this basic purpose because the information reported by lobby- 
ists is not analyzed and evaluated in a systematic manner so that it 
can be effectively utilized. The general consensus seems to be that 
Congress should amend or replace the present act with a workable law 
administered by an independent agency and effectively enforced by 
the Department of Justice. 











DIGEST OF EARLIER COMMITTEE RECOMMENDATIONS 
FROM PUBLISHED CONGRESSIONAL REPORTS RELA- 
TIVE TO THE SUBJECT OF LOBBYING, 1911-56 


(Prepared by Doris S. Whitney, Legislative Reference Service, 
Library of Congress, January 31, 1957) 


62p Coneress, 1911-13 


H. R. 22912, House Report, 543, April 12, 1912 

Section 1 of the proposed legislation was designed to correct what 
the Committee on the District of Columbia stated to be a serious abuse, 
namely, professional lobbying under disguise, and would prevent 
anyone from lobbying for hire without disclosing that fact. The 
committee felt that Congressmen have a right to know in what ca- 
pacity one appears before them. 

Section 2 of the H. R. 22912 was intended to abate two things: 
First, the raising of large sums of money by civil service employees 
for the purpose of lobbying. Second, the preventing of professional 
lobbyists taking advantage of such employees to extort money or 
promise of money from them under the hope of securing desired 
legislation. 

The committee reported the bill back to the House with amendment 
which covered the following: “By a fine of not more than $500, or 
imprisonment not exceeding 6 months, or both, at the discretion of the 
court having jurisdiction thereof.” 


63p Concress, 1913-15 


House Resolution 198, House Report 33, July 5, 1913 

The Committee on Rules reported a substitute which recommended 
that the Speaker appoint a select committee of seven Members of the 
House to investigate the existence of a lobby in the House of Repre- 
sentatives. The substitute specifically mentioned inquiry into the 
activities of the National Association of Manufacturers and raised 
the question whether improper influence had been exerted by the 
association, or any agent thereof, to accomplish the defeat for nomina- 
tion or election of any candidate for the House of Representatives; 
also whether Members of Congress had been employed by said associa- 
tion for the accomplishment of any improper purpose. 

The substitute resolution also directed the select committee to in- 
quire whether improper influence had been exerted by the NAM or 
any other association, corporation, or person to secure appointment 
or selection of the committees of the House. It was specified tliat 
determination should be made whether any lobby was in existence for 
the purpose of influencing legislation by Congress. 
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House Resolution 198, House Report No. 113, December 9, 1913 


The report stated that the select committee, in taking testimony and 
for the purpose of the report, treated the word “lobby” as used in 
the resolution as having the broad meaning of a person or body of 
persons seeking to influence legislation by Congress in any manner 
whatsoever. 

Under the above definition, the committee found that the National 
Association of Manufacturers, the National Council for Industrial 
Defense, the National Tariff Commission Association, the American 
Federation of Labor, local associations of liquor dealers, and the local 
Joan sharks and pawnbrokers had maintained lobbies for the purpose 
of influencing legislation by Congress. 

The committee was of the opinion that any individual or any asso- 
ciation of individuals interested in legislation pending in Congress 
had the unquestionable right to appear in person or through agents 
or attorneys before committees and present his or its views upon and 
arguments in behalf of or against such legislation. But the com- 
mittee objected to “insidious means or methods * * *.” 

The committee believed the lobby of the NAM and the NCID was 
guilty of improperly preventing and seeking to prevent certain legis- 
lation before Congress. James A. Emery, of the NCID, and Martin 
M. Mulhall, of the NAM, were asked to reform their methods, as they 
deserved censure. 

The report stated there was no evidence presented to the committee 
which would indicate that improper influence was effected by the lobby 
of the National Tariff Commission Association. 

Committee opinion indicated that it was well known the A. F. of L. 
“is actively and earnestly engaged in political and legislative effort 
and has been for many years.” But the committee found nothing to 
indicate any illegitimate activities. 

It was indicated there was no evidence that the lobbies of the liquor 
dealers, the loan sharks, and the pawnbrokers of the District of Colum- 
bia affected or prevented legislation improperly or otherwise. 

The activities of a number of Members of Congress were investi- 
gated by the committee under the authority of House Resolution 198. 
One Member of the House, namely, Representative James T. McDer- 
mott, of Illinois, was found “guilty of acts of grave impropriety, 
unbecoming the dignity of his position.” 

Five members of the select committee signed the committee report 
which is briefed above. 

Representative William J. MacDonald submitted and signed the 
following recommendations: 

First, if Congress were to profit by the lessons of the investiga- 
tion, the cumbersome operations of the House itself must be simplified. 

_To reduce the membership of the House, “if necessary to efficiency.” 

Simplify the rules so that the object of getting things accomplished 
may not be lost sight of in a highly technical system calculated to offer 
encouragement to filibustering and delay. 

Mr. MacDonald stated the following results should be obtained: 

“Publicity for all committee hearings and committee sessions— 

“a well-ordered system of docketing and conducting the busi- 
ness of committee; 
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“a thorough and complete system of minutes of committee pro- 
ceedings, open to the public; 

“a change in the present custom-made practice of legislation 
by conference committees; 

“abolishing of partisan caucuses and the elimination of the sys- 
tem of party ‘sah a insofar as it hampers the free and inde- 


pendent exercise of the prerogative of the individual members.” 


Second, a system of registration of lobbyists and legislative agents 
so that no person may engage, as a business, in such work here without 
there being a public record of his connection and the source of his 
employment; 

Adequate penalties for the punishment of those who engaged or 
conspired to influence improperly Members of Congress. 

Third, while Committee Member MacDonald did not regard the case 
of Representative McDermott as the most vital thing developed b 
the inquiry, he stated “any refusal to recognize the enormity of stich 
shocking disregard by a Member of his solemn duty and trust cannot 
but tend to weaken the standards unsparingly applied, unless it is 
intended to minimize the offense.” 

Congressman MacDonald further stated that if within the power 
of Congress, proceedings should be taken to cite the responsible offi- 
cials and the agents of the National Association of Manufacturers 
shown to have been engaged in improper lobbying activities and punish 
them for contempt. 


House Resolution 198, House Report 570, April 24, 1914 


The select committee of the House, appointed under House Resolu- 
tion 198, had been authorized by the House to refer its report, find- 
ings, and testimony to the House Committee on the Judiciary, which 
in turn was directed to report to the House at the earliest practicable 
date what action, if any, should be taken by the House committee. 

The Committee on the Judiciary in House Report No. 570, entitled 
“Charges Against House Members and Lobby Activities,” gave a com- 
prehensive review of activities and findings, which iontuded the fol- 
lowing points: 

(1) That it is within the power of the House to punish its Members 
for disorderly behavior and by a two-thirds vote expela Member. In 
the judgment of the committee the power of the House to expel or 
otherwise punish a Member is full and plenary and may be enforced 
by summary proceedings. The report stated that in the consideration 
of the question and in arriving at conclusions, the committee “had 
been dealing with the question merely as one of power,” which should 
not be confused with the question of policy also involved. The re- 
port further stated that this extraordinary prerogative of the House, 
in the judgment of the committee, should be exercised only in extreme 
cases and always with great caution and after due circumspection, 
and should be invoked with great caution where the acts of misconduct 
complained of had become public previous to and were generally 
known at the time of the Member’s election. To exercise such power 
in that instance the House might abuse its high prerogative, and in 
the opinion of the committee might exceed the just limitations of its 
constitutional authority by seeking to substitute its own standards and 
ideals for the standards and ideals of the constituency of the Member 
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which had deliberately chosen him to be their Representative. The 
effect of such a policy would “tend not to preserve but to undermine 
and destroy representative government.” 

(2) That it is within the power of the House to punish for con- 
tempt persons other than Members for offenses against its Members, 
officers, or employees, or for interfering with its proceedings, or for 
offenses affecting the dignity, orderly procedure, or integrity of the 
House. The committee found “no precedent to sustain the contention 
that the House of Representatives has power to punish persons other 
than Members for acts committed during the 62d Congress which 
may have constituted contempt of the authority of the then existing 
House, but which in no way relate to the affairs of the present House 
or its Members,” and, therefore, concluded that grave doubt existed as 
to its authority to do so. 

(3) This section of the report contained a statement of fact con- 
cerning the conduct of James T. McDermott of Illinois, as presented 
by the select committee in its House Report 113. The Committee on 
the Judiciary felt it pertinent to inquire what further action, if any, 
should be taken by the House in reference to the conduct of Repre- 
sentative James T. McDermott, as disclosed in the hearings of the 
select committee. It was stated the committee failed “to find in the 
record that satisfactory character of evidence which in our judgment 
would warrant or justify the expulsion of Representative McDermott. 
At the same time, we do not exonerate him and cannot and have no 
disposition to exculpate him from the imputations and consequences 
resulting from his own improper acts as disclosed by the testimony 
embodied in the hearings.” 

In this connection, adoption of the following resolution by the 
House was recommended : 

“Resolved, That Representative James T. McDermott, while a 
Member of a former Congress, in his associations with M. M. Mulhall, 
a lobbyist of the National Association of Manufacturers, and in ac- 
cepting loans of large sums of money from George D. Horning, a 

awnbroker, and from Hugh F. Harvey, a member of the Retail 
Caieer Dealers’ Association, both then vitally interested in legisla- 
tion pending before such former Congress, was guilty of acts of 
impropriety incompatible with that high sense of honor and decorum 
which should characterize the conduct of a Member of the House, 
and that the House strongly condemns such conduct of the said 
James T. McDermott, and declares that he was thereby guilty of acts 
of grave impropriety unbecoming the distinguished position he held.” 

(4) The Committee on the Judiciary stated it would be slow to 
override the conclusion of the select committee or draw inferences 
from the testimony different from or in addition to those set out in 
the report and findings of the select committee. 

(5) Subcommittee No. 3 recommended to the full Committee on 
the Judiciary that certain officers and agents of the National Associa- 
tion of Manufacturers and the National Council for Industrial De- 
fense be censured. A formal resolution looking to that end was sub- 
mitted but the Committee on the Judiciary had grave doubts as to the 
power of the House under its “implied constitutional prerogative” to 

‘punish persons other than Members by censure or otherwise for 
contempts committed against the House in the previous Congress.” 
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The full committee declined to follow the recommendation of the 
subcommittee for the formal censure by the House of the persons 
involved. 

(6) The committee recommended the enactment of legislation to 
prevent the recurrence of abuses. The bill, H. R. 15466, had been 
introduced, referred to the Committee on the Judiciary and was 
designed “to regalate lobbying and to require every legislative coun- 
sel and agent employed by any person, corporation, or association 
to promote or defeat legislation to register and to render an accurate 
account of all moneys expended by him in such capacity, and for other 
purposes.” 

The views of the minority indicated disagreement with the con- 
clusions of the committee report as to what action the House should 
take in the case of Representative James T. McDermott. The follow- 
ing resolution was offered by the minority as a substitute for that of 
the majority : 

“Resolved, That James T. McDermott, a Representative from the 
State of Illinois, having been guilty of gross misconduct entirely 
inconsistent with his public trust and duty, be, and he is hereby, ex- 
pelled from his seat as a Member of this House.” 


House Resolution 341, House Report 571, April 24, 1914 

The resolution directed the House to determine whether certain 
officers and agents of the National Association of Manufacturers had 
been guilty of practices rendering them liable to punishment for 


contempt. The Committee on the Judiciary reported that no further 
action on House Resolution 341 was deemed necessary. 
House Resolution 342, House Report 572, April 24, 1914 

The resolution directed the House to determine whether, under the 
report of the Select Committee on Lobby Investigation, “Representa- 
tive James Thomas McDermott has not been shown to be guilty of 
disgraceful and dishonorable misconduct and venality rendering him 
unworthy of a seat in the House, and justly liable to expulsion from 


the same.” The Committee on the Judiciary reported that no further 
action was deemed necessary. 


70TH Conaress, 1927-1929 
9 


8S. 1095, Senate Report 342, February 21, 1928 

The Committee on the Judiciary, to which was referred the bill, to 
require the registration of lobbyists, and for other purposes, ordered 
the same reported favorably with certain amendments. 


T7ist Coneress, 1929-1931 


Senate Resolution 20, Senate Report 43, September 30 (calendar day, 
October 26) , 1929 

A subcommittee of the Committee on the Judiciary submitted a 
“Preliminary Report,” which questioned the propriety of the utiliza- 
tion of the funds of a railroad company for the payment of the services 
of a lobbyist in Washington. 

The report recommended “the adoption of a resolution by the Senate 
calling upon the Secretary of Commerce to furnish to the Senate a list 
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of all officials employed by the Department in the regular service of 
private individuals or corporations drawing a salary of $1 a year or 
any other sum from the Government.” 

Parts 2 through 10 of the report carry no committee recommenda- 
tions. Each part presented a summary of the committee’s investiga- 
tion of questionable lobby activities. 


741H Conaress, 1935-1936 


S. 2512, Senate Report 602, May 7 (calendar day, May 9) , 1935 

The Committee on the Judiciary, to whom was referred the bill to 
define lobbyists, to require registration of lobbyists, and to provide 
regulation thereof, reported the bill favorably to the Senate with 
amendment. The title was also amended to read: “A bill to require 
registration of persons engaged in influencing legislation or Govern- 
ment contracts and activities.” 


Senate Resolution 165, Senate Report 1272, July 29 (calendar day, 
August 14), 1935 

The Special Committee to Investigate Lobbying published a partial 
report which stated the committee believed the Senate should order 
the arrest of H. C. Hopson and W. A. Hill, and “cause them to be 
brought before the bar of the Senate.” Further, that H. C. Hopson 
should be required to give testimony before the committee. Both 
Hopson and Hill, the report revealed, should show cause why they 
should not be punished for contempt of the Senate. The report in- 
cluded copy of testimony pertinent to the case. 

House Resolution 288, House Report 2081, February 27, 1936 

The Committee on Rules recommended passage of H. R. 11223, 
which embodied the suggestions of the committee. It was the judg- 
ment of the committee that this legislation would provide adequate 
remedy and prompt enactment was recommended. 

Mr. H. C. Hopson of the Associated Gas & Electric Co. had appeared 
before the committee. It was stated further examination of the record 
and of the statements filed by H. C. Hopson, pursuant to the direction 
of the committee, might necessitate filing of an additional report. 


H.R. 11663, House Report 2214, March 19, 1936 


The report of the Committee on the Judiciary indicated that H. R. 
11663 met the recommendations made by the House Rules Committee 
which were a result of investigations of improper lobbying charges. 
H. R. 11663 developed from modified forms of H. R. 11225 after nu- 
merous subcommittee conclusions. Passage was recommended. 

The report stated : “At the present time, it is the opinion of the com- 
mittee that legislation relating to the subject of the collection of funds 
for the purpose of influencing legislation and of lobbying should be 
confined only to the legislative Seah of the Government.” The 


committee believed that a start should be made toward reasonable and 
proper regulation of lobbying activities, but the right of free speech 
and right of petition should not be abridged by legislation. The pur- 
pose of the legislation, as cited by the report, was to “shed the light of 
day upon lobbying activities; require filing of periodical reports of 
receipts and disbursements; registration of lobbyists disclosing sources 
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of employment and amount of compensation.” It was indicated that 
the framework of this bill was patterned after the Corrupt Practices 


Act. 


H. R. 11663, conference report, House Report 2925, June 2, 1936 


The conference report recommended that the House recede from its 
disagreement to the amendment of the Senate and agree to the same 
with an amendment. The terms “contribution”, “expenditure”, “per- 
son” and “Clerk”, were defined for use in the act. 

The legislation as recommended in this report follows: 

“Src. 2. It shall be the duty of every person who shall in any man- 
ner solicit or receive a contribution to any organization or fund for 
the purposes hereinafter designated to keep a detailed and exact 
accounts of 

“(1) All contributions of any amount or of any value whatsoever; 

“(2) The name and address of every person making any such con- 
tribution and the date thereof ; 

“(3) All expenditures made by or on behalf of such organization 
or fund; and 

“(4) The name and address of every person to whom any such ex- 
penditure is made and the date thereof. 

“(5) It shall be the duty of such person to obtain and keep a re- 
ceipted bill, stating the particulars, for every expenditure of such 
funds exceeding $10 in amount, and to preserve all receipted bills 
and accounts required to be kept by this section for a period of at least 
2 years from the date of the filing of the statement containing such 
items, 

“Sec. 3. Every individual who received a contribution for any of 
the purposes hereinafter designated shall within 5 days after receipt 
thereof render to the person or organization for which such contribu- 
tions were received a detailed account thereof, including the name 
and address of the person making such contribution and the data on 
which received. 

“Sec. 4. Every person receiving any contribution or expending any 
money for the purposes hereinafter designated shall file with the 
clerk between the first and tenth day of each month, a statement 
containing completes as of the day next preceding the date of filing— 

“(1) The name and address of each person who has made a con- 
tribution of any size or value not mentioned in the preceding report; 
except that the first report filed pursuant to this Act shall contain 
the name and address of each person who has made any contribution 
to such person since the effective date of this Act; 

“(2) The total sum of the contributions made to or for such per- 
son during the calendar year and stated under paragraph (1) ; 

“(3) The total sum of all contributions made to or for such person 
during the calendar year; 

“(4) The name and address of each person to whom an expenditure 
in one or more items of the aggregate amount or value, within the 
calendar year, of $10 or more has been made by or on behalf of such 
person, and the amount, date, and purpose of such expenditure; 

“(5) The total sum of all expenditures made by or on behalf of 
such person during the calendar year and not stated under para- 
graph (4); 
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“(6) The total sum of expenditures made by or on behalf of such 
person during the calendar year; 

“(7) The statements required to be filed by subdivision (2) shall 
be cumulative during the calendar year to which they relate, but 
where there has been no change in an item reported in a previous 
statement only the amount need be carried forward. 

“Src. 5. A statement required by this Act to be filed with the Clerk— 

“(a) Shall be verified by the oath or affirmation of the person filing 
such statement, taken before any officer authorized to administer 
oaths ; 

“(b) Shall be deemed properly filed when deposited in an estab- 
lished post office within the prescribed time, duly stamped, registered, 
and directed to the Clerk at Washington, District of Columbia, but 
in the event it is not received, a duplicate of such statement shall be 
promptly filed upon notice of the Clerk of its nonreceipt ; 

(c) Shall be preserved by the Clerk for a period of two years from 
the ee of filing, shall constitute a part of the public record of his 
office, and shall be open to public inspection. 

“Sec. 6. The provisions of this Act shall apply to any individual, 
vialrtanetebiaes: committee (except a political committee as defined in the 
Federal Corrupt Practices Act, and duly organized State or local 
committees of a political party), association, corporation, or any other 
organization or group of persons who by themselves, or through any 
agent or employee or other persons in any manner whatsoever, directly 
or indirectly, solicit, collect, or receive money or other thing of value 
to be used principally to aid, or the principal purpose of which per- 
son is to aid, in the accomplishment of any of the following purposes : 
by the Congress of the United States or the repeal or nonrepeal of any 
existing laws of the United States, or adoption or defeat of any 
amendment to the Constitution of the United States. 

“(b) To influence directly or indirectly the passage or defeat of 
any legislation or appropriation by the Congress of the United States. 

“(c) To influence, directly or indirectly, the election or defeat of 
any candidate for any elective Federal office. 

“Sec. 7. Any person who shall engage himself for pay or for any 
consideration for the purpose of attempting to influence the passage 
or defeat of any pending or proposed legislation or appropriation by 
the Congress of the United States shall, before doing anything in 
furtherance of such object, register with the Clerk of the House of 
Representatives and the Secretary of the Senate and shall give to those 
officers, in writing and under oath, his name and business address and 
the name and address of the person by whom he is employed and in 
whose interest he appears or works as aforesaid, how much he is paid 
and is to receive, by whom he is paid or is to be paid, how much he is to 
be paid for expenses, and what expenses are to be included. Each such 
person so registering shall, at the end of each three-month period, so 
long as his activity continues, file with the Clerk and Secretary afore- 
said a detailed re port of any money received and expended by him 
ee such three-month period in carrying on his works as aforesaid ; 

o whom paid; for what purpose; and the names of any papers, 
Saalubieele magazines, or other publications i in which he has caused 
to be published any articles or editorials. The provisions of this sec- 
tion shall not apply to any person who merely appears before a com- 
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mittee of the Congress of the United States in support of or opposi- 
tion to pending legislation and who engages in no further or other 
activities in connection with the passage or defeat of such legislation ; 
nor to any public official acting in his official capacity. 

“Src. 8. That any person who shall engage himself for pay or for 
any consideration for the purpose of attempting to influence any Fed- 
eral department, bureau, agency, or Government official, or Govern- 
ment employee, to make, modify, alter, or cancel any contract with the 
United States, or any United States department, bureau, agency, or 
official in the administration of any governmental duty, so as to give 
any benefit or advantage to any private corporation or individual, 
shall file with such department, bureau, or agency in such form and 
detail and at such times as said department, bureau, or agency shall 
by rules and regulations or orders prescribe as necessary or appro- 
priate in the public interest, a statement of the subject matter in respect 
of which such person is retained or employed, which statement may be 
required to contain the nature and character or such retainer received 
by such person directly or indirectly in connection therewith. It shall 
be the duty of each Federal department, bureau, or agency to promul- 
gate and put into effect such rules, regulations, and orders with respect 
to the form and filing of such reports as may be necessary to effect the 
purposes of this Act. 

“Seo. 9. All reports required under this bill shall be made under 
oath, before an officer authorized by law to administer oaths 

“Sec. 10. Any person who violates any of the provisions of this Act 
or who may engage in the practices heretofore set out without first 
complying with the provisions of this Act, shall be guilty of a misde- 
meanor, and upon conviction, shall be punished by a fine of not more 
than $5,000.00 cr imprisonment for not more than twelve months, or 
by both such fine and imprisonment. 

“Sec. 11. Any person who shall make a false affidavit, where an affi- 
davit is required in this Act, shall be guilty of perjury, and upon con- 
viction, shall be punished by imprisonment for not more than two 
years. 

“Sec. 12. If any provision of this title or the application thereof to 
any person or circumstances is held invalid, the validity of the re- 
mainder of the Act and of the application of such provision to other 
persons and circumstances shall not be affected thereby. 

“Src. 138. The provisions of this Act shall not apply to practices or 
activities intended to be regulated by the Federal Corrupt Practices 
Act nor be construed as repealing any portion of said Federal Corrupt 
Practices Act, or any other statute heretofore enacted or any portion 
thereof. 

House Resolution 203, House Report 2373, April 7, 1936 

This report, issued by a special committee, dealt with the portion of 
House Resolution 203 which related to the organization sea! lobbying 
activities of the American Retail Federation. The report was con- 
cerned only with a brief summary of the factual data ian had been 
developed as a result of investigation. 

Conclusions of the report stated that the committee considered that 
the American Retail Federation had for its purpose a pretense to the 
public that it was representing small dealers and small independent 


ss 
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merchants over the entire country, while at the same time it was so 
organized that complete power and control at all times was in the 10 
original incorporators who represented large chainstore and depart- 
ment store interests. ‘The committee further believed that “it is be- 
coming a practice of certain well-organized and powerful groups repre- 
senting vast aggregations of corporations and capital to use methods 
of undue influence and propaganda * * * to block, oppose, and hinder 
the consideration of proposals for legislation * * *.” 

The report recommended: That legislation be enacted which would 
require that any person employed as a lobbyist by one or more corpora- 
tions, or otherwise acting in the interest of one or more corporations 
or their associations, in endeavoring to influence action on proposed 
legislation, either directly or through expression of public opinion, 
publicly announce the same at the outset of such undertaking by 
registration. A statement should be filed at regular intervals with 
the appropriate officials of the House and Senate which would disclose 
fully all receipts of money or other articles of value and how expended. 

The minority view expressed the opinion that the American Retail 
Federation, as organized, was similar to many existing organizations, 
except that it hs 1d for its purpose the coordination of all ret tailers, 
whereas previously existing organizations have been confined to par- 
ticular trades. Confidence was expressed in the individuals who 
headed the organization. The minority found nothing to indicate an 
intention to trespass beyond ethical limitations. 


76TH Conoress, 1939-41 


Temporary National Economic Committee. Senate Committee Print, 
Monograph No. 26, “Economic power and political pressures.” 
(Investigation of concentration of economic power.) 1941 

Senate Joint Resolution 300 of the 75th Congress, which authorized 
the Temporary National Economic Committee, passed, was signed 
by the President, and became Public Resolution 113, 75th Congress. 

The subject of lobbying was covered in this monograph by a 
discussion of political pressure groups, the lobby and its technique, 
the lobby and the political parties, activities, methods and power of 
pressure groups, etc. 

With a view to improving Federal administrative procedure, the 
Temporary National Economic Committee stated the electorate must 
be informed of the interests of all. It was stated that information 
concerning these interests was the general goal of lobby registration 
proposals. Such proposals involv ed at least two aspects. 

First, the securing, and periodic publication, of data on lobbyists— 
names, ‘sponsors, and principal sources of funds, receipts and dis- 
bursements, purposes of expenditures, especially for public relations 
services, advertising, radio, etc. 

Second, it should be recognized that the Federal Government has a 
responsibility to see that the electorate is informed on public prob- 
lems. This could be done, the report stated, either by requiring 
private radio chains, as a condition of retaining ‘their licenses and as a 
public service, to publicize the activities of lobbyists i in Washington 
and elsewhere; or failing this, by establishing a Government-owned 
and operated radio bro: ,deasting station for the dissemination. among 
other things, of such inform: ition. 
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The committee concluded that the need for registration of lobbyists 
and adequate machinery for publicity grew out of the obscurity in 
which lobbies operate to affect public policy, and the extent to which 
such pressure groups distort the right of petition. Only when Con- 
gress exercises its investigating power, the report stated, does the pub- 
lic begin to have access to the facts about legislative lobbying. “Be- 
tween congressional investigations one can only guess at the activities 
of lobbyists, which for the most part, are forever undisclosed. A Fed- 
eral lobby registration law, setting up a special agency to classify, or- 
ganize, and disseminate the material filed with registration, havin 
access to either the private radio chains or a publicly owned an 
operated station, would begin to provide information vital to the op- 
eration of the democratic process.” 

To further quote the report: “Experience shows that a lobby regis- 
tration law is of little value unless a specific agency is charged with the 
administration of the law. Such an agency must, in addition, have 
adequate staff and finances, 

“Tt is quite probable that registration and publicizing of lobbyists 
and their activities will not wholly meet the problem confronting us. 
However, the adoption of such a law would probably throw more light 
on the relationship between political activity and the concentration 
of economic power than any other proposal likely of adoption. The 
purpose is not to deny citizens their constitutional right of petition, 

ut rather to throw enough light on the governmental process to allow 
citizens to vote intelligently.” 


771H Conoress, 1941-42 


Pursuant to Senate Resolution 71, Senate Report 480, part 10, July 16, 
1942 

This report covers the findings of the Senate Special Committee To 
Investigate the National Defense Program concerning charges that 
Senator Chandler, of Kentucky, had interceded to assist a Mr. Ben H. 
Collings, a Louisville contractor, obtain prime war contracts as well 
as prime subcontracts. 

The committee found no evidence that such influence had been 
brought to bear. 

The report concluded with these statements: 

“All matters affecting elections should properly be referred to the 
duly constituted committees of the Senate, such as the Committee 
on Campaign Expenditures or the Committee on Privileges and Elec- 
tions. The jurisdiction of this committee is limited to matters in- 
volving the war effort.” 


791TH Conaress, 1945-46 


House Concurrent Resolution 18, Senate Report 1011, March 4, 1946 


This report dealt with the recommendations of the Joint Com- 
mittee on the Organization of Congress. Section VI, Registration 
of Organized Groups, stated that during the hearings the committee 
heard many complaints of the attempts of organized pressure groups 
to influence the decisions of Congress on pending legislation. The 
committee believed that the availability of information regarding 
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organized groups and full knowledge of their expenditures for in- 
fluencing legislation, membership, and source of contributions would 
prove helpful to Congress without impairing the rights of any indi- 
vidual or group to express its opinion. 

The following recommendation was made: 

“That Congress enact legislation providing for the registration of 
organized groups and their agents who seek to influence legislation 
and that such registration include quarterly statements of expendi- 
tures made for this purpose.” 

. 2177, Senate Report 1400, May 31, 1946 

S. 2177 incorporated the recommendations contained in the report 
of “the Joint Committee on the Organization of Congress (S. Rept. 
1011). Title III was known as the Federal Regulation of Lobbying 
Act. The report set forth some of the things that the title did not 
do, and the exact wording of these six points follows: 

1. It does not curtail the right of free speech or freedom of the press 
or the right of petition. 

. It has no application to the publishers of newspapers, maga- 
zines, or other publications, acting in the regular course of business. 

3. It has no application to persons who appear openly and frankly 
before the committees of Congress and engage in no other activities 
to influence legislation. 

4. It does not require any reports of any persons or organizations 
now required to report under the provisions of the present Corrupt 
Practices Act. 

5. It does not apply in any manner to persons who appear volun- 
tarily without compensation. 

6. It does not apply to organizations formed for other purposes 
whose efforts to influence legislation are merely incidental to the pur- 
poses for which formed. 

On the other hand, the report indicated title III applied chiefly to 
three distinct classes of so-called lobbyists: 

“1. Those who do not visit the Capitol but initiate propaganda from 
all over the country in the form of letters and telegrams, many of which 
have been based entirely upon misinformation as to fi acts. ‘This class 
of persons and organizations will be required under the title, not to 
cease or curtail their activities in any respect, but merely to disclose 
the sources of their collections and the methods in which they are 
disbursed. 

“9. The second class of lobbyists are those who are employed to come 
to the Capitol under the false impression that they exert some powerful 
influence over Members of Congress. These individuals spend their 
time in Washington presumably exerting some mysterious influence 
with respect to the legislation in which their employers are interested, 
but carefully conceal from Members of C ongress whom they happen 
to contact the purpose of their presence. The title in no wise prohibts 
or curtails their activities. It merely requires that they shall register 
and disclose the sources and purposes of their employment and the 
amount of their compensation. 

“3. There is a third class of entirely honest and respectable repre- 
sentatives of business, professional, and philanthropic or ganizations 
who come to Washington openly and frankly to express their views for 
or against legislation, many of whom serve a useful and perfectly 
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legitimate purpose in expressing the views and interpretations of their 
employers with respect to legislation which concerns them. They will 
likewise be required to register and state their compensation and the 
sources of their employ ment.” 

The remaining portion of Senate Report 1400, which pertained to 
lobbying, sections 301-311 of the recommended Federal Regulation of 
Lobbying Act, cited the definitions, detailed accounts of contributions, 
receipts of contributions, statements to be filed with the Clerk of the 
House, statements to be preserved for 2 years, persons to whom appli- 

sable, registration with Secretary of the Senate and the Clerk of the 
House, reports and statements to be made under oath, penalties, and 
exemption. 


Eieuty-First Coneress, 1949-50 


House Joint Resolution 196, House Report 586, May 16, 1949 


The Committee on Rules recommended passage of this resolution 
which would authorize a full and complete investigation of all lobby- 
ing activities intended to influence, encourage, promote, or retard 
legislation ; ; to make a full and complete investigation of all activities 
of agencies of the Federal Government intended to influence, encour- 
age, promote, or retard legislation. 


House Concurrent Resolution 62, Senate Report 559, June 22 (legisla- 
tive day, June 2), 1949 

House Concurrent Resolution 62 authorized the creation of a Joint 
Committee on Lobbying Activities. The Senate Committee on the 
Judiciary reported favorably thereon, with amendments as to the size 
of the committee and the expenses inv olved. 

The report stated the duties of a Joint Committee on Lobbying 
Activities established by this resolution : 

(1) To make a full and complete investigation of all lobbying ac- 
tivities intended to influence, encourage, promote, or retard. legisla- 
tion; 

(2) To make a full and complete investigation of all activities of 
agencies of the Federal Government intended to influence, encourage, 
promote, or retard legislation ; 

(3) To report from time to time to the Senate (or to the Secretary 
of the Senate if the Senate is not in session) and to the House of Rep- 
resentatives (or to the Clerk of the House if the House is not in ses- 
sion) the results of its study and investigation, together with such 
recommendations as it deemed advisable. 

It was the opinion of the committee that the proposed investigation 
of lobbying activities was desirable and could be of much value. 


House Concurrent Resolution 62, Senate Report 895, August 15 (legis- 
lative day, June 2), 1949 

The Senate Committee on Rules and Administration recommended 
the passage of legislation to create a joint committee on lobbying ac- 
tivities. The report stated that in spite of the unanimity of the vote 
to report the resolution, there was misgiving because of the uncer- 
tainty as to how the joint committee would ‘spend the funds. This 
misgiving was overcome only by the realization of the urgent need 
for the study and investigation as proposed, the report stated. 
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House Resolution 298, House Report 3024, August 30, 1950 
The investigation of the lobbying activities of the Committee for 


Constitutional Government, Inc. and its executive secretary, Edward 
A. Rumely, was the basis for this report by the House Select Commit- 
tee on Lobbying activities. Portions of hearings were included. 

The report stated that because of the refusal of the Committee for 
Constitutional Government, Inc., to produce pertinent financial ree- 
ords, the select committee was unable to determine whether or not 
there had been evasion or violation of the Federal Regulation of Lob- 
bying Act. A subpena had been served on Mr. Rumely, who appeared 
before the committee, but the report stated he “refused to furnish cer- 
tain material pertinent to the subject under inquiry * * *.” 

The report stated that the select committee believed Mr. Rumely to 
be in contempt of the House of Representatives and a copy of the reso- 
lution in this connection concluded the report. 


House Resolution 298, House Report 3025, August 30, 1950 


The committee investigated and reported on the lobbying activi- 
ties of the Civil Rights Congress and the national executive secretary, 
William L. Patterson. 

Mr. Patterson had appeared before the committee pursuant to the 
serving of a subpena, but failed and refused to answer certain ques- 
tions and to produce certain records. As a result the committee re- 
ported that witness William L. Patterson was in contempt of the 
House of Representatives. 


House Resolution 298, House Report 3033, August 31, 1950 


The report dealt with the lobbying activities of the Constitutional 
Educational League, Inc. and Joseph P. Kamp, executive vice chair- 
man. A subpena was served on Mr. Kamp. The report concluded 
that the witness was in contempt of the House of Representatives. 
House Resolution 298, House Report 3137, October 13, 1950 

The report contained no recommendations. It encompassed the 
committee’s findings from the questionnaire sent to 173 business cor- 
porations requesting, on a voluntary basis, details as to expenditures 
relating to attempts to influence legislation, covering the period from 
January 1, 1947, through May 31, 1950. 

House Resolution 298, House Report 3138, October 20, 1950 

This 67-page interim report covered the investigations and study 
of the House Select Committee on Lobbying Activities in accordance 
with House Resolution 298. 

The report stated the attempt had been made to canvass as thor- 
oughly and as broadly as possible efforts by both public and private 
agencies to influence the determination of public policy. The can- 
vass had been directed along four principal lines: 

1. The number, identity, and interrelationships of those groups 
and persons actively attempting to influence legislation. 

2. The amounts and kinds of expenditures made by these groups 
and persons in attempting to influence legislation. 

3. The ways in which funds expended for these purposes were solic- 
ited, and the sources of these funds. 

4. The techniques of influencing legislation, directly and indirectly. 
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In the light of this factual analysis, the committee stated it had 

sought also to determine whether or not the Federal Lobbying Act 
yas fulfilling the purpose for which it was enacted in 1946. 

The conclusions of the report discussed the practical causes of 
lobbying, the theory of lobbying, and the costs of lobbying. The com- 
mittee sought to express in the report its conviction that the present 
system of pressure politics had assumed extraordinary proportions; 
to show that this system must continue to expand; and that this ex- 
pansion may challenge the existence of representative government. 
It was stated that the constitutional right of petition must be pre- 
served and no restriction should be imposed on legitimate lobbying. 

Some of the more important approaches to the problem were set 
forth as follows: 

“(1) It has been suggested, seldom with any clear outline for prac- 
tical implementation, that Government should support those important 
interests which do not have adequate resources so that they can con- 
tend on an equal basis with better financed groups. This approach 
might help solve the problem of the present imbalance between various 
groups, but it would ultimately result in more rather than less pres- 
sure on policymaking; we are not persuaded that this would be de- 
sirable. There is, in addition, the difficulty of selecting some reason- 
able criteria on which such support could be based. 

“(2) Suggestions are frequently made that organized groups be given 
some formal place in the policymaking process. We already achieve 
something of this kind in the advisory councils of numerous adminis- 
trative bodies and in the invitations extended to interested groups to 
appear before congressional committees on most major legislation. 
But we do not believe it would be wise to go beyond these steps. Again, 
there is a problem of choosing the criteria on which formal groups rep- 
resentation should be based. In this respect, the experience of various 
European countries with official economic councils is not very en- 
couraging. Would this not also be yielding to pressures rather than 
coping with them? Popular, geographic representation is basic in 
our system of government. 

“(3) Streamline the legislative and administrative process, for pres- 
sures thrive on Government when it becomes too complex for ordinary 
citizens to understand. This may point to at least a partial answer, 
and the Legislative Reorganization Act of 1946 and the work of the 
Hoover Commission indicate that useful first steps have already been 
taken in this direction. There still remains, of course, a considerable 
need for further improvements. 

“(4) We need stronger political parties and party discipline. This 
is basic. Much of the current onus placed on partisanship in politics 
overlooks the fact that if the parties don’t accept eapbnailalite the 
pressure groups will move in by default. Lobbying is no serious prob- 
lem in a society where the parties can make up their minds and live u 
to theircommitments. A stronger sense of party cohesion may be dif- 
ficult to achieve in the United States, for most Americans seem to 
like their parties as they are. Ultimately, however, responsible parties 
are an essential requisite of responsible government. 

“(5) We need more information on lobbying and lobbyists. This, at 
the moment, is the most feasible approach. Every group has the right 
to present its case, but at the same time Congress and the public have 
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a right to know who they are, what they are doing, how much they are 
spending, and where the money is coming from—in a word, full dis- 
closure of the relevant facts. Such disclosure is thoroughly i in accord 
with our system and principles and has already receiv ved legislative 
recognition in the Regulation of Lobbying Act. What is needed is 
that this act be equipped to fulfill more effectively the purposes for 
which it was designed. We shall offer elsewhere a series of detailed 
recommendations and amendments by which we believe that the act can 
be brought to a higher level of efliciency. The act as it stands is a 
workable and valid } piece of legislation. Our recommendations will be 
designed to eliminate some of the misconstructions that have hampered 
the operation of the act. The act does not seek to regulate but to in- 
form. It works on the simple premise that Congress and the public 
have the right to full information on those who actively attempt to in- 
fluence the decisions of government.” 


House Resolution 298, House Report 3139, October 31, 1950 

Investigation of the United States Savings & Loan League was the 
basis for this 741-page report by the House Select Committee on 
Lobbying Activities. There were no recommendations. 


House Resolution 298, House Report 3197, December 15, 1950 

This document is an index of organizations and individuals regis- 
tering and/or filing quarterly financial reports under the Federal 
Lobbying Act. 
House Resolution 298, House Report 3232, December 26, 1950 

Continuing its investigations and study, the House Select Commit- 
tee on Lobbying Activities presented in this report a documented anal- 
ysis of the structure and .activities of the Conference of American 
Small Business Organizations. The committee presented no recom- 
mendations but concluded the report with the following observation : 

“We repeat our conviction that it is proper and desirable that small 
business be represented before Congress; but, if such representation is 
by persons or groups whose single- minded attachment to the special 
interests of small business is open to question, the Congress cannot rely 
on their expressions as to the true needs and interests of small busi- 
ness. Such a situation can only work to the detriment of Congress, the 
public, and small business itself.” 


House Resolution 298, House Report 38233, December 28, 1950 

This report by the House Select Committee on Lobbying Activities 
presented a study of the activities and functions of the American 
Enterprise Association. No recommendations were included. 
House Resolution 298, House Report 3234, December 29, 1950 

The Lobby Index of 1950 is included in this House report. 
House Resolution 298, House Report 3238, January 1, 1951 


The expenditures by farm and labor organizations to influence legis- 
lation was studied by the Select C ommittee on Lobbying Activities and 
House Report 3238 presented. No recommendations were incorpo- 

rated, 





House Resolution 298, House Report 3239, January 1, 1951 


The investigations and studies of the House Select Committee on 
Lobbying Activities, pursuant to House Resolution 298, were the basis 








POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 217 


for this report. The majority recommended the following amend- 
ments to the Lobbying Act: 

1. Title of the act—T he title of the act be changed to read as fol- 

lows: “An Act to require the reporting of certain information on 
efforts to influence legislation.” A further recommendation stated 
that the “short title” section of the Lobbying Act (301) be amended 
to read as follows: “This title may be cited as the Legislative Inter- 
ests Reports Act. 

2. Radio and television broadcasting.—Section 308 of the act pro- 
vides for the exemption of newspapers and other regularly published 
periodicals. We believe that this exemption should be extended to 
cover radio and television broadcasting stations specially. 

3. Prohibition against persons convicted.—At the present time vio- 
lation of the act is a misdemeanor, punishable by a fine of not more 
than $5,000 or imprisonment for not more than 12 months, or both. 
In addition, persons convicted under the Lobbying Act are pro- 
hibited—“for a period of three years from the date of such conviction, 
from attempting to influence, directly or indirectly, the passage or 
defeat of any proposed legislation, or from appearing before a 
committee of the Congress in support of or opposition to proposed 
legislation.” 

We feel that the advantages of this provision are outweighed by its 
disadvantages, and rec ommend that it be eliminated. 

4. Requiring less detail in reports ——The committee has sought to 
determine how the Lobbying Act might be amended in order to reduce 
the amount of detailed reporting involved. ‘The act requires a quar- 
terly listing of the name and address of each recipient of “an expendi- 
ture * * * of $100rmore * * *.” Werecommend that the $10 figure 
be raised to $50. Such a change would substantially reduce the 
amount of detailed reporting required. While the information re- 
ported under the present requirement cannot be considered to be 
altogether without value, we believe that, in balance, the change to the 
$50 figure would be justified. However, there should be no change in 
the requirement relating to the preservation of receipts for expendi- 
a of #10 or more. 

C ontinge nt- fee arrangements —From time to time, contracts 
have been made under which efforts to influence legislation are com- 
pensated on a basis which varies directly and specifically according to 
the outcome of the legislative process. The memoranda submitted in 
connection with our hearings on this subject indicate that in many 
States such agreements are illegal and that the enforceability of such 
agreements in the Federal courts is doubtful. We believe such con- 
tracts should be prohibited by an amendment to the Criminal Code. 

6. Hwemption of those who receive or expend less than $1,000 a year 
for legislative purposes.—As shown above, the present act is very 
broad in its coverage and requires reports by any organization or 
individual which receives or expends a substantial amount for legis- 
lative purpose. It may be admitted that expenditures of $500, $800, 
or $950 to influence legislation are substantial in amount, but we 
believe that the significance which a report of such expenditures might 
have is outweighed by the burden which the act imposes. We there- 
fore believe that an exemption should be provided, so that reports 
need not be filed by persons receiving or expending less than $1,000 
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per year for activities in connection with legislative interests. This 
exemption should be accomplished by « adding a new section to the act, 
as follows: 

“The provision of this title shall not be applicable to a person in 
a year in which such person neither receives nor expends as much as 
$1,000 for the purpose of attempting to influence the passage or defeat 
of ‘legislation by the Congress of the United States.” 

The majority report “included discussion of three amendments, 
which were considered and rejected, but which were deemed worthy 
of specific mention in the report. They were: 

1. Exemption of private bills. 
2. Exemption of organizations. 
3. Requirements of statement of membership. 
Detailed discussion can be found on pages 31 and 32 of the report. 

It was further recommended, under the heading “Timing of amend- 
ments,” that: “Section 308 of the Lobbying Act had been held consti- 
tutional. A suit for a declaratory judgment, seeking a further test 
of the statute, is now pending before a three-judge court. We believe 
that no bills incorporating the amendments proposed above should 
be introduced prior to the determination of this suit for declaratory 

judgment, lest such action be misconstrued and interpreted as an indi- 
aa that this committee regards the present act as inadequate in any 
material respect.” 

Another portion of the majority report, entitled “Other Recommen- 
dations,” indicated a need for increased publicity concerning pressure 
groups, and increased enforcement of existing law, but “we want no 
curbs whatsoever on the right of the people to express their views 
individually or through pressure groups. 

“Administrative recommendations” were as follows: 

1. Designation of subcommittee on Lobbying Act filings.—It was 
recommended that the Senate and House designate standing subcom- 
mittees to provide for continuous analysis and evaluation of the Lobby- 
ing Act filings. This need not involve the creation of new committees 
or the making of additional appropriations, the report cited. The 
designation of a sube ommittee within an existing committee could 
provide the means for gaining more information on lobbying. In 
the House, the majority believed, the designation of a subcommittee of 
the Committee on House Administration would constitute an excel- 
lent means of accomplishing this aim. “The selection of the proper 
committee in the Senate is, of course, a matter for the Senate to decide. 
We recommend that these ‘subcommittees be entrusted with the super- 
vision of the activities suggested in paragraphs 2 and 3 below.” 

2. Increased utilization of the Legislative Reference Service, Li- 
brary of Congress.—It was recommended that the quarterly reports 
received, as required in the Lobbying Act, be analyzed and indexes of 
lobbying organization and lobby ists prepared for the benefit of the 
Members of Congress; that preparation of such quarterly analyses 
and indexes be entrusted to the Legislative Reference Service of the 
Library of Congress under the supervision of the subcommittees pro- 
posed in paragraph 1 above. 

3. Repository for filings.—Additional funds should be made avail- 
able to the offices of the Secretary of the Senate and the Clerk of the 
House to assist them in their statutory duties as set forth in the 
Lobbying Act. 
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4. Furnishing copies of forms to interested agencies —“In order to 

repare quarterly analyses and indexes as above recommended, the 

egislative Reference Service should be furnished with a copy of each 
report filed under the Lobbying Act. For the Department of Justice 
to enforce the act, it is essential that the Department be furnished 
with copies of all reports as soon as they are filed. At the present time, 
the Department receives copies only after considerable delay. We 
believe that an additional copy of each report should be filed with the 
Clerk of the House in order that the Department may receive copies 
promptly.” 

5. Justice Department enforcement.—It was recommended that the 
following steps should be taken by the Department of Justice: 

(a) They should maintain records of all appearances of representa- 
tives or organizations before congressional committees. 

(b) They should establish appropriate liaison with members of con- 
gressional committees, and arrange to have such members furnish to 
the Department pamphlets, leaflets, booklets, etc., received by the 
members and presenting one side of issues having legislative signifi- 
cance. Care eG be taken to make such arrangement with members 
from both political parties from various sections of the country, and 
from both urban and rural areas. 

(c) They should maintain records as to the nature and extent of 
large nationwide advertising and pamphleteering campaigns which 
present one side of issues having legislative significance. 

The report stated these three steps should go a long way toward 
providing the Department with a clear picture of the identity of 
groups undertaking major efforts to influence legislation. The extent 
to which these groups comply with the Lobbying Act should be ascer- 
tained and appropriate action taken in accordance with the recom- 
mendations above. In order to assure the performance of this pro- 
gram, Congress should specifically allocate an appropriation for this 
activity of the Justice Department. 

6. Lobbying before executive agencies.—It was recommended that 
Congress authorize an investigation of attempts to influence action by 
executive agencies, with special attention given to various aspects of 
the defense program such as efforts to obtain Government contracts, 
priorities, etc. 

7. Joint Committee on the Legislative Process.—“Congress should 
give consideration to the desirability of the establishment of a perma- 
nent Joint Committee on the Legislative Process, combining the ac- 
tivities of select committees like our own and the special committees 
on elections which investigate Corrupt Practice Act activities before 
and after each congressional election. As indicated in our reports and 
hearings, we believe that the business of influencing elections often 
bears a close relation to the business of influencing legislation. The 
two activities could be kept under more effective scrutiny by such a 
joint committee, adequately staffed.” 

It was stated that schools and the press have a responsibility for 
increasing public knowledge as to the nature and extent of pressure 
group operations; “that an informed and vigilant public is the only 
lasting guaranty that pressure groups will operate in an open and 
aboveboard manner.” 


92693—57——-15 
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The majority report concluded with the following paragraph: 

“It is our conclusion that the long-established criminal statute re- 
ferred to above should be retained intact and that C ongress, through 
the proper exercise of its powers to appropriate funds and to investi- 
gate conditions and practices of the executive branch, as well as 
through its financial watchdog, the General Accounting Office, can 
and should remain vigilant against any improper use of appropriated 
funds and any invasion: of the legislative prerogatives and respon- 
sibilities of the Congress.’ 

Minority views of the Select Committee on Lobbying Activities of 
the House were contained in part 2 of House Report 3239. A sum- 

mary of the opinions and conclusions of the minority is contained 
in the following excerpts from part 2 of the report : 

“Unfortunately, and we say this with regret, no attempt has been 
made by the committee to determine how the present Regulation of 
Lobbying Act is working; no attempt has been made by the committee 
to find out from the individuals most directly concerned as to what 
could be done to remedy the uncertainties of the present law. 

“It was our hope when we were assigned to this committee that a 
worthwhile contribution could be made. We are convinced that the 
present Regulation of Lobbying Act is vague, ambiguous, uncertain, 
and seriously in need of amendment. We had hoped that the investi- 
gations would enable us to determine just what could be done to assist 
the C ongress in its legislative processes whenever or wherever such 
processes are affected by lobbying activities. Unfortunately there was 
no sincere attempt on the part of the committee or its staff to study 
the problem of lobbying as such. 

“* * * We do feel that those individuals whose principal purpose 
is to attempt to persuade individual Members of Congress to follow 
a certain course of action might well be required to identify them- 
selves and their source of support. Whether any lobbying statute 
should go further than this is seriously open to question. oF 

“It is salutary to suggest that any action taken by a Congress must 
remain responsive and ‘responsible to the will of the people. ‘By taking 
steps to discourage, limit, or prohibit the right of the people to peti- 
tion, or to express the views of the people, not only does the Congress 
do a disservice, but it initiates the steps which strike at the founda- 
tion of our Republic. Congress and the Government must remain 
responsive, and not be something cold, distant, and aloof.” 


8471 Conoress, 1955-56 


(See Digest of Committee Recommendations from Published Con- 
gressional Reports Relating to the Subject of Campaign Funds and 
Expenditures, Senate Resolution 205, as extended by Senate Resolu- 
tion 218, and Senate Resolution 227, Senate Report 1724, April 7, 
1956, pertaining to influence of vote on the natural gas bill). 





RESPONSES TO S. 2308 QUESTIONNAIRE 
(See pp. 76-79, final report) 


Responses to the S. 2308 questionnaire were received from the fol- 
lowing individuals and organizations: 
Aircraft Industries Association 
American Bankers Association 
American Book Publishers Council, Inc. 
American Airlines 
American Cancer Society, Inc. 
American Cotton Manufacturers Institute, Inc. 
American Dental Association 
Americans for Democratic Action 
American Hotel Association 
American Institute of Accountants 
American National Cattlemen’s Association 
American Petroleum Institute 
American Retail Federation 
American Sugar Beet Industry Policy Committee 
American Telephone & Telegraph Co. 
American Tobacco Co., the 
Arnold, Fortas and Porter 
Associated General Contractors of America, Inc., the 
Association of American Physicians & Surgeons, Inc. 
Association of American Railroads 
Association of American Ship Owners 
Anti-Defamation League of B’nai B’rith 
Atlantic Union Committee, Inc. 
Brotherhood of Locomotive Engineers 
Carson, Henderson H., attorney with Burt, Carson, Burt & 
Kienzle 
Chamber of Commerce of the United States 
Clear Channel Broadcasting Service 
Committee for Collective Security 
Committee for Return of Confiscated German and Japanese 
Property 
Condon, Arthur D., attorney with Davies, Richberg, Tydings, 
Beebe & Landa 
Cooper, J. Milton, attorney 
Cooperative League, the 
Curtiss, Ralph E., attorney 
Davis, Charles W., attorney with Hopkins, Sutter, Owen, Mulroy 
& Wentz 
Distilled Spirits Institute 
Ellison, Newell W., attorney with Covington & Burlin 
Employers Labor Relations Information Committee, Inc. 
Ferguson, John A. 
Fillius, Maurice W., attorney 
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Forest Farmers Association 

Friends Committee on National Legislation 

Gall, Lawrence H. 

Gammons, Ear] H. 

Gas Appliance Manufacturers Association 

Goodrich, Nathaniel H., attorney 

Goodrich, the B. F., Co. 

Grain & Feed Dealers National Association, the 

Gypsum Association 

Hoen, John L. 

Housewives United. 

International Association of Machinists 

Lake Carriers Association 

Lanham, Fritz G., former Congressman from Texas 

La Roe, Wilbur, Jr., attorney 

Lawn Mower Institute, Inc. 

Laylin, John G., attorney with Covington & Burling 

League of Women Voters of the United States 

Lee, Ivy, and T. J. Ross 

Lucas, Scott W., former Senator from Illinois 

Manasco, Carter, former Congressman from Alabama 

Milk Industry Foundation 

Millers’ National Federation 

Motion Picture Association of America, Inc. 

National Association of Electric Companies, The 

National Association of Margarine Manufacturers 

National Association of Radio & Television Broadcasters 

National Association of Real Estate Boards Realtors’ Washington 
committee 

National Association of Securities Dealers, Inc. 

National Canners Association 

National Coal Association 

National Congress of Parents and Teachers 

National Council for Prevention of War 

National Economic Council, Inc. 

National Electric Manufacturers Association 

National Federation of Independent Business 

National Housing Conference, Inc. 

National Independent Meat Packers Association, the 

National Lumber Manufacturers Association 

National Plant Food Institute 

National Tax Equality Association 

New York Stock Exchange 

North American Airlines 

Reserve Officers Association of the United States, Inc. 

Southern States Industrial Council, Inc. 

The Townsend Plan for National Insurance 

Transportation Association of America 

United States Cane Sugar Refiners’ Association | 

United States Savings and Loan League 

Veterans of Foreign Wars of the United States 

Western Beet Growers Association 
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STATE REGULATION OF LOBBYING AS PROVIDED BY STAT 


(Prepared by Hugh P. Price, Legislative Reference Service, Library of C 
[X=expressly provided; leaders=not expressly provided] : 
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STAFF MEMORANDUM 
Marcu 22, 1957. 


INFLUENCING LEGISLATION, CAMPAIGN FINANCING, AND OFFICE 
Hotprnc—Some Tax Aspects 


References to the “Code” herein are to the Internal Revenue Code 
(1954). References to “Regulations” are to regulations under the 
1954 Code, except that references to the “old Regulations” are to 
Regulations 118, issued under the 1939 Code. 


INTRODUCTION 


Tax considerations are an important part of many business deci- 
sions. Americans are “tax conscious” and yet, surprisingly enough, 
little has been written on the subject of the tax aspects of lobbying 
campaign finance, and related subjects. This memorandum will 
examine some of the more obvious tax implications which may affect 
these subjects. 

The two most extensive notes on the subject are: “Tax Treat- 
ment of Lobbying Expenses and Contributions” (67 Harv. L. Rev. 
1408 (1954)) and “Deductibility of Lobbying and Related Ex- 
penses,” by George D. Webster (42 ABA Jnl 175). 


I, TAX EXEMPT ORGANIZATIONS 


As a matter of public policy, certain classes of organizations have 
been granted tax-exempt status as to their income. These types of 
organizations are specified in section 501 of the Internal Revenue 
Code (1954), and include: 

“(3) Corporations, and any community chest, fund, or founda- 
tion, organized and operated exclusively for religious, charitable, 
scientific, testing for public safety, literary, or educational purposes, 
or for the prevention of cruelty to children or animals, no part of 
the net earnings of which inures to the benefit of any private share- 
holder or individual, no substantial part of the activities of which is 
carrying on propaganda, or otherwise attempting to influence legis- 
lation, and which does not participate in, or intervene wm (including 
the publishing or distributing of statements), any political campaign 
on behalf of any candidate for public office. [Emphasis supplied. ] 

“(4) Civic leagues or organizations not organized for profit but 
operated exclusively for the promotion of social welfare, or local 
associations of employees, the membership of which is limited to the 
employees of a designated person or persons in a particular munici- 
pality, and the net earnings of which are devoted exclusively to 
charitable, educational, or recreational purposes. 

“(5) Labor, agriculture, or horticultural organizations. 
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“(6) Business leagues, chambers of commerce, real-estate boards, or 
boards of trade, not organized for profit and no part of the net earn- 
ings of which inures to the benefit of any private shareholder or 
individual.” 

The Bureau of Internal Revenue advises that regulations have not 
yet been issued under the 1954 Code for this section. Proposed 
regulations were issued and printed in the Federal Register January 
21; 1956. In the meantime, the stopgap regulations provide that 
regulations issued for the corresponding provision of the prior Code 
are in effect if not inconsistent with the 1954 Code. 

Regulations 118, applicable to the Internal Revenue Code of 1939, 
contain the following provisions concerning exemption from tax on 
certain organizations: 

“8 39.101-1 Proof of exemption; annual returns. 

“(a) Proof of exemption in general. An organization is not ex- 
empt from tax merely because it is not organized and operated for 
profit. In order to establish its exemptions, it is necessary that every 
organization claiming exemption file with the district director of 
internal revenue for the internal revenue district in which is located 
the principal place of business or principal office of the organization 
an application form as set forth below. 

“§ 39.101(6)-1 Religious, charitable, scientific, literary, and edu- 
cational organizations and community chests. 

“(a) In order to be exempt under section 101(6), the organization 
must meet three tests * * * 

“(3) It must not by any substantial part of its activities attempt 
to influence legislation by propaganda or otherwise. 

“* * * (c) * * * An organization formed, or availed of, to dis- 
seminate controversial or partisan propaganda is not an educational 
organization within the meaning of the Code. However, the publica- 
tion of books or the giving of lectures advocating a cause of a con- 
troversial nature shall not of itself be sufficient to deny an organiza- 
tion the exemption, if carrying on propaganda, or otherwise attempt- 
ing, to influence legislation forms no substantial part of its activities, 
its principal purpose and substantially all of its activities being 
clearly of a nonpartisan, noncontroversial, and educational nature. 

“§ 39.101(7)-1 Business leagues, chambers of commerce, real 
estate boards, and boards of trade. 

“A business league is an association of persons having some com- 
mon business interest, the purpose of which is to promote such com- 
mon interest and not to engage in a regular business of a kind ordi- 
narily carried on for profit. It is an organization of the same gen- 
eral class as a chamber of commerce or board of trade. Thus, its 
activities should be directed to the improvement of business condi- 
tions of one or more lines of business as distinguished from the per- 
formance of particular services for individual persons.” 

Section 501 of the 1954 Code corresponds to section 101 of the 1939 
Code and continues its provisions with only slight changes, which are 
not of such a nature as would make the prior regulations inconsistent 
with the provisions of the 1954 Code. A significant addition to the 
criteria employed was the addition of the provision in subdivision 
(3) denying exemption if the organization participates in, or inter- 
venes in, a political campaign “on behalf of” any candidate for public 
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office, with publication or distribution of statements constituting a 
prohibited participation or intervention. 

The proposed regulations under the 1954 Code relating to section 
501, as set forth in the Federal Register, January 21, 1956, read in 
part as follows: 

“Exempt Organizations—General Rule. 

“1.501 (a) (2) An organization is not exempt from tax merely 
because it is not organized and operated for profit. In order to estab- 
lish its exemption, it is necessary that every organization claiming ex- 
emption file with the district director of internal revenue for the inter- 
nal revenue district in which is located the principal place of business 
or principal office of the organization an application form as set forth 
below. However, an organization which has been granted exemption 
under the provisions of the Internal Revenue Code of 1939 may rely 
on that ruling, unless affected by substantive changes in the 1954 
Code or any changes in the character, purposes, or methods of opera- 
tion of the organization, and it is not necessary in such case for the 
organization to request a new determination as to its exempt status. 

“1.501 (c) (3)-1 Religious, charitable, scientific, literary, and 
educational organizations, community chests, and organizations test- 
ing for public safety—(a) In general. (1) In order to be exempt 
under § 501 (c) (3), the organization must meet four tests * * * 

“(iii) It must not by any substantial part of its activities at- 
tempt to influence legislation by propaganda or otherwise; and 

“(iv) It must not participate, or intervene, in any political 
campaign on behalf of any candidate for public office. 

“(2) For the purpose of § 501 (c) (3) an organization is deemed to 
be formed and operated exclusively for one or more of the purposes 
specified therein if its principal, primary and predominant purposes, 
and substantially all of its activities, are devoted to such specified pur- 
pose or purposes. Thus, an activity which is in fact incidental, sec- 
ondary or subservient to an organization’s exempt purpose or purposes 
and which when weighed against the whole of the activities of the or- 
ganization, is less than a substantial part of the total, will not ordinar- 
ily operate to deny exemption. See, however, § 1.501 (c) (3)-1 (e) 
(2) for restrictions upon all political activities * * * 

“(c) Educational organizations (1) * * * To qualify as an exempt 
educational organization the methods employed by it must in fact 
educational. Thus, not only the purpose but also the activities of 
such an organization must be designed to disseminate knowledge and 
basic factual material rather than unsupported opinion. The fact that 
an organization has a particular viewpoint, or takes a particular posi- 
tion, with respect to the subject or subjects presented by it, and that it 
openly advocates such position, will not of itself operate to deny ex- 
emption if in its presentation of the subject or subjects there is a full 
exposition of the facts upon which the advocated position is premised 
whereby the individual or the public may form independent opinions 
or ceactinlen based upon a fair presentation of pertinent factual ma~ 
terial. Conversely, exemption may not be allowed under this section to 
an organization whose principal function, accomplished through its 
publications, lectures, or other media, is the presentation of opinion 
without pertinent facts which would permit the individual or the pub- 
lic to reach independent and informed conclusions. See subsection 
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(e) for regulations pertaining to propaganda to influence legislation 
and participation in political campaigns. * * * 

“(e) Proscribed activities—(1) Attempting to influence legislation. 
§ 501 (c) (3) denies exemption to organizations which are otherwise 
exempt under that section if a substantial part of their activities is 
attempting to influence legislation by propaganda or otherwise. The 
determination of whether such activities require the denial of exemp- 
tion depends upon the particular facts and circumstances in each 
situation. If an organization is formed for one or more of the exempt 
purposes set out in that section and if substantially all of its activities 
are actually devoted to such purpose or purposes, an incidental ad- 
vocacy of legislation will not operate to deny exemption. Thus, for 
example, if substantially all of the activities of an otherwise exempt 
educational organization are devoted to its exempt purpose the inci- 
dental publication of books or the giving of lectures which advocate 
or oppose an issue which is, or may be, the subject of legislative con- 
cern, or the presentation of a principle, idea, or belief the public sup- 
port of which might ultimately result in legislation, will not of itself 
require denial of exemption. However, exemption will be denied if 
a substantial part of the activities of an organization consists of activi- 
ties such as the publication or distribution of materials which present 
but one side of an issue and advocate legislation thereon, or the solici- 
tation of the votes of legislators for or against legislative proposals, 
or the presentation at political conventions of issues on which legisla- 
tion is sought. In determining whether such direct efforts to influ- 
ence legislation are substantial, they must be considered in connection 
with all other activities of the organization. 

“(2) Political activities. An organization which is otherwise 
exempt under the provisions of § 501 (c) (3) is denied exemption 
thereunder if it participates or intervenes in any political campaign on 
behalf of any candidate for public office. For the purpose of that 
section ‘candidate for public office’ means an individual who offers him- 
self, or is proposed by others, as a contestant for an elective public 
office, whether such office be national, state or local. Activities which 
constitute participation or intervention in a political campaign on 
behalf of a candidate include, but are not limited to, the publication or 
distribution of written or printed statements or the making of oral 
statements on behalf of such a candidate. The coincidental advocacy 
or espousal of a principle or philosophy or an issue, as distinguished 
from the advocacy of the candidacy of an individual, will not of itself 
operate to deny exemption to an organization which is otherwise 
exempt under this section merely because a particular candidate for 
public office also advocates or espouses the same principle, issue, or 
philosophy. If, in fact, however, the primary purpose of an organ- 
ization is thereby to support or oppose a particular candidate for 
Sosa: office rather than to espouse a principle, exemption may be 
denied. 

“81.501 (c) (6)-1 Business leagues, chambers of commerce, real 
estate boards, and boards of trade. A business league is an associa- 
tion of persons having some common business interest, the purpose of 
which is to promote such common interest and not to engage in a 
regular business of a kind ordinarily carried on for profit. It is an 
organization of the same general class as a chamber of commerce or 
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board of trade. Thus, its activities should be directed to the im- 
Requemnen of business conditions of one or more lines of business as 

aongnaned from the performance of particular services for indi- 
vidual persons. * * *” 

The fact that an organization carries on “propaganda” probably 
does not put it outside the limits of section 501 of the code. It is 
proscribed activity only if the propaganda is to influence legislation.® 

In 1954, then Assistant Commissioner of Internal Revenue Sugar- 

man, testified : 
“ * * * it is now reasonably established under the law that an or- 
—— may have as its ultimate objective the creation of a pub- 
ic sentiment favorable to one side of a controversial issue and still 
secure exempt status under section 101 (6) [now section 501], pro- 
vided it does not, to any ‘substantial degree,’ attempt to influence 
legislation, and provided further that its methods are of an educa- 
tional nature.” * 

This assertion is in accordance with the proposed regulations 
quoted above. 

TAX DEDUCTIBILITY STATUS 


Taxpayers, individual and corporate, may deduct contributions 
made to organizations having tax deductibility status. Section 170 
of the Internal Revenue Code (1954) provides: 


“CHARITABLE, ETC., CONTRIBUTIONS AND GIFTS 


“(a) Attowance or Depuction.— 

“(1) Generat ruLE.—There shall be allowed as a deduction 
any charitable contribution (as defined in subsection (c)) pay- 
ment of which is made within the taxable year * * * 

“(c¢) CHarrraste ContrisutTions Dertnep.—For purpose of this 
section, the term ‘charitable contribution’ means a contribution or gift 
to or for the use of— 

* * * * * * * 


“(2) A corporation, trust, or community chest, fund, * * * 

“(B) organized and operated exclusively for religious, 
charitable, scientific, literary, or educational purposes or for 
the prevention of cruelty to children or animals * * * 

“(D) no substantial part of the activities of which is carry- 
ing on propaganda, or otherwise attempting, to influence 
legislation.” 

The Bureau of Internal Revenue advises that regulations have not 
yet been issued under the 1954 Code for this section. The proposed 
regulations under the 1954 Code relating to section 170, as set forth 
in the Federal Register, August 7, 1956, contain no specific reference 
to or elaboration of the statutory language. The BIR advises that 
this is so because the criteria applicable will be those used under 
section 501 of the 1954 Code to determine the tax-exempt status of the 
recipient of the contribution. 


5 Assistant Commissioner of Internal Revenue Sugarman testified that this was the 
intent of Congress in enacting the 1934 Code, which added this provision to the statute. 
Hearings before Special House Committee To Investigate Tax Exempt Foundations, 
83d Cong., pursuant to H. Res. 217, p. 431 (1954). 

* Hearings, House Special Committee To Investigate Tax Exempt Foundations, 83d Cong., 
p. 433. 
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Until such regulations are adopted, the stopgap regulations provide 
that regulations issued under the corresponding provision of the prior 
code are in effect if not inconsistent with the 1954 Code. Regulations 
118, applicable to the Internal Revenue Code of 1939, contain the fol- 
lowing provisions concerning deductibility of contributions or gifts 
by individuals or corporations: 

“§ 39.23 (0)-1 Contributions or gifts by individuals. 

“(f) Sums of money expended for lobbying purposes, the promo- 
tion or defeat of legislation, the exploitation of propaganda, includ- 
ing advertising other than trade advertising, and contributions for 
campaign expenses, are not deductible from gross income. 

“§ 39.23 (q)-1 Contributions or gifts by corporations. 

“(a) A corporation may, subject to the limitations provided by 
§ 23 (q), deduct from its gross income contributions or gifts to organi- 
zations described in §23 (q) * * * Sums of money expended for 
lobbying purposes, the promotion or defeat of legislation, the exploita- 
tion of propaganda, including advertising other than trade advertis- 
ing, and contributions for campaign expenses are not deductible from 
gross income.” 

Section 170 of the 1954 Code combines in a single section the pro- 
visions of the 1939 Code relating to charitable contributions by in- 
dividuals—Section 23 (0), and charitable contributions by corpora- 
tions—Section 23 (q). The changes are not such as would make the 
prior regulations inconsistent with the provisions of the 1954 Code. 

Litigation under corresponding sections of prior revenue laws 
includes : 

Weylv. C.I. R. (48 F.2d 811 (C. A. 2d, 1931) ) a contribution to the 
League for Industrial Democracy was allowed as a contribution to 
a corporation organized and operated exclusively for educational pur- 
poses. The League was slated to make researches, give lectures, hold 
debates, write and distribute pamphlets and booklets, etc. The court, 
per Manton, J. noted that: “The fact that its aim may or may not re- 
semble that of a political party does not of itself remove it from the 
category of an association engaged in educational work * * *. The 
organization has no legislative program hovering over its activities.” 

Cochran v. C. I. R. (78 F. 2d 176 (C. A. 4th, 1935)), which upheld 
a deduction to the World League Against Alcoholism, based on a find- 
ing that it was exclusively educational. The court noted the absence 
of any legislative program or legislative agents. 

Faulkner v. C. 7. R. (112 F. 2d 987; C. A. 1st, 1940). Deduction 
allowed under section 23 (0) for contribution to Birth Control League 
of Massachusetts. There had been a fact finding that the League did 
not engage in legislative activities, despite a provision in its constitu- 
tion for such activity, the court necessarily holding that the purposes 
for which the group were organized were changed without formal 
change in the constitution. 

In connection with this subject, the following excerpts from a note 
“Tax Treatment of Lobbying Expenses and Contributions” (67 Harv. 
L. Rev. 1953-54, pp- 1412, 1413), are of interest: 

“* * * One device—the purchase-contribution—has been contrived 
to gain a charitable deduction despite the fact that the contribution 
supports a lobbying group’s activities. Though a sum paid to the 
National Economic Council cannot be deducted as an educational 
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donation,’ the NEC can sell to its patron a subscription to lobbying 
publications, which are then sent in the patron’s name to schools, 
churches, and public libraries. The donor may leave the selection of 
the ultimate donees to the conduit organization. Because the schovls 
and churches have section 23 (0) status, the patron takes a deduction 
for an educational contribution and pays no gift tax. Though it 
seems improper to determine these tax consequences by solely me- 
chanical criteria, a literal reading of the Code seems to permit no 
other result since section 23 (0), in classifying contributions, looks 
only to the donee’s activity. Some courts might refuse to accept mere 
formal compliance with the Code provisions, but a statutory amend- 
ment disallowing charitable contributions made pursuant to a lobby- 
ing program may nevertheless be necessary to curtail widespread cir- 
cumvention of the statute through this device.” 


DEDUCTION OF TRADE OR BUSINESS EXPENSES 


Among the itemized deductions for individual and corporate tax- 
payers is that provided for by title 26, United States Code Annotated, 
section 162 (a), which reads in part as follows: 

“(a) In GeneraL.—There shall be allowed as a deduction all the 
ordinary and necessary expenses paid or incurred during the taxable 
year in carrying on any trade or business, * * * ” 

This is identical with the corresponding provision of the 1939 Code ” 
and Committee Reports under the new law emphasize that no sub- 
stantive change from the previous statutory treatment was intended.” 

The Bureau of Titernal Revenue advises that regulations have not 
yet been issued under this section. Proposed regulations were issued 
and printed in the Federal Register July 10, 1956. In the meantime, 
under the stopgap regulation, regulations applicable to the correspond- 
ing provision of the prior code are in effect if not inconsistent with the 
1954 Code. 

The old regulations issued under this subdivision do not specifically 
proscribe deduction of contributions made for legislative purposes. 
However, regulations issued under subdivision (0) “Contributions or 
gifts by individuals” and (q) “Contributions or gifts by corpora- 
tions” provide: 

“Sums of money expended for lobbying purposes, the promotion 
or defeat of legislation, the exploitation of propaganda, including 
advertising other than trade advertising, and contributions for cam- 
paign expenses are not deductible from gross income.” [Regs. 118, 
sections 39.23 (0) (1) (f) and 39.23 (q) (1) (a).] 

In a United States Supreme Court case concerning an identical reg- 
ulation under a prior code, it was held that the prohibition of sections 
23 (o) and (q) barred the deduction of the prohibited type under 
section 23 (a) also (Tewtile Mills Securities Corp. v. Commr., 314 


7 See Du Pont v. U. 8., 97 F. Supp. 944, 945 (Del. 1951). 

®See 96 Congressional Record A4865-A4870 (1950) eee discussing this 
device) Rumeley v. U. 8., 197 F. 2d 166, 169-171 (C' A. D. C., 1952), aff'd. 345 U. S. 41 
(1953) (description of the device as used by the Committee for Constitutional Govern- 
ment); Wall St. Journal, February 15, 1954, p. 13 (full page advertisement by the CCG 
soliciting purchase-contributions). 

®*Compare Du Pont vy. U. 8., 97 F. Supp. 944 (Del. 1951), with hearings, supra, note 3, 
pt. 4, at 162-200. 

1 Sec. 23 (a) (1) (A). 

11H. Rept. 1337, 83d Cong., 2d sess., p. A483; S. Rept. 1622, 88d Cong., 2d sess., p. 196. 











230 POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 


U. S. 326 (1941)). Petitioner corporation had been retained on a 
contingent basis by German textile interests, to secure legislation, 
which passed (Settlement of War Claims Act of 1928, 45 Stat. 254). 
Petitioner took deductions for payments to two lawyers and a “pub- 
licist” in 1929 and 1930. This produced a net loss in each year, 
which was carried forward and applied against income for 1931, 
Commissioner disallowed deductions and determined deficiency (BTA 
disa , 388 BTA 623; CCA reversed the Board, 117 F. 2d 62). 
Held, expenses not deductible, per Douglas, J. Petitioner had 
sought to deduct the payments as “ordinary and necessary expenses” 
within the meaning of section 23 (a). The Court cited the provisions 
of the then section 23 (n) [later sec. 23 (0), now sec. 170] and regu- 
lations thereunder identical with those cited in the text above. 

Argument that the regulation was not applicable because it was not 
specifically incorporated under section 23 (a) was dismissed as 
“frivolous.” 

The Court noted in passing that in this case the contract was con- 
tingent, stating: 

“Contracts to spread such insidious influences through legisla- 
tive halls have long been condemned,” 


citing 7'rist v. Child (21 Wall. 441), and Hazelton v. Shekells (202 
U.S. 71), but indicated that: 


“Whether the precise arrangement here in question would vio- 
late the rule of those cases is not material.” 


The chairman of the taxation section of the committee on publica- 
tions of the American Bar Association, George D. Webster, in an 
article in 42 American Bar Association Journal 175 (Feb. 1956) en- 
titled “Deductibility of Lobbying and Related Expenses” states that 
the holding of the Textile Mill case “was clearly not limited to [con- 
tingent fee] type of lobbying.” Some doubt on this assertion is con- 
tained in the following language of the opinion: 

“Whether the precise arrangements here in question would violate 
the rule of those cases is not material. The point is that the general 
policy indicated by those cases need not be disregarded by the rule- 
making authority in its segregation of nondeductible expenses. There 
is no reason why, in absence of clear Congressional action to the con- 
trary, the rulemaking authority cannot employ that general policy in 
drawing a line between legitimate business expenses and those arising 
from that family of contracts to which the law has given no sanction. 
The exclusion of the latter from ‘ordinary and necessary’ expenses 
certainly does no violence to the statutory language. The general pol- 
icy being clear, it is not for us to say that the line was too strictly 
drawn.” 

Webster’s article further asserts that: 


“The recent case of Lilly v. Commissioner (343 U.S. 90 (1952) ) 
makes it clear that Textile Mills is based not on considerations of 
public policy but on the administrative interpretation of the statu- 
tory business expense section.” 

In the Lilly case, payments by optometrists to doctors were held de- 


ductible as “ordinary and necessary” business expenses under section 
23 (a) (1) (A), IRC. The court stated: 








POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 23] 


“The instant case does not come within [the Textile Mills case] 
precedent,” 
describing the Textile Mills case holding as follows: 

“* * * this Court accepted an interpretation of that section by a 
Treasury Regulation which disallowed the deduction of certain ex- 
penditures for lobbying purposes. In doing so, the Court referred to 
the fact that some types of lobbying expenditures had long been eon- 
demned by it, and that the interpretive regulation had itself been in 
effect many years with congressional acquiescence.” 

The Tax Court had held, as a matter of law, that payments were 
not deductible “because the contracts * * * violated public policy.” 
14 T. C. at 1086 (emphasis supplied by Supreme Court). The Su- 
preme Court reversed the Court of Appeals’ affirmance of the Tax. 
Court Decision, stating: (1) 

“There is no statement in the Act or in its accompanying regu- 
lations, prohibiting the deduction of ordinary and necessary busi- 


ness expenses on the ground that they violate or frustrate ‘public 
999. 


policy’ ”; 
and (2) assuming arguendo that some business expenditures which 
are ordinary and necessary in the generally accepted meaning of those 
words may not be deductible under 23 (a) (1) (A) when they 
“frustrate sharply defined national or state policies proscribing 
particular types of conduct” 
(quoting from @. J. R. v. Heininger, 320 U. S. 467, 473), the expendi- 
tures in question “do not fall in that class.” 
The proposed regulations under the 1954 Code relating to section 
162 (a) read in part as follows: 
“$1.162-15 Hacepted contributions. 
a ¥ * & x * + 


“(c) Expenditures for lobbying purposes, for the promotion or 
defeat of legislation, for political purposes, or for the development 
or exploitation of propaganda (including advertising other than trade 
advertising) relating to any of the foregoing purposes, are not de- 
ductible from gross income. No payment made, either directly or 
through any organization, for the specific DaSP ies of attempting to 
promote or defeat legislation shall be deductible. Other payments, not 
so made and otherwise meeting the requirements of the regulations 
under section 162, when made as dues or contributions to a trade or 
business organization, may be deductible under some circumstances, 
even though influencing, or attempting to influence, legislation is 
incidentally involved in the use by such organization of such pay- 
ments, Thus, the payment of such amounts made as dues or contribu- 
tions to— 

“(1) A labor, agricultural, or horticultural organization, ex- 
empt under section 501 (c) (5),or 


(2) A business league, chamber of commerce, real-estate 
board, or board of trade, exempt under section 501 (c) (6), for 
the furtherance of the general purposes and program of such an 
organization in promoting the common economic interests repre- 
sented, shall be deductible in full if the activities of such organi- 
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zation which consist of lawfully attempting to promote or defeat 
legislation are incidental to the organization’s general purposes 
and programs.” 

The corresponding section of the prior Internal Revenue Code has 
produced much more litigation than the sections previously men- 
ae Cases go both ways, and, accordingly, some will be sum- 
marized. 


Cases allowing deductions 

Donations to multipurpose organizations which deal with legisla- 
tion only incidentally are deductible. In Liberty Nat. Bank & Trust 
Co. v. U. 8. (122 F. Supp. 759 (D. C. W. D. Ky. 1954)), deductions 
which were upheld had a made to the Louisville League of Women 
Voters, as to which the Court made a finding of fact “* * * legislative 
activities did not constitute a major or a substantial part of the 
League’s activities * * * and were inconsequential and sporadic and 
not in pursuance of any legislative program of the League.” 

Smoky Mtns. Beverage Co. v.C.1. R. (22 T. C. 1249 (1954) ), which 
allowed deductions under section 23 (a) for expenditures made to re- 
imburse an executive for travel. The questioned travel was found to 
have been “to check a bill before the Tennessee Legislature” and for 
the purpose of “comparing” the bill with legislation of other States. 

Richmond Hosiery Mills v. C. I. R. (6 BTA 1247 (1927) ), approved 
a deduction of payments to “American Protective Tariff League,” 
found to be “organization * * * having for its purpose the gathering 
of statistics * * * keeping corporations advised as to tariff legisla- 
ee, a 

In Los Angeles & Salt Lake R. R. Co. v. C. I. R. (18 BTA 165 
(1929) ), amounts paid to a trade association to enable it to carry 
out a program of institutional advertising were held deductible as 
ordinary and necessary expenses. The ads in question were intended 
to influence public opinion on a matter which was before the Con- 

ess. [Note: decided prior to Textile Mills decision. } 

Deduction of dues to the United States Chamber of Commerce and 
to a local Chamber were allowed as “ordinary and necessary” in 
Smith-Bridgman & Co. v. C. I. R. (16 T. C, 287 (1951) ), but no 
reference was made to any attempts by the Chamber to influence leg- 
islation, and they were apparently not considered by the court. 

In American Factors, Ltd. v. Kanne (76 F. Supp. 133 (D.C. T. H., 
1948) ), a deduction of a contribution by a corporation to the Hawai- 
ian Bureau of Government Research was upheld by the District 
Court as an “ordinary and necesary expense.” The Bureau was 
stated by the court to have been “created to gather statistical infor- 
mation and report on public affairs, legislation, social and economic 
which affected or might affect taxpayers.” 

In Lucas v. C. I. R. (49 F. 2d 1027 (CA 5th 1931)), the taxpayer 
had hired an attorney who appeared before the Governor and vari- 
ous committees of the State Legislature, and “explained and advocated 
the passage of the bill which he had drawn.” Held, deductible as 
ordinary and necessary expense, the court stating: 

“The attorney was employed, not to secure the passage or defeat 
of any legislation, but to represent, by argument in a public and 
legitimate manner, to the Governor and to the legislative commit- 
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tees the injurious effect the legislation first proposed would have 
upon the respondent’s business. Neither what was agreed to be 
done or what was actually done constituted lobbying.” [Note: de- 
cided prior to Textile Mills case. | 

In /ndependent Brewers Co. (4 BTA 870 (1926)), deduction of 
payments to trade associations were allowed on a finding that one 
association “was not used or intended to be used in lobbying for 
the promotion or defeat of legislation” and that another “was inter- 
ested in contesting the constitutionality of the Prohibition Amend- 
ment.” 

In Smith v. C. 1. R. (3 T. C. 696 (1944) ), petitioner lawyer was de- 
nied under section 23 (0), but allowed under section 23 (a), deduction 
for contribution made to Missouri Institute for the Administration of 
Justice, which was formed to secure a state constitutional amendment 
by initiative and ballot. The court held that deduction under (0) was 
improper, as the organization was not exclusively “educational.” As 
to deduction under (a), the court noted that no “lobbying of any kind 
before any legislative body” was involved, as “no legislation was 
needed.” 


Cases disallowing deductions 


Expenditures to influence legislation need not be generally consid- 
ered as “lobbying” in order to be nondeductible. In Bellingrath v. 
0.1. R. (46 BTA 89 (1942)), disallowance of alleged “ordinary and 
necessary” business expense in the form of dues to the Alabama Bot- 
tlers Association was upheld. Activity of the Association, through its 
attorney, consisted of gathering material and information for use by 
members at legislative committee meetings, and for each member to 
present to his respective legislators. The court said: “The sums in 
question were not expended * * * for lobbying purposes. They were 
expended for the defeat of * * * legislation,” and indicated that it 
felt bound by the Textile Mills case. 

In Sunset Scavenger v. C.I. R. (84 F. 2d 453 (C. A. 9th oot ). de- 
ductions to avert passage of unfavorable legislation were disallowed. 
Activity consisted of printing and distributing pamphlets, and hiring 
speakers. 

James J. Forstall v. C. I. R. (29 BTA 428 (1933)) held nonde- 
ductible contributions made to the League of Nations Assn., as not 
being a corporation organized and operated exclusively for educa- 
tional purposes. Activity of the Association included preparation 
and dissemination of material on the subject of the League, attempts 
to influence public opinion and candidates on the subject, letter writ- 
ing to legislators, etc. The court noted: 

“The organizers of the Association adopted one side of the question 
and incorporated the Association for the stated purpose of bringin 
public opinion in line with their views through the Hisseniination 0 
literature, etc. They were in the final analysis advocates of a change 
in existing methods of dealing with certain international questions 
by our Government. * * *” 

Deduction of dues paid to the “Good Roads Association,” the “Tax- 
payers League,” and the “Washington Wholesalers Beer Assn.” were 
disallowed in MeClintock-Trunkey v. C. I. R. (19 T. C. 297 (1952) ) 
after a finding of fact that “a substantial part of the activities * * * 
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was devoted to lobbying purposes, the promotion or defeat of legisla- 
tion, and the exploitation of propaganda.” The decision was reversed 
on other grounds by the Court of Appeals, 9th Circuit. 

Old Mission Portland Cement Co. v. 0.1. R. (69 F. 2d 676 (C. A. 
9th, 1934) ) upheld an order of the BTA which had disallowed deduc- 
tions (as ordinary and necessary business expense) of contributions 
listed on petitioner’s books as “All California Highway Lobbying 
$3,000.” Petitioner’s witness had testified, the court said, “that the 
term lobbying might be interpreted as being correct.” The contribu- 
tion was louabeuk by the court as follows: 

“Tn 1926, petitioners contributed $3,000 to a fund to be used in a 
statewide campaign on a referendum to increase the gasoline sales tax 
in California, in order to provide the state with much needed funds for 
additional road construction and maintenance over a period of twelve 
years. The referendum was successful and the state embarked on an 
extensive road building campaign, using large quantities of cement 
and cement materials of which petitioner furnished its proportionate 
share.” 

Stralla v. C. I. R. (9 T. C. 786 (1947) ) disallowed gambling ship 
operator’s legal and public relations fees, on several grounds. 

McGlue v. C. I. R. (45 BTA 757 (1941) ) disallowed deduction of 
sums spent by lawyer taxpayer to organize “Junior Democratic Cru- 
saders” and to elect various officials, the former operation having been 
described by taxpayer as “sort of a political blitzkreig,” the court 
stating “expenditures for the purpose of exerting political influence are 
contrary to public policy and for that reason are not deductible.” 

In H. R. Cullen v. C. I. R. (41 BTA 1054 (1940) ), an oil man was 
denied deduction on sums paid to oppose poreege of federal legislation 

iving Secretary of Interior “control of the oil industry in Texas.” 

pinion stated “disbursements were too remote in their relationship 
to petitioner’s business * * * extraordinary in character * * * and 
* * * for the purpose of influencing legislation, which is outside the 
normal conduct of a business enterprise.” 

In American Hardware v. C. 1. R. (202 F. 2d 126; C. A. 4th, 
1953), the court held that contributions to the National Tax Equality 
Association were not deductible, either as ordinary and necessary ex- 
penses under section 23(a) (1) (A), or under section 23(q) (2), contri- 
butions to charitable corporations. The Tax Court had made a find- 
ing of fact that NTEA was “organized and primarily operated from 
its inception * * * for the carrying on of propaganda with the ulti- 
mate objective being a revision of the tax structure.” The Circuit 
Court said that this finding was supported by the evidence, and noted 
that NTEA “had endeavored * * * to conduct educational and re- 
search activities relative to the disparities in * * * statutes affecting 
business and to disseminate information to civic organizations and 
representatives of business affected thereby and to the public and to 
federal and state governments.” Further, the court stated that it was 
following the reasoning of the Supreme Court in the Textile Mills 
case. 

Similar factual findings by the Tax Court as to NTEA were up- 
held by the 8th Circuit in Roberts Dairy Co. v. C. 7. R. (195 F. 2d 
948 (C. A. 8th, 1952); cert. den. 344 U. S. 865). The court upheld 
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the anes of a deduction of a contribution to NTEA although 
it said: 

“NTEA did not engage in lobbying activities, had no Con- 
gressmen on its mailing list and did not request to appear before 
congressional committees * * *,” 

In Montgomery v. U. S. (63 U. S. Ct. Cls. 588 (1927) ), deduction 
was denied, the court stating: 

“On the second point the question for determination is whether or 
not the American Institute of Accountants was a corporation or asso- 
ciation organized and operated exclusively for scientific and educa- 
tional purposes. One of the purposes set forth in its article of incor- 
poration was “* * * to safeguard the interest of public accountants 
* **” Tn furtherance of this purpose Article IV of the Constitution 
provided for the appointment of certain committees, one of which was 
for federal legislation, and another was for state legislation. The 
evidence shows that whenever and wherever efforts were made to en- 
act legislation which, in the belief of the American Institute of Ac- 
countants, would result in lowering the standard of qualification for 
admittance to membership in the institute every reasonable effort was 
made by these committees to defeat such legislation. It was also a 
= of the duty of said committees to procure legislation believed to 

e suitable for the purpose of the institute where no such legislation 
already existed. Conceding that this service might be regarded as 
entirely meritorious it is, nevertheless, a scope of activity which is 
clearly incompatible with the spirit and purpose of the exempting 
statute. 

Payments to a political leader for “political influence” were disal- 
lowed as a deduction in Rugel v. C. 7. R. (127 F. 2d 393 (C. A. 8th, 
1942)). 

In Harden M. L. Co. v. C. I. R. (187 F. 2d 282 (C. A. 10th, 1943) ; 
cert. den., 320 U. S. 791), it was held that payments for exerting politi- 
cal influence are not ordinary and necessary business expenses and are 
therefore not deductible This case involved disallowance of sums 
paid to a partnership for promoting sales of rock asphalt for highway 
use, where two of the partners were majority leaders of the Oklahoma 
State Senate and State House of Representatives. 

In Flanagan v. Conumr. of Internal Revenue (47 BTA 782 (1942)), 
expenditures by a taxpayer for the entertainment of public officials 
of town and county governments with which he has or seeks contracts 
were held to be not deductible, as being contrary to public policy. The 
opinion stated, inter alia— 

“Such entertainment of public officials who necessarily have a direct 
or indirect relation to the contracts which petitioner seeks is, speak- 
ing generally, commonly regarded as contrary to the public interest. 
It is as much against public policy as expenditures to influence legis- 
lation; and such expenditures have been consistently denied deducti- 
bility, irrespective of the absence in the concrete case of a venal motive. 
Textile Mills Securities Corp. v. Commr. (314 U. S. 326).* * * We 
hold that the deduction is also withheld by the statute from expendi- 
tures by one who is selling materials under contract with towns and 
counties for entertaining public officials, even though it does not ap- 

926935716 
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per, that the expenditures are repugnant to express provisions of 
aw 


Taxpayer-lobbyist 

If the taxpayer is himself a lobbyist, different questions arise under 
Section 162 (a). Black v, U. S. (129 F. Supp. 956, U. S. Ct. Cls. 
(1955)) concerned a taxpayer named Loring Black, who had been 
employed in 1937 by the U. S. Cane Sugar Refiners Associations at 
$56,750 per year to secure legislation favorable to the interests of the 
Association. Under the decision he was permitted to deduct one-half 
of his hotel expenses, which were attributable to his lobbying activity. 


EXPENSES INCIDENT TO PUBLIC OFFICE 


The IRC Code term “trade or business” includes holding public 
office, elective or appointive.” So, Members of Congress may deduct, 
as a business expense, sums spent for clerk hire in excess of their 
statutory allowance.“ Similarly, amounts spent in addressing form 
letters to constituents are deductible.“ 

Campaign expenditures are not deductible as ordinary and neces- 
sary business expenses, or as nonbusiness expenses, regardless of 
whether the candidate is elected or defeated, nor are they deductible 
as losses from sale of property, as it is held that the transaction was 
not entered into for profit..° Nor are expenses incident to contested 
election disputes deductible.* 


GIFT-TAX PROVISIONS 


Although there is a scarcity of factual information available to the 
public on the subject, it has been asserted that in many cases the per- 
son reported as a substantial contributor to political campaign funds 
is merely lending the use of his name to another person. Such a 
practice can stem from a variety of reasons, including a desire on the 
part of the recipient or the reported giver not to have giver’s name on 
public record ; or to avoid statutory limitations on maximum contribu- 
tions. In such cases the transfer from the giver to the listed contrib- 
utor can be regarded as a gift and the gift-tax provisions of the Inter- 
nal Revenue Code assume significance. 

In addition, persons who contribute substantial sums to groups 
which interest themselves in legislation are well-advised to consider 
the gift-tax implications in their giving. In Du Pont v. U.S. (97 F. 
Supp. 944 (D. C. Del. 1951)), taxpayer had made a payment to the 
National Economic Council, which he listed on his gift tax return, and 
claimed a deduction thereof. Under the gift-tax statute and regula- 
tions, deductions were allowed of gifts to educational, etc., organiza- 
tions if, inter alia, “no substantial part of its activities is carrying on 


12 Sec. 7701 (a) (26). 

33 OD 310, CM1, p. 104. 

4% IT 4095, CB 1952-52, p. 90. 

% McDonald vy. CO. I. R., 323 U. 8S. 57 (1944) annotation, 155 A. L. B. 128 (candidate 
defeated) ; Mays v. Bowers, 201 F. 2d 401 (C. A. 4th, 1953) (candidate elected). In 
McDonald v. C. I. R., there was no opinion of the Court. Three Justices (Stone, Roberts, 
Jackson) concurred with Justice Frankfurter’s opinion that petitioner’s campaign expenses 
were not deductible under sec. 23 (a). Mr. Justice Rutledge concurred in the result, and 
three other Justices (Reed, Douglas, Murphy) joined in a dissenting opinion of Justice 
Black. As to expenditures to a campaign committee, see David A. Reed, 13 BTA 518. 

16 Rey. Rul. 1, CB 1953-1, p. 36. 
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propaganda, or otherwise attempting, to influence legislation.” After 
audit the Commissioner disallowed the deduction. Thereafter, tax- 
payer claimed a refund of tax paid on the grounds that the payment 
was for services to be performed “as experts in the field of monetary, 
business, and political conditions * * * warning against dangers and 
encouraging soundness.” Held, payment is a gift and taxpayer is 
not entitled to refund. 


BAD DEBT PROVISIONS 


Section 271, Internal Revenue Code (1954) states that no deduction 
shall be allowed a taxpayer (other than a bank) “by reason of the 
worthlessness of any debt owed by a political party,” either under 
section 166 (relating to bad debts) or under section 165 (g) (relating 
to worthlessness of securities). The same section (271) broadly 
defines “political party” to include local committees which accept 
contributions or make expenditures in attempts to influence elections 
to Federal, State or local office. 

House Report No. 1337, 83d Congress, 2d session (on the 1954 Code) 
states that section 271 corresponds to section 23 (k) (6) of the 1939 
Code and “no substantive change is made.” 


CONCLUSIONS 


Tax-exempt organizations lose that status if a substantial part of 
their activity consists of attempting to influence legislation or elections. 

Organizations having deductibility status lose such status if a sub- 
stantial part of their activities consists of attempts to influence 
legislation. 

The business-expense deduction is denied expenditures for the pur- 
pose of influencing legislation, but the Bureau of Internal Revenue 
appears in recent years to have confined most of its proceedings to 
cases involving either a taint of illegality or an illegal business. 

Campaign expenses of a candidate cannot be demeested by him. 

Gift-tax provisions apply to contributions by individuals to organi- 
zations, and if a substantial part of the organization’s activity is 
influencing legislation, the amount of the gift is not deductible and 
the gift is subject to tax. 

Bad debts to political parties cannot be written off for tax pur- 
poses.*? 


17 Attention is invited to the following quotations, encountered in the course of research 
on this subject: 

In Girard Trust Co. v. C. I. R. (122 F. 24 108 (C. A. 3d, 1941)), the court said: 

“A bright line between that which brings conviction to one person and its influence 
on the body politic cannot be drawn. Mr. Justice Holmes forcefully puts it: ‘If you 
* * * want a certain result with all your heart you naturally express your wishes in 
law and sweep away all opposition.’” (The Holmes quote is from the dissenting opinion 
in Abrams v. U. 8., 250 U. 8. 616 (1919).) 

Judge Learned Hand, in Slee v. 0. J. R. (42 F. 2d 184 (C. A. 2d, 1929)) stated: 

“Political agitation as such is outside the statute, however innocent the aim, though 
it adds nothing to dub it pcre ae. a polemical word used to decry the publicity of 
the other side. Controversies of that sort must be conducted without public subvention ; 
the Treasury stands aside from them.” 











FEDERAL CORRUPT PRACTICES ACT, 1925, 
AS AMENDED TO MAY 20, 1955 


[Approved February 28, 1925; as amended June 25, 1943; and further amended 
June 20, 1947, June 25, 1948, May 24, 1949, and October 31, 1951] 


[Public No, 506, 65th Cong., as amended by Public No. 89, 78th Cong., and further 
amended by Public Nos. 101 and 772, 80th Cong., Public No. 72, 81st Cong., 
and Public No. 248, 82d Cong.] 


TITLE II.\—FEDERAL CORRUPT PRACTICES 
ACT, 1925 


Sec. 301. CITATION. (February 28, 1925, ch. 368, 
sec. 301, 43 Stat. 1070; 2 U. S. C., sec. 256.) 


Sec. 301. This title may be cited as the ‘Federal Tile 
Corrupt Practices Act, 1925.” 


Sec. 302. DEFINITIONS. (February 28, 1925, ch. 368, 
sec. 302, 43 Stat. 1070; 2 U.S. C., sec 241.) 


Sec. 302, When used in this title— 

(a) The term “election” includes a general or special Meaning of 
election,? but does not include a primary election or kiection 
convention of a political party; 

(b) The term ‘“‘Candidate” means an individual whose ©ndidate 
name is presented at an election for election as Senator 
or Representative in, or Delegate or Resident Commis- 
sioner to, the Congress of the United States, whether or 
not such individual is elected; 

(c) The term “political committee” includes any com- Political 
mittee, association, or organization which accepts con- 
tributions or makes expenditures for the purpose of 
influencing or attempting to influence the election of 
candidates or cuenidennial and vice presidential electors 
(1) in two or more States, or (2) whether or not in more 
than one State if such committee, association, or organ- 
ization (other than a duly organized State or local com- 
mittee of a political party) is a branch or subsidiary of a 
national committee, association, or organization; 

1 The Federal Corrupt Practices Act was enacted as title ITI, sections 301-318 of ‘An Act reclassifying the 
salaries of postmaster and employees of the Postal Service, readjusting their salaries and compensation on 
an equitable basis, increasing postal rates to provide for such readjustment, and for other purposes”’ (43 
a acctions 310-813 have been repealed and codified to appear in title 18, United States Code and are no 
longer a part of the Corrupt Practices Act, but are given herewith to retain the continuity of the original 
7 The words “and, in the case of a Resident Commissioner from the Philippine Islands, an election by 


the Philippine islature,” were omitted by Presidential Proclamation No. 2695, as authorized by Act 
July 4, 1946, 11 F. R. 7517, 60 Stat. 1352. 
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Contribution (d) The term “contribution” includes a gift, subscrip- 
tion, loan, advance, or deposit, of money, or anything of 
value, and includes a contract, promise, or agreement 
whether or not legally enforceable, to make a contri- 
bution; 

Bxpentiige® (e) The term ‘expenditure’ includes a payment, dis- 
tribution, loan, advance, deposit, or gift, of money, or 
anything of value, and includes a contract, promise, or 
agreement, whether or not legally enforceable, to make 
an expenditure; 

Person (f) The term “person” includes an individual, partner- 
ship, committee, association, corporation, and any other 
organization or group of persons; 


Clerk g) The term “Clerk” means the Clerk of the House 
of Representatives of the United States; 

Secretary (h) The term “Secretary” means the Secretary of the 
Senate of the United States; 

State (i) The term “State” includes Territory and possession 


of the United States. 


Nore.—Section 591 of title 18 as enacted by Public Law 772, Eightieth Congress, second session, June 25, 
1948, defines, for the purposes of sections 597, 599, 602, 609, and 610 of the revised title 18, the terms in 
to in paragraphs (a)-(f) and (i) of section 302. Sections 597, 599, 602, and 610 of the new title 18 superseded 
sections 311, 310, 312, and 313 respectively of the Corrupt Practices Act. See, infra, notations under these 
sections. The act of May 24, 1949 (63 Stat. 90) amended section 591 by elimination from the definition of 
ie the reference to the Resident Commissioner from the Philippines. Section 591, as amended, is 
as follows: 

“Sec. 691. Definitions 

“When used in sections 597, 599, 602, 609, and 610 of this title— 

“The term ‘election’ includes a general or special election, but does not include a primary election or convention 
of a political party; 

“The term ‘candidate’ means an individual whose name (8 presented for election as Senator or Representative 
in, or Delegate or Resident Commissioner to, the Congress of the United States, whether or not such individual 
is "elected: 

“The term‘ political committee’ includes any committee, association, or organization which accepts contributions 
or makes expeniitures for the purpose of influencing or attempting to influence the election of candidates or presi- 
dential and vice presidential electors (1) in two or more States, or (2) whether or not in more than one State, if such 
committee, association, or organization (other than a duly organized State or local committee of a political party) 
is a branch or subsidiary of a national committee, association, or organization; 

“The term ‘contribution’ includes a gift, subscription, loan, advance, or deposit, of money, or anything of value, 
and includes a contract, promise, or agreement to make a contribution, whether or not legally enforceahle; 

“The term ‘erpenditure’ includes a payment, distribution, loan, advance, deposit, or gift, of money, or anything 
of value, and includes a contract, promise, or agreement to make an expenditure, whether or not legally enforceable; 

“The term ‘person’ or the term ‘whoever’ includes an individual, partnership, committee, association, corpora- 
tion, and any other organization or group of persons; 

“The term ‘State’ includes Territory and possession of the United States.” 


Sec. 303. CHAIRMAN AND TREASURER OF POLITI- 
CAL COMMITTEES: DUTIES AS TO CONTRIBUTIONS: 
ACCOUNTS AND RECEIPTS. (February 28, 1925, ch. 
368, sec. 303, 43 Stat. 1071; 2 U.S. C., sec. 242). 


een, Sec. 303. (a) Every political committee shall have a 
Officers required Chairman and a treasurer. No contribution shall be 
accepted, and no expenditure made, by or on behalf of a 
political committee for the purpose of ee TenrING an 


election until such chairman and treasurer have been 
chosen. 
Accounts to be r — ses 
Le by treesurer  (D) It shall be the duty of the treasurer of a political 
committee to keep a detailed and exact account of— 
Receipts (1) All contributions made to or for such committee; 


(2) The name and address of every person making any 
such contribution, and the date thereof; 
Expenditures (3) All expenditures made by or on behalf of such 
committee; and 
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(4) The name and address of every person to whom 
any such expenditure is made, and the date thereof. 

(c) It shall be the duty of the treasurer to obtain and 
keep a receipted bill, stating the particulars, for every 
expenditure by or on behalf of a political committee 
exceeding $10 in amount. The treasurer shall preserve 
all receipted bills and accounts required to be kept by 
this section for a period of at least two years from the 
date of the filing of the statement containing such items. 


Sec. 304. ACCOUNTS OF CONTRIBUTIONS RE- 
CEIVED. (February 28, 1925, ch. 368, sec. 304, 43 Stat. 
1071; 2 U.S. C., sec. 243.) 


Sxc. 304. Every person who receives a contribution 
for a political committee shall, on demand of the treas- 
urer, and in any event within five days after the receipt of 
such contribution, render to the treasurer a detailed 
account thereof, including the name and address of the 
person making such contribution, and the date on which 
received. 


Sec. 305. STATEMENTS BY THE TREASURER FILED 
WITH CLERK OF HOUSE OF REPRESENTATIVES. 
(February 28, 1925, ch. 368, sec. 305, 43 Stat. 1071; 
2 U.S. C., sec. 244.) 


Suc. 305. (a) The treasurer of a political committee 
shall file with the Clerk between the Ist and 10th days 
of March, June, and September, in each year, and also 
between the 10th and 15th days, and on the 5th day, 
next preceding the date on which a general election is 
to be held, at which candidates are to be elected in two 
or more States, and also on the Ist day of January, a 
statement containing, complete as of the day next pre- 
ceding the date of filing— 

(1) The name and address of each person who has 
made a contribution to or for such committee in one or 
more items of the aggregate amount or value, within 
the calendar year, of $100 or more, together with the 
amount and date of such contribution; 

(2) The total sum of the contributions made to or 
for such committee during the calendar year and not 
stated under paragraph (1); 

(3) The total sum of all contributions made to or for 
such committee during the calendar year; 

(4) The name and address of each person to whom an 
expenditure in one or more items of the aggregate amount 
or value, within the calendar year, of $10 or more has 
been made by or on behalf of such committee, and the 
amount, date, and purpose of such expenditure; 

(5) The total sum of all expenditures made by or on 
behalf of such committee during the calendar year and 
not stated under paragraph (4); 


Receipted bills 
to be kept 


Contributions 
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to the treasurer 


Statements in 
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Filing dates 


Requirements 


List of 
contributors of 
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(6) The total sum of expenditures made by or on 
behalf of such committee during the calendar year. 

(b) The statements required to be filed by subdivision 
(a) shall be cumulative during the calendar year to which 
they relate, but where there has been no change in an 
item reported in a peers statement only the amount 
needed to be carried forward. 

(c) The statement filed on the 1st day of January shall 
cover the preceding calendar year. 


Sec. 306. STATEMENTS BY OTHERS THAN POLITI- 
CAL COMMITTEE FILED WITH CLERK OF HOUSE OF 
REPRESENTATIVES. (February 28, 1925, ch. 368, sec. 
306, 43 Stat. 1072; 2 U.S. C., sec. 245.) 


Sec. 306. Every person (other than a political com- 
mittee) who makes an expenditure in one or more items, 
other than by contribution to a political committee, 
aggregating $50 or more within a calendar year for the 
purpose of influencing in two or more States the election 
of candidates, shall file with the Clerk an itemized 
detailed statement of such expenditure in the same man- 
ner as required of the treasurer of a political committee 
by section 305. 


Sec. 307. STATEMENTS BY CANDIDATES FOR SEN- 
ATOR, REPRESENTATIVE, DELEGATE, OR RESIDENT 
COMMISSIONER FILED WITH SECRETARY OF SENATE 
AND CLERK OF HOUSE OF REPRESENTATIVES. (Feb- 
ruary 28, 1925, ch. 368, sec. 307, 43 Stat. 1072;2 U.S.C., 
sec. 246.) 

Sec. 307. (a) Every candidate for Senator shall file 
with the Secretary and every candidate for Representa- 
tive, Delegate, or Resident Commissioner shall file with 
the Clerk not less than ten nor more than fifteen days 
before, and also within thirty days after, the date on 
which an election is to be held, a statement containing, 
complete as of the day next preceding the date of filing— 

(1) A correct and itemized account of each contribu- 
tion received by him or by any person for him with his 
knowledge or consent, from any source, in aid or support 
of his candidacy for election, or for the purpose of in- 
fluencing the result of the election, together with the 
name of the person who has made such contribution; 

(2) A correct and itemized account of each expenditure 
made by him or by any person for him with his knowledge 
or consent, in aid or support of his candidacy for election, 
or for the purpose of influencing the result of the election, 
together with the name of the person to whom such ex- 
penditure was made; except that only the total sum of 
expenditures for items specified in subdivision (c) of 
section 309 need be stated; 
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(3) A statement of every promise or pledge made by 
him or by any person for him with his consent, prior to 
the closing of the polls on the day of the election, relative 
to the appointment or recommendation for appointment 
of any person to any public or private position or em- 
ployment for the purpose of procuring support in his 
candidacy, and the name, address, and occupation of 
every person to whom any such promise or pledge has 
been made, together with the description of any such 
position. If no such promise or pledge has been made, 
that fact shall be specifically stated. 

(b) The statements required to be filed by subdivision 
(a) shall be cumulative, but where there has been no 
change in an item reported in a previous statement only 
the amount need be carried forward. 

(c) Every candidate shall inclose with his first state- 
ment a report, based upon the records of the proper 
State official, stating the total number of votes cast for 
all candidates for the office which the candidate seeks, 
at the general election next preceding the election at 
which he is a candidate. 


Sec. 308. STATEMENTS; VERIFICATION; FILING; 
PRESERVATION; INSPECTION. (February 28, 1925, 
ch. 368, sec. 308, 43 Stat. 1072; 2 U.S. C., sec. 247.) 


Src. 308. A statement required by this title to be 
filed by a candidate or treasurer of a political com- 
mittee or other person with the Clerk or Secretary, as 
the case may be— 

(a) Shall be verified by the oath or affirmation of the 
person filing such statement, taken before any officer 
authorized to administer oaths; 

(b) Shall be deemed properly filed when deposited in 
an established post office within the prescribed time, 
duly stamped, registered, and directed to the Clerk or 
Secretary at Washington, District of Columbia, but in 
the event it is not received, a duplicate of such statement 
shall be promptly filed upon notice by the Clerk or 
Secretary of its nonreceipt; 

(c) Shall be preserved by the Clerk or Secretary for 
a period of two years from the date of filing, shall consti- 
tute a part of the public records of his office, and shall be 
open to public inspection. 


Sec. 309. LIMITATION UPON AMOUNT OF EXPENDI- 
TURES BY CANDIDATE. (February 28, 1925, ch. 368, 
sec. 309, 43 Stat. 1073; 2 U.S. C., sec. 248.) 


Sec. 309. (a) A candidate, in his campaign for elec- 
tion, shall not make expenditures in excess of the amount 
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Amounts allowed 


(See State laws) 
Senators: $10,000 


Representatives: 


Alternative 
amount based 
on total votes at 
last election 


Senators: $25,000 


Representatives: 


Specified personal 
expenses not 
included in limit 


Exception 


Promising ap- 
pointment, etc., 
to public or pri- 
vate position to 
procure support 
of any person, 
unlawful 


Penalty 


ee he may lawfully make under the provisions of this 
titie. 

(b) Unless the laws of his State prescribe a less amount 
as the maximum limit of campaign expenditures, a candi- 
date may make expenditures up to— 

(1) The sum of $10,000 if a candidate for Senator, or 
the sum of $2,500 if a candidate for Representative, 
Delegate, or Resident Commissioner; or 

(2) An amount equal to the amount obtained by 
multiplying three cents by the total number of votes cast 
at the last general election for all candidates for the 
office which the candidate seeks, but in no event exceed- 
ing $25,000 if a candidate for Senator or $5,000 if a candi- 
date for Representative, Delegate, or Resident Com- 
missioner. 

(c) Money expended by a candidate to meet and dis- 
charge any assessment, fee, or charge made or levied upon 
candidates by the laws of the State in which he resides, 
or expended for his necessary personal, traveling, or sub- 
sistence expenses, or for stationery, postage, writing, or 
printing (other than for use on bill boards or in news- 
papers), for distributing letters, circulars, or posters, 
or for telegraph or telephone service, shall not be included 
in determining whether his expenditures have exceeded 
the sum fixed by paragraph (1) or (2) of subdivision (b) 
as the limit of campaign expenses of a candidate. 


Sec. [310.] * 599. PROMISE OF APPOINTMENT BY 
CANDIDATE. (Title 18 U.S. C., sec. 599, superseding 
February 28, 1925, ch. 368, sec. 310, 43 Stat. 1073 and 
2 U.S. C., sec. 249.) 


Src. 599. Whoever, being a candidate, directly or 
indirectly promises or pledges the appointment, or the 
use of his influence or support for the appointment of any 
person to any public or private position or employment, 
for the purpose of procuring support in his candidacy 
shall be fined not more than $1,000 or imprisoned not 
more than one year, or both; and if the violation was 
willful, shall be fined not more than $10,000 or imprisoned 
not more than two years, or both. 


CROSS REFERENCE 


For definitions of terms applicable to this section see, supra, 
section 591 of title 18, United States Code, following section 302 of 
the Corrupt Practices Act. 


8 Secs. 310-313 were repealed by Public Law 772, June 25, 1948, which act revised, codified, and enacted 
into positive law title 18 of the United States Code, entitled “‘Crines and Criminal Procedure.” 

Sec. 599 of title 18 quoted in the text above is a consolidation of former sec. 310 and sec. 314 of the Corrupt 
Practices Act. Changes in arrangement and phraseology were necessary to effect consolidation and the 
words “‘or both’”’ were added to conform to the almost universal formula of the punishment provisions of 
title 18. (See 80th Cong., Ist sess., H. Rept. No. 304 on H. R. 3190.) 
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Sec. [311.] * 597. EXPENDITURES TO INFLUENCE 
VOTING. (Title 18 U. S. C., sec. 597, superseding 
February 28, 1925, ch. 368, sec. 311, 43 Stat. 1073 and 
2U.S. C. sec. 250.) 


San OF y -_ _ Offering expendi- 
Src. 597. Whoever makes or offers to make an ex- (erage Rin 


penditure to any person, either to vote or withhold his. fluence a vote, 

vote, or to vote for or against any candidate; and re 
Whoever solicits, accepts, or receives any such ex- fliciting expend- 

penditure in consideration of his vote or the withholding unlawful” 


of his vote— 

Shall be fined not more than $1,000 or imprisoned not. Pe#!ty 
more than one year, or both; and if the violation was 
willful, shall be fined not more than $10,000 or imprisoned 
not more than two years, or both. 


CROSS REFERENCE 


For definitions of terms applicable to this section see, supra, 
section 591 of title 18, United States Code, following section 302 
of the Corrupt Practices Act. 


Sec. [[312.]° 602. SOLICITATION OF POLITICAL 
CONTRIBUTIONS. (Title 18 U.S. C., sec. 602, super- 
seding February 28, 1925, ch. 368, see. 312, 43 Stat. 
1073 and 18 U.S. C., secs. 208 and 212.) 


. y y ; _ Congressmen, 
Src. 602. Whoever, being a Senator or Representa- Gy eee, 


tive in, or Delegate or Resident Commissioner to, or a ¢tc., soliciting, 


candidate for Congress, or individual elected as, Senator, ments, ete., from 


Representative, Delegate, or Resident Commissioner, or See ete 
an officer or employee of the United States or any depart- 

ment or agency thereof, or a person receiving any salary 

or compensation for services from money derived from 

the Treasury of the United States, directly or indirectly 
solicits, receives, or is in. any manner concerned in 
soliciting or receiving, any assessment, subscription, or 
contribution for any political purpose whatever, from 

any other such officer, employee, or person, shall be Pemlty 
fined not more than $5,000 or imprisoned not more than 

three years or both. 


4 Secs. 310-313 were repealed by Public Law 772, June 25, 1948, which act revised, codified, and enacted into 
positive law title 18 of the United States Code, entitled «Crimes and Criminal Procedure.” 

Sec. 597 of title 18 quoted in the text above is a consolidation of former sec. 311 and sec. 314 of the Corrupt 
Practices Act. Reference to a nena procuring was omitted as unnecessary in view of the defini- 
tion of ‘‘principal’’ in sec. 2 of title 18: ‘‘(a) Whoever commits an offense against the United States, or aids, 
abets, counsels, commands, induces, or procures its commission, is a principal. (b) Whoever causes an act 
to be done, which if directly performed by him would be an offense against the United States, is also a princi- 
pal and punishable as such.”’ 

The punishment provisions of sec. 314 of the Corrupt Practices Act were incorporated at the end of the 
revised sec. 597 of title 18 upon authority of reference in such section making them applicable to sec. 311 of 
the same act. The words ‘‘or both” are new, being added to sec. 597 to conform to the almost universal 
formula of the punishment provisions of title 18. (See 80th Cong. Ist Sess., H. Rept. No. 304 on H. R. 3190. 

5 Secs. 310-313 were repealed by Public Law 772, June 25, 1948, which act revised, codified, and enac 
into positive law title 18 of the United States Code, entitled “Crimes and Criminal Procedure.” 

Sec. 602 is based on former secs. 208 and 212 of title 18, United States Code 1940 ed., and consolidates these 
sections. Sections 208 and 212 were originally enacted’ January 16, 1883, as sections 11 and 15 respectively, 
of the Civil Service Act, also known as the Pendleton Act (22 Stat. 406, 407). 

Sec. 602 has been expanded to embrace all officers or persons acting on behalf of any independent agencies 
or Government owned or controlled corporations by inserting words “or any department or agency 
thereof,’ it being the purpose of the inserted language to further what appeared unquestionably to be 
intent of Congress, namely, to cover all persons acting for the U. S. Government in an official function. 

The punishment provision now contained in sec. 692 was taken from former sec. 212 of title 18, United 
Btates Code, which, by reference, made the punishment applicable to the crime described in sec. 602. 
Changes were also made in phraseology. (See 80th Cong., Ist sess, H. Rept. No. 304 on H. R. 3190.) 
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CROSS REFERENCE 


For definitions of terms applicable to this section see, supra, 
section 591 of title 18, United States Code, following section 302 
of the Corrupt Practices Act. 


NotE.—Section 603 of title 18, although not a section of the Corrupt Practices Act, contains a prohibition 
on the part of persons mentioned in section 602. Section 603 reads as follows: 


Sec. 608. (As amended Oct. 81, 1951, ch. 655, sec. 20 (b), 66 Stat. 718.)* 


Whoever, in any room or building occupied in the discharge of official duties by any person mentioned in section 
602 of this title, or in any navy yard, fort, or arsenal, solicits or receives any contribution of money or other thing 
of a for any political purpose, shall be fined not more than $5,000 or imprisoned not more than three years, 
or 


Sec. [313.]’ 610, POLITICAL CONTRIBUTIONS AND 
EXPENDITURES BY NATIONAL BANKS, CORPORA- 
TIONS, AND LABOR ORGANIZATIONS; PENALTY. 
(Title 18, U. S. C., sec. 610, superseding February 28, 
1925, ch. 368, sec. 313, 43 Stat. 1074, as amended June 
25, 1943, ch. 144, sec. 9, 57 Stat. 107 and further amended 
June 23, 1947, ch. 120, title ITI, sec. 301, 61 Stat. 159. 
Since enactment into positive law on June 25, 1948, as 
sec. 610 of title 18 this section has been amended Ma 
24, 1949, ch. 139, sec. 10, 63 Stat. 90, and further amend- 
ed October 31, 1951, ch. 655, sec. 20 (c), 65 Stat. 718.) 


Contributions or i j 
ee Suc. 610. It is unlawful for any national bank, or 


national banks any corporation organized by authority of any law of 


fe . . . 
caaeen” Congress, to make a contribution or expenditure in 
— connection with any election to any political office, or 


in connection with any primary election or political 

convention or caucus held to select candidates for any 

political office, or for any corporation whatever, or any 

Contributions or Jabor organization to make a contribution or expenditure 
penditures by ° ° ° ° ° ° ° 

corporation in connection with any election at which Presidential 


an 
aa and Vice Presidential electors or a Senator or Repre- 
wiul 


sentative in, or a Delegate or Resident Commissioner to 
Congress are to be voted for, or in connection with any 
Includes primary primary election or political convention or caucus held 
to select candidates for any of the foregoing offices, or 
for any candidate, political committee, or other person 
to accept or receive any contribution prohibited by this 


an we Amendment. Act Oct. 31, 1951, amended section by striking out “from any such person” which 
low: “ee iil 

7 Bec. 315; is derived from the Tillman Act of January 26, 1907, ch. 420, 34 Stat. 864, being sec. 83 of the Penal 
Code of March 4, 1909, 35 Stat. 1103, prohibiting corporations from making money contributions in connec- 
tion with political elections. Sec. 313 of the Corrupt Practices Act, as amended, was repealed by Public 
Law 772, June 25, 1948, but was reenacted without change and codified into positive law as sec. 610 of title 
ue nan Code entitled ““Crimes and Criminal Procedure.” (See 80th Cong., 2d sess., 8. Rept. 

on H. R. ; 

This section passed February 28, 1925, as section 313 of title ITT of ‘An Act reclassifying the salaries of the 

al service, etc.”’ (43 Stat. 1053, 1070-1074: ch. 368, sec. 313 [H. R. 11444], Public Law No. 506). The War 

bor Disputes Act, known also as the Smith-Connally Anti-Strike Act, made the original section appli- 

cable to contributions by labor organizations and added the last sentence (57 Stat. 167, June 25, 1943; ch. 

144, sec. 9[S. 796], Public Law No. 89, being U. S. O. title 50, a sec. 1509). That amendment was tempo- 

rary, however, and expired at the end of 6 months following the termination of hostilities of World War IT 
which was proclaimed at 12 o’clock noon of December 31, 1946, by Proclamation No. 2714. 

The section was further amended and made permanent legislation in the form given above in the text by 
the Labor-Management Relations Act, 1947. This act extends the prohibition against contributions, 
both in the case of corporations and labor unions, to include expenditures as well as contributions, and 
includes primary elections and political conventions within the prohibitions (61 Stat. 159, June 23, 1947; 
ch. 120, title III, sec. 304 [H. R. 3020], Public Law No. 101). 

Act of May 24, 1949, a technical amendment, amended cat chline of section 610 by inserting after the word 
“contributions” the words ‘‘or expenditures”’ (63 Stat. 90). 

Act of Oct. 31, 1951, amended second paragraph by inserting after ‘‘labor organization, as the case may be,’* 
the words “and any person who accepts or receives any contribution,’”’ and by ao additional pun- 
ishment provisions; “and if the violation was willful, shall be fined not more than $10,000 or imprisoned not 
more than two years, or both’’ (65 Stat. 718). 
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section. Every corporation or labor organization which 
makes any contribution or expenditure in violation of 
this section shall be fined not more than $5,000; and 
every officer or director of any corporation, or officer 
of any labor organization, who consents to any contribu- 
tion or expenditure by the corporation or labor organ- 
ization, as the case may be, and any person who acce pts 
or receives any contribution in violation of this sect ion 
shall be fined not more than $1,000 or imprisoned fornot 
more than one year, or both; and if the violation was 
willful, shall be fined not more than $10,000 or im- 
prisoned not more than two years, or both. For the 
purposes of this section “labor organization” means any 
organization of any kind, or any agency or employee 
representation committee or plan, in which employees 
participate and which exists for the purpose, in whole 
or in part, of dealing with employers concerning griev- 
ances, labor disputes, wages, rates of pay, hours of 
employment, or conditions of work. 


CROSS REFERENCE 


For definitions of terms applicable to this section, see, supra, 
section 591 of title 18, United States Code, following section 302 
of the Corrupt Practices Act. 


Sec. 314. GENERAL PENALTIES FOR VIOLATIONS 
(February 28, 1925, ch. 368, sec. 314, 43 Stat. 1074; 
2U.S8. C., sec. 252.) 


Sec. 314. (a) Any person who violates any of the 
foregoing provisions of this title, except those for which 
a specific penalty is imposed by sections 312 and 313, 
shall be fined not more than $1,000 or imprisoned not 
more than one year, or both. 

(b) Any person who willfully violates any of the fore- 
going provisions of this title, except those for which a 
specific penalty is imposed by sections 312 and 313, 
shall be fined not more than $10,000 and imprisoned not 
more than two years. 


Sec. 315. EXPENSES OF ELECTION CONTESTS. 
(February 28, 1925, ch. 368, sec. 315, 43 Stat. 1074; 
2 U.S. C., sec. 253.) 


Src. 315. This title shall not limit or affect the right 
of any person to make expenditures for proper legal 
expenses in contesting the results of an election. 


Penalty for 
violation of 
sec, 610 


Punishment for 
violation 


Labor 
organization 


Punishment 
for violations 
not specifically 
cove 


Punishment 
for willful 
violations 


Legal expenses 
for contests 
not affected 
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State laws, unless 
inconsistent, not 
affected 


Invalidity of any 
provision not to 

affect remainder 
of act 


Laws revealed 


36 Stat. 822 


$7 Stat. 25, 360 


49 Stat. 1013 


35 Stat. 1088, 1103 


Effective date 


Sec. 316. STATE LAWS NOT AFFECTED. (February 
28, 1925, ch. 368, sec. 316, 43 Stat. 1074; 2 U.S. C., sec. 
254.) 


Src. 316. This title shall not be construed to annul 
the laws of any State relating to the nomination or elec- 
tion of candidates, unless directly inconsistent with the 
provisions of this title, or to exempt any candidate from 
complying with such State laws. 


Sec. 317. PARTIALINVALIDITY. (February 28, 1925, 
ch. 368, sec. 317, 43 Stat. 1074; 2 U.S. C., sec. 255.) 


Sec. 317. If any provision of this title or the applica- 
tion thereof to any person or circumstance is held invalid, 
the validity of the remainder of the Act and of the ap- 
plication of such provisions to other persons and cir- 
cumstances shall not be affected thereby. 


Sec. 318. REPEALING CLAUSES. (February 28, 1925, 
ch. 368, sec. 318, 43 Stat. 1074.) 


Src. 318. The following Acts and parts of Acts are 
hereby repealed: The Act entitled “An Act providing 
for publicity of contributions made for the purpose of 
influencing elections at which Representatives in Con- 
gress are elected,” approved June 25, 1910 (chapter 392, 
Thirty-sixth Statutes, page 822), and the Acts amenda- 
tory thereof, approved August 19, 1911 (chapter 33, 
Thirty-seventh Statutes, page 25), and August 23, 1912 
(chapter 349, Thirty-seventh Statutes, page 360); the 
Act entitled “‘An Act to prevent corrupt practices in the 
election of Senators, Representatives, or Delegates in 
Congress,” approved October 16, 1918 (chapter 187, 
Fortieth Statutes, page 1013); and section 83 of the 
Criminal Code of the United States, approved March 4, 
1909 (chapter 321, Thirty-fifth Statutes, page 1088). 


Sec, 319. EFFECTIVE DATE. (February 28, 1925, ch. 
368, sec. 319, 43 Stat. 1074.) 


Sec. 319. This title shall take effect thirty days after 
its enactment. 
Approved, February 28, 1925. 
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AN ACT TO PREVENT PERNICIOUS POLITICAL 
ACTIVITIES, 1939, AS AMENDED 


or 


HATCH POLITICAL ACTIVITIES ACT, 1939, 
AS AMENDED 


[Public Law No. 252, 76th Cong., August 2, 1939, ch. 410, sec. 1-11, 53 Stat. 1157; 
as amended by Public Law No. 753, 76th Cong., July 19, 1940, ch. 640, sec. 1-6, 
54 Stat. 767; (and further amended by Public Law No. 507, 77th Cong., March 
27, 1942, ch. 199, title VII, sec. 701, 56 Stat. 181, which expired March 31, 1947, 
under provisions of Public Law No. 475, 79th Cong., June 29, 1946, ch. 526, 
60 Stat. 345, Public Law No. 754, 77th Cong., October 24, 1942, ch. 620, 56 Stat. 
986; and further amended by Public Law No. 277, 78th Cong., April 1, 1944, 
ch. 150, title V, sec. 501, 58 Stat. 148-149, as amended by Public Law No. 418, 
78th Cong., August 21, 1944, ch. 404, 58 Stat. 727, which expired December 
31, 1946, by Proclamation of the President No. 2714); Public Law No. 684, 
79th Cong., August 8, 1946, ch. 904, 60 Stat. 937; also cited as United States 
Code, 1946, title 18, sec. 61-61x, certain provisions of sec. 61h expiring March 31, 
1947, under provisions of Public Law No. 475, 77th Cong., June 29, 1946, 
ch. 526, 60 Stat. 345, and secs. 6lv, 6l1w, 61x expiring December 31, 1946, by 
Proclamation of the President No. 2714, as amended by Public Law No, 772, 
80th Cong., 2d sess., June 25, 1948; as amended by Public Law 732, 81st Con- 
gress; as amended by Public Law 330, 84th Congress] 

For disposition of the various sections of the Hatch Political Activities Act by 


Public Law 772 (H. R. 3190), 80th Cong., 2d sess., June 25, 1948, see table on 
page 28, 


Sec. [1] | 594. INTIMIDATION AND COERCION OF 
VOTERS IN ELECTIONS OF CERTAIN OFFICERS. 
(Title 18, U.S. C., sec. 594, as enacted by Public Law 772, 
80th Cong., 2d sess., superseding secs. 1 and 8 of the Act 
of August 2, 1939, ch. 410, 53 Stat. 1147, 1148, and 
formerly 18 U.S. C., secs. 61 and 61g.) 


. = a Elections of Fed- 
Suc. 594. Whoever intimidates, threatens, coerces, or [Steinke 


attempts to intimidate, threaten, or coerce, any other per- including Presi- 
son for the purpose of interfering with therightofsuchother [onualerctors 
person to vote or to vote as he may choose, or of causing coercion of 
such other person to vote for, or not to vote for, any pours >y any, 
candidate for the office of President, Vice President, 
Presidential elector, Member of the Senate, or Member of 

the House of Representatives, Delegates or Commis- 

sioners from the Territories and Possessions, at any elec- 

tion held solely or in part for the purpose of electing such 

candidate, shall be fined not more than $1,000 or impris- Pe#!ty 


oned not more than one year, or both. 


1 Former secs. 1-8, 10-11, 13, 17, and 20 of the Hatch Act were repealed by Public Law 772, 80th Cong., 
2d sess., June 25, 1948, which act revised, codified, and enacted into positive law title 18 of the United States 
Code, entitled “Crimes and Criminal Procedure.’’ Secs. 10, 11, and 17 were omitted from the revised title 18 
for reasons stated in the notes here under the particular section. Secs. 9, 12, 15-16, 18, and 21 of the Hatch 
Act have been transferred to title 5, Executive Department, United States Code, where they appear as 
secs. 118i ton, inclusive. Sec. 9A was repealed but reenacted in substance by Public Law 330, 84th Cong., 
Ist sess., August 9, 1955. Sec. 14 will appear as sec. 118k-3 in Supp. ITI (1956), U. 8. Code. 

Sec. 594 of title 18 quoted in the text above is based on former secs. 1 and 8 (former secs. 61 and 61g of 
title 18, U. 8. C.) and consolidates these sections with changes in phraseology only. (See 80th Cong., Ist 
sess., H. Rept. No. 304 on H. R. 3190.) 
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Use of official 
authority by 
anyone in 
administrative 
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purpose of inter- 
fering with 
election, unlawful 


Includes District 
of Columbia 
employees 


Includes 
employees of 
federally financed 
projects of States 
and municipali- 
ties 


Penalty 


Employees of 
educational! and 
research institu- 
tions, etc. 


2 Sec. 595 quoted in the text above consolidates former secs. 2 


the Hatch Act. 


Sec. [2.]* 595. ADMINISTRATIVE EMPLOYEES OF 
UNITED STATES OR ANY STATE, USE OF OFFICIAL 
AUTHORITY TO INFLUENCE ELECTIONS. (Title 18, 
U. S. C., sec. 595, as enacted by Public Law 772, 80th 
Cong., 2d SeSs., superseding secs. 2 and 8 and incorporat- 
ing the provisions of secs. 14, 19, and 21 of the Act of 
August 2, 1939, ch. 410, 53 Stat. 1147, 1148, as amended 
by the Act of July 19, 1940, ch. 640, 54 Stat. 767; and 
further amended by the Act of October 24, 1942, ch. 
620, 56 Stat. 986 and formerly 18 U. S. C., secs. 61a, 
61g, 61n, 61s, and 61u.) 


Sec. 595. Whoever, being a person employed in any 
administrative position by the United States, or by any 
department or agency thereof, or by the District of 
Columbia or any agency or instrumentality thereof, or 
by any State, Territory, or Possession of the United 
States, or any political subdivision, municipality, or 
agency thereof, or agency of such political subdivision 
or municipality (including any corporation owned or 
controlled by any State, Territory, or Possession of the 
United States or by any such political subdivision, mu- 
nicipality, or agency), in connection with any activity 
which is financed in whole or in part by loans or grants 
made by the United States, or any department or agency 
thereof, uses his official authority for the purpose of 
interfering with, or affecting, the nomination or the 
election of any candidate for the office of President, Vice 
President, Presidential elector, Member of the Senate, 
Member of the House of Representatives, or Delegate 
or Resident Commissioner from any Territory or Posses- 
sion, shall be fined not more than $1,000 or imprisoned 
not more than one year, or both. 

This section shall not prohibit or make unlawful any 
act by any officer or employee of any educational or 
research institution, establishment, agency, or system 
which is supported in whole or in part by any state or 
political subdivision thereof, or by the District of Colum- 
bia or by any Territory or Possession of the United 
States; or by any recognized religious, philanthropic, or 
cultural organization. 


and 8 and incorporates secs. 14, 19 and 21 of 


Words “‘or agency thereof” and words “‘or any department or agency thereof” were inserted 
to remove any possible ambiguity as to scope of the new section. 


Definitions of the terms “‘department”’ 





and “agency”’ are now found in sec. 6 of title 18, the term “‘agency”’ including any department, independent 
establishment, commission, administration, authority, board, or bureau of the United States or any cor- 
poration in which the United States has a proprietary interest unless the context shows that such term was 
intended to be used in a more limited sense. 

Words “or by the District of Columbia or any agency or instrumentality thereof” were inserted upon 
authority of sec. 14 of the Hatch Act which provides that for the purposes of this section ‘‘persons employed 
in the government of the District of Columbia shall be deemed to be employed in the executive branch of 
the Government of the United States.” 

After “State’’ the words ‘‘Territory or possession of the United States’’ were inserted in two places upon 
authority of sec. 19 of the Hatch Act which defines “‘State,”’ as used in this section, as “any State, Territory, 
or possession of the United States.’’ The punishment provision now found in sec. 595 was derived from 
former sec. 8 of the Hatch Act, which by reference made the punishment applicable. 

The second paragraph of sec. 595 incorporates the provisions of sec. 2i of the Hatch Act. 

Changes were made in phraseology. (See 80th Cong., Ist sess., H. Rept. No. 304 on H. R. 3190.) 
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Sec. [3] * 600. POLITICAL ACTIVITY; PROMISE OF 
EMPLOYMENT, COMPENSATION OR OTHER BENEFIT. 
(Title 18, U.S. C., sec. 600, as enacted by Public Law 772, 
80th Cong., 2d sess., superseding secs. 3 and 8, of the 
Act of August 2, 1939, ch. 410, 53 Stat. 1147, 1148, and 
formerly 18 U.S. C., secs. 61b and 61g.) 


Sec. 600. Whoever, directly or indirectly, promises any 
employment, position, work, compensation, or other 
benefit, provided for or made possible in whole or in part 
by any Act of Congress, to any person as consideration, 


Promise of bene- 
fit of any person 
as reward for 
support of or 
opposition to a 


favor, or reward for any political activity or for the sup- unlawful 


port of or opposition to any candidate or any political 
party in any election, shall be fined not more than $1,000 
or imprisoned not more than one year, or both. 


Sec. [4] ‘ 601. SAME; DEPRIVATION OF EMPLOY- 
MENT, COMPENSATION OR OTHER BENEFIT. (Title 
18, U. S. C., sec. 601, as enacted by Public Law 772, 
80th Cong., 2d sess., superseding secs. 4 and 8, of the Act 
of August 2, 1939, ch. 410, 53 Stat. 1147, 1148, and for- 
merly 18 U.S. C., secs. 61¢ and 61g.) 


Sec. 601. Whoever, except as required by law, directly 
or indirectly, deprives, attempts to deprive, or threatens 
to deprive any person of any employment, position, 
work, compensation, or other benefit provided for or 
made possible by any Act of Congress appropriating 
funds for work relief or relief purposes, on account of 
race, creed, color, or any political activity, support of, 
or opposition to any candidate or any political party in 
any election, shall be fined not more than $1,000 or 
imprisoned not more than one year, or both. 


Sec. [5.]° 604. ASSESSMENTS; CONTRIBUTIONS; 
SOLICITATION FROM BENEFIT RECIPIENTS. (Title 
18, U. S. C., sec. 604, as enacted by Public Law 772, 
80th Cong., 2d sess., superseding secs. 5 and 8, of the Act 
of August 2, 1939, ch. 410, 53 Stat. 1148, and formerly 
18 U.S. C., sees. 61d and 61g.) 


Sec. 604. Whoever solicits or receives or is in any 
manner concerned in soliciting or receiving any assess- 
ment, subscription, or contribution for any political 
purpose from any person known by him to be entitled to, 
or receiving compensation, employment, or other benefit 


Penalty 


Discriminationl 
work relief, etc., 
on account of 
race, creed, ete., 
unlawful 


Penalty 


Contributions, 
etc., for political 
purposes from 
persons receiving 
work relief or 
relief benefit 
unlawful 


§ Sec. 600 quoted in the text above is based on and consolidates former sees. 3 and 8 of the Hatch Act 


Minor changes were made in phraseology. 


(See 80th Cong., Ist sess., H. Rept. No. 304 on H. R. 3190.) 


‘ Sec. 601 quoted in the text above is based on and consolidates former secs. 4 and 8 of the Hatch Act 
The words ‘‘except as required by law’’ were used as sufficient to cover the reference to the exception made 
to the provisions of subsec. (b), sec. 9, of the Hatch Act which expressly prescribes the circumstances under 


which a person may be lawfully deprived of his employment and compensation therefor. 


made in phraseology. (See 80th Cong., ist sess., H. Rept. No. 304 on H. R. 3190.) 


Change were 


5 Sec. 604 quoted in the text above is based on and consolidates former secs. 5 and 8 of the Hatch Act. 


Minor changes were made in phraseology. 


(See 80th Cong., ist sess., H. Rept. No. 304 on H. R. 3190.) 
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provided for or made possible by any Act of Congress 
appropriating funds for work relief or relief purposes, 

Penalty shall a fined not more than $1,000 or imprisoned not 
more than one year, or both. 


Sec. [6.]° 605. LIST ara BENEFIT RECIPIENTS; 
FURNISHING. (Title 18, U. S. C., sec. 605, as enacted 
by Public Law 772, 80th Cong., 2d sess., superseding 
secs. 6 and 8, of the Act of August 2, 1939, ch. 410, 53 
Stat. 1148 and formerly U.S. C., secs. 6le and 61g.) 


Disclosure of lists == Sic. 605. Whoever, for political purposes, furnishes or 
rsons on relief discloses any list or names of persons receiving com- 


3 wr pensation, employment or benefits provided for or made 
unlawful possible by any Act of Congress appropriating, or au- 


thorizing the appropriation of funds for work relief or 
relief purposes, to a political candidate, committee, 
campaign manager, or to any person for delivery to a 
political candidate, committee or campaign manager; 


and 

Resstnt of et Whoever receives any such list or names for political 
purposes— 

Penalty Shall be fined not more than $1,000 or imprisoned not 


more than one year, or both. 


Sec. [7.}’ 598. APPROPRIATIONS, OFFICIAL AU- 
THORITY; USE IN COERCING VOTERS. (Title 18, 
U. S. C., sec. 598, as enacted by Public Law 772, 80th 
Cong., 2d sess., superseding secs. 7 and 8, of the Act of 
August 2, 1939, ch. 410, 53 Stat. 1148 and formerly 
18 U.S. C., sees. 61f and 61g.) 


Relief, otc., funds, Src. 598. Whoever uses any part of any appropriation 
r publice-works made by Congress for work relief, relief, or for increasing 
Projects, useto — employment by providing loans and erants for public- 


restrain voters © works projects, or exercises or administers any authority 
conferred by any Appropriation Act for the purpose of 
interfering with, restraining, or coercing any individual 
in the exercise of his right to vote at any election, shall 

Penalty be fined not more than $1,000 or imprisoned not more 
than one year, or both. 


Sec. [8.] * 594, 595, 598, 600, 601, 604, 605, PEN- 
ALTIES. (Sec. 8, of the Act of August 2, 1939, ch. 410, 


Sec. 605 quoted in the text above is based on and consolidates former secs. 6 and 8 of the Hatch Act 
Reference to persons aiding or assisting, contained in words “‘or to aid or assist in furnishing or disclosing’ 
was omitted as unnecessary as such persons are made principals by sec. 2 of title 18: ‘‘(a) Whoever commits 
an offense against the United States, or aids, abets, counsels, commands, induces, or procures its commission 
is a principal. (b) Whoever causes an act to be done, which if directly performed by him would be an 
offense against the United States, is also a principal and punishable as such.” Changes were made in 
phraseology. (See 80th Cong., Ist sess., H. Rept. No. 304 on H. R. 3190.) 

7 Sec. 598 quoted in the text above is based on and consolidates former secs. 7 and 8 of the Hatch Act 
with changes of phraseology necessary to effect the consolidation. The punishment provision was derived 
from former sec. 8 of the Hatch Act which, 4 reference, was made applicable to this section. (See 80th 
Cong., Ist sess., H. Rept. No. 304 0n H. R. 3 

8 For disposition of sec. 8 see secs. [1] 594, a 595, [3 600, [4] 601, [5] 604, [6] 605, and [7] 598. 

Sec. 8 of the Hatch Act, providing a penalty for violation of secs. 1 through 7 was repealed by Public Law 
772, 80th Cong., 2d sess., but was reenacted as a penalty provision in title 18, U. S. C., secs. 594, 595. 598, 600, 
601, 604, and 605. (See 80th Cong., Ist sess., H. Rept. No. 304 on H. R. 3190.) 
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53 Stat. 1148, formerly 18 U.S. C., sec. 61g was repealed 
by Public Law 772, 80th Cong., 2d sess., but was re- 
enacted and consolidated with former sections 1-7 of the 
Act of August 2, 1939, as title 18, U.S. C., secs. 595, 598, 
600, 601, 604, and 605.) 


Sec. 9.° EXECUTIVE EMPLOYEES; USE OF OFFICIAL 
AUTHORITY; POLITICAL ACTIVITY; PENALTIES. 
(August 2, 1939, ch. 410, sec. 9, 53 Stat. 1148, 1149; as 
amended July 19, 1940, ch. 640, sec. 2, 54 Stat. 767; and 
further amended March 27, 1942, ch. 199, title VII, sec. 
701, 56 Stat. 176, 181; June 29, 1946, ch. 526, sec. 1, 60 
Stat. 345; August 8, 1946, ch. 904, 60 Stat. 937; March 
31, 1947, ch. 29, sec. 3, 61 Stat. 34; July 15, 1947, ch. 
248, sec. 3, 61 Stat. 321, 322; August 25, 1950, ch. 784, 
sec. 1, 64 Stat. 475; 5 U.S. C. and Supp. IT, 1955, 118i.) 


Src. 9. (a) It shall be unlawful for any person em- 
ployed in the executive branch of the Federal Govern- 
ment, or any agency or department thereof, to use his 
official authority or influence for the purpose of inter- 
fering with an election or affecting the result thereof. 
No officer or employee in the executive branch of the 
Federal Government, or any agency or department 
thereof, shall take any active part in political manage- 
ment or in political campaigns. All such persons shall 
retain the right to vote as they may choose and to 
express their opinions on all political subjects and candi- 
dates. For the purposes of this section the term 
“officer” or “employee” shall not be construed to include 
(1) the President and Vice President of the United States; 
(2) persons whose compensation is paid from the appro- 
priation for the office of the President; (3) heads and 
assistant heads of executive departments; (4) officers 
who are appointed by the President, by and with the 
advice and consent of the Senate, and who determine 
policies to be pursued by the United States in its relations 
with foreign powers or in the Nation-wide administration 
of Federal laws. The provisions of the second sentence 
of this subsection shall not apply to the employees of 


Employees of 
executive depart- 
ments, etc. 


Interference in 
an election 
unlawful 


Taking any 
active part 

in political 
management or 
campaigns 
forbidden 


Exceptions 


Right to vote, ete. 
President and 
Vice President, 
and Executive 
Office personnel 


Heads, etc., of 
departments 


Policy-deter- 
mining officers 


* Sec. 9 was enacted August 2, 1939, andi ormerly appeared as sec. 61h of title 18, U. 8. Code, 1940 ed., 
but was excluded from title 18 and recommended for transfer to title 5 upon the revision and codification 
of title 18 by Public Law 772 (H. R. 3190), 80th Cong., 2d sess., June 25, 1948, ch. 645, 62 Stat. 683. Sec. 9 
opheer ° sec, 118i in title 5, U. 8. Code, 1952 ed., and a revision of subseec. (a) appears in Supp. IT (1955), 

. 5. Code, 

Subsec. (a) amended July 19, 1940, to give all such persons the right “to express their opinions on all 
political —— and candidates’’ (54 Stat. 767). 

Subsec. (a) amended March 27, 1942, by the Second War Powers Act to steant t-time officers and 
employees serving without compensation or nominal compensation during Worl ar II (56 Stat. 181). 
The amendment of March 27, 1942, was temporary but was extended on June 29, 1946 (60 Stat. 345), until 
March 31, 1947. The amendment of March 27, 1942 was specifically excluded from any extension of time 
be ge Nee 31, 1947, by the First and Second Decontrol Acts of March 31 and July 15, 1947 (61 Stat. 34, 

Subsec. (a) amended August 8, 1946, to exempt employees of the Alaska Railroad residing in municipalities 
on the lines of the railroad from the prohibition against taking active part in political management or cam- 
pees = a extending only in respect to activities involving the municipality in which they 
reside tat. 937). 

Subsec. (b) amended August 25, 1950, to give the Civil Service Commission limited discretion in the 
imposition of penalties and removed the restriction against reemployment (64 Stat. 475). 

Subsec. (c) added August 25, 1950, to require the Civil Service Commission to make annual reports to 
Congress on any action taken pursuant to sec. 9 (64 Stat. 475) 
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The Alaska Railroad, residing in municipalities on the 
line of the railroad, in respect to activities involving the 
municipality in which they reside. 

(b) Any person violating the provisions of this section 
shall be removed immediately from the position or office 
held by him, and thereafter no part of the funds appro- 
priated by any Act of Congress for such position or office 
shall be used to pay the compensation of such person: 
Provided, however, That the United States Civil Service 
Commission finds by unanimous vote that the violation 
does not warrant removal, a lesser penalty shall be im- 
posed by direction of the Commission: Provided further, 
That in no case shall the penalty be less than ninety days’ 
suspension without pay: And provided further, That in 
the case of any person who has heretofore been removed 
from the service under the provisions of this section, the 
Commission shall, upon request of said person reopen 
and reconsider the record in such case. If it shall find 
by a unanimous vote that the acts committed were such 
as to warrant a penalty of less than removal it shall 
issue an order revoking the restriction against reemploy- 
ment in the position from which removed, or in any 
other position for which he may be qualified, but no such 
revocation shall become effective until at least ninety 
days have elapsed following the date of the removal of 
such person from office. 

(c) At the end of each fiscal year the Commission 
shall report to the President for transmittal to the 
Congress the names, addresses, and nature of employ- 
ment of all persons with respect to whom action has been 
taken by the Commission under the terms of this sec- 
tion, with a statement of the facts upon which action 
was taken, and the penalty imposed. 


Sec. [9A.] °° FEDERAL EMPLOYEES; MEMBERSHIP 
IN POLITICAL PARTY OR ORGANIZATION ADVOCAT- 
ING OVERTHROW OF UNITED STATES GOVERNMENT; 
PROHIBITION; PENALTIES. (August 2, 1939, ch. 410, 
sec. 9A, 53 Stat. 1147, 1148; 5 U.S. C. 1952 ed. 118]; 
repealed August 9, 1955, by clause 2 of sec. 4 of Public 
Law 330, 84th Cong., Ist sess., ch. 690 but reenacted in 
substance by clause (2) of sec. 1 of Public Law 330 
CH. Rept. No. 1152 and S. Rept. No. 1256 on H. R. 
6590, 84th Cong., 1st Sess.].) 


(For text of Public Law 330, 84th Cong., Ist sess., 
superseding sec. 9A of the Hatch Act see p. —.) 


Sec. [10.] '' EFFECT ON EXISTING LAW. (August 2, 
1939, ch. 410, sec. 10, 53 Stat. 1147, 1149; as amended 
54 Stat. 767; formerly 18 U.S. C., sec. 61].) 


1© Formerly sec. 611 of title 18, U. S. C., 1940 ed. 
41 Former sec. 10 of the Hatch Act was repealed by Public Law 772, 80th Cong., 2d sess. The section was 


omitted as unn 


because in the enactment of the revision of title 18 all id sections included in the 


ecessary 
new title are on an equal basis and speak as of the date of the enactment under authority of United States v. 


Bowen a 8. 508), construing the Revised Statutes. (See 80th Cong., Ist sess., H. Rept. No. 304 on 
. 3190. 


H.R 
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Sec. [11.] * SEPARABILITY CLAUSE. (53 Stat. 1149; 
formerly 18 U.S. C., sec. 61k.) 


Sec. 12..° EMPLOYEES OF STATE OR LOCAL AGEN- 
CIES FINANCED BY LOANS OR GRANTS FROM UNITED 
STATES—INFLUENCING ELECTIONS; OFFICER OR 
EMPLOYEE DEFINED. (Added July 19, 1940, ch. 640, 
sec. 4, 54 Stat. 767; 5 U.S. C., see. 118k.) 


Src. 12. (a) No officer or employee of any State or 
local agency whose principal employment is in connec- 
tion with any activity which is financed in whole or in 
part by loans or grants made by the United States or by 
any Federal agency shall (1) use his official authority or 
influence for the purpose of interfering with an election 
or a nomination for office, or affecting the result thereof, 
or (2) directly or indirectly coerce, attempt to coerce, 
command, or advise any other such officer or employee to 
pay, lend, or contribute any part of his salary or com- 
pensation or anything else of value to any party, com- 
mittee, organization, agency, or person for political 
purposes. No such officer or employee shall take any 
active part in political management or in political cam- 
paigns. All such persons shall retain the right to vote 
as they may choose and to express their opinions on all 
political subjects and candidates. For the purposes of 
the second sentence of this subsection, the term “officer 
or employee”’ shall not be construed to include (1) the 
Governor or the Lieutenant Governor of any State or any 
person who is authorized by law to act as Governor, or 
the mayor of any city; (2) duly elected heads of executive 
departments of any State or municipality who are not 
classified under a State or municipal merit or civil-service 
system; (3) officers holding elective offices. 

(b) If any Federal agency charged with the duty of 
making any loan or grant of. funds of the United States 
for use in any activity by any officer or employee to whom 
the provisions of subsection (a) are applicable has reason 
to believe that any such officer or employee has violated 
the provisions of such subsection, it shall make a report 
with respect thereto to the United States Civil Service 
Commission (hereinafter referred to as the “Commis- 
sion’). Upon the receipt of any such report, or upon the 
receipt of any other information which seems to the 
Commission to warrant an investigation, the Commission 
shall fix a time and place for a hearing, and shall by 
registered mail send to the officer or employee charged 
with the violation and to the State or local agency em- 
ploying such officer or employee a notice setting forth a 
summarv of the alleged violation and the time and place 
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12 Former sec, 11 of the Hatch Act was repealed by Public Law 772, 80th Cong., 2d sess. The section 
was omitted as unnecessary because sec. 18 of the Public Law 772 oo for Tt “ crc 


with respect to the entire new title 18. (See 80th Cong., Ist sess., 
18 Formerly sec. 611 of title 18, U. 8. C., 1940 ed, 


Rept. No. 304 on H. 
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of such hearing. At such hearing (which shall be not 
earlier than ten days after the mailing of such notice) 
either the officer or employee or the State or local agency, 
or both, may appear with counsel and be heard. After 
such hearing, the Commission shall determine whether 
any violation of such subsection has occurred and 
whether such violation, if any, warrants the removal of 
the officer or employee by whom it was committed from 
his office or employment, and shall by registered mail 
notify such officer or employee and the appropriate State 
or local agency of such determination. If in any case the 
Commission finds that such officer or employee has not 
been removed from his office or employment within thirty 
days after notice of a determination by the Commission 
that such violation warrants his removal, or that he has 
been so removed and has subsequently (within a period 
of eighteen months) been appointed to any office or em- 
ployment in any State or local agency in such State, the 
Commission shall make and certify to the appropriate 
Federal agency an order requiring it to withhold from its 
loans or grants to the State or local agency to which such 
notification was given an amount equal to two years’ 
compensation at the rate such officer or employee was 
receiving at the time of such violation; except that in 
any case of such a subsequent appointment to a position 
in another State or local agency which receives loans or 
grants from any Federal agency, such order shall require 
the withholding of such amount from such other State 
or local agency: Provided, That in no event shall the Com- 
mission require any amount to be withheld from any loan 
or grant pledged by a State or local agency as security for 
its bonds or notes if the withholding of such amount 
would jeopardize the payment of the principal or interest 
on such bonds or notes. Notice of any such order shall be 
sent by registered mail to the State or local agency from 
which such amount is ordered to be withheld. The 
Federal agency to which such order is certified shall, after 
such order becomes final, withhold such amount in 
accordance with the terms of such order. Except as pro- 
vided in subsection (c), any determination or order of the 
Commission shall become final upon the expiration of 
thirty days after the mailing of notice of such determina- 
tion or order. 

(c) Any party aggrieved by any determination or order 
of the Commission under subsection (b) may, within 
thirty days after the mailing of notice of such determina- 
tion or order, institute proceedings for the review thereof 
by filing a written petition in the district court of the 
United States for the district in which such officer or 
employee resides; but the commencement of such pro- 
ceedings shall not operate as a stay of such determina- 
tion or order unless (1) it is specifically so ordered by the 
court, and (2) such officer or employee is suspended from 
his office or employment during the pendency of such 
proceedings. A copy of such petition shall forthwith be 
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served upon the Commission, and thereupon the Com- 
mission shall certify and file in the court a transcript of 
the record upon which the determination or the order 
complained of was made. The review by the court shall 
be on the record entire, including all of the evidence 
taken on the hearing, and shall extend to questions of 
fact and questions of law. If application is made to the 
court for leave to adduce additional evidence, and it is 
shown to the satisfaction of the court that such additional 
evidence may materially affect the result of the proceed- 
ings and that there were reasonable grounds for failure 
to adduce such evidence in the hearing before the Com- 
mission, the court may direct such additional evidence 
to be taken before the Commission in such manner and 
upon such terms and conditions as to the court may seem 
proper. The Commission may modify its findings of 
fact or its determination or order by reason of the addi- 
tional evidence so taken and shall file with the court such 
modified findings, determination, or order, and any such 
modified findings of fact, if supported by substantial 
evidence, shall be conclusive. The court shall affirm the 
Commission’s determination or order, or its modified 
determination or order, if the court determines that the 
same is in accordance with law. If the court determines 
that any such determination or order, or modified deter- 
mination or order, is not in accordance with law, the court 
shall remand the proceedings to the Commission with 
directions either to make such determination or order as 
the court shall determine to be in accordance with law or 
to take such further proceedings as, in the opinion of the 
court, the law requires. The judgment and decree of the 
court shall be final, subject to review by the appropriate 
circuit court of appeals as in other cases, and the judg- 
ment and decree of such circuit court of appeals shall be 
final, subject to review by the Supreme Court of the 
United States on certiorari or certification as provided in 
sections 239 and 240 of the Judicial Code, as amended 
(U.S. C., 1934 edition, title 28, sees. 346 and 347). If 
any provision of this subsection is held to be invalid as 
applied to any party with respect to any determination or 
order of the Commission, such determination or order 
shall thereupon become final and effective as to such 
party in the same manner as if such provision had not 
been enacted. 

(d) The Commission is authorized to adopt such 
reasonable procedure and rules and regulations as it 
deems necessary to execute its functions under this sec- 
tion. The Civil Service Commission shall have power 
to require by subpena the attendance and testimony of 
witnesses and the production of all documentary evi- 
dence relating to any matter pending, as a result of this 
Act, before the Commission. Any member of the Com- 
mission may sign subpenas, and members of the Commis- 
sion may administer oaths and affirmations, examine 
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witnesses, and receive evidence. Such attendance of 
witnesses and the production of such documentary evi- 
dence may be required from any place in the United 
States at any designated place of hearing. In case of 
disobedience to a subpena, the Commission may invoke 
the aid of any court of the United States in requiring 
the attendance and testimony of witnesses and the pro- 
duction of documentary evidence. Any of the district 
courts of the United States within the jurisdiction of 
which such inquiry is carried on may, in case of con- 
tumacy or refusal to obey a subpena issued to any per- 
son, issue an order requiring such person to appear be- 
fore the Commission, or to produce documentary evi- 
dence if so ordered, or to give evidence touching the 
matter in question; and any failure to obey such order 
of the court may be punished by such court as a con- 
tempt thereof. The Commission may order testimony 
to be taken by deposition in any proceeding or investi- 
gation, which as a result of this Act, is pending before 
the Commission at any stage of such proceeding or in- 
vestigation. Such depositions may be taken before any 
person designated by the Commission and having power 
to administer oaths. Such testimony shall be reduced 
to writing by the person taking the deposition, or under 
his direction, and shall then be subscribed by the depo- 
nent. Any person may be compelled to appear and 
depose and to produce documentary evidence before the 
Commission as hereinbefore provided. No person shall 
be excused from attending and testifying or from pro- 
ducing documentary evidence in obedience to a sub- 
pena on the ground that the testimony or evidence, 
documentary or otherwise, required of him may tend 
to incriminate him or subject him to a penalty or for- 
feiture for or on account of any transaction, matter, or 
thing concerning which he is compelled to testify, or 
produce evidence, documentary or otherwise before the 
Commission in obedience to a subpena issued by it: 
Provided, That no person so testifying shall be exempt 
from prosecution and punishment for perjury committed 
in so testifying. 

(e) The provisions of the first two sentences of sub- 
section (a) of this section shall not apply to any officer 
or employee who exercises no functions in connection 
with any activity of a State or local agency which is 
financed in whole or in part by loans or grants made by 
the United States or by any Federal agency. 

(f) For the purposes of this section— 

(1) The term “State or local agency’ means the 
executive branch of any State, or of any municipality 
or other political subdivision of such State, or any 
agency or department thereof. 

(2) The term “Federal agency”’ includes any executive 
department, independent establishment, or other agency 
of the United States (except a member bank of the 
Federal Reserve System). 
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Sec. [[13.] 608.4 FINANCIAL AID TO CANDI- 
DATES—CONTRIBUTIONS. (Title 18, U. S. C., sec. 
608, as enacted by Public Law 772, 80th Cong., 2d sess., 
superseding sec. 13, as added July 19, 1940, ch. 640, sec. 
4, 54 Stat. 767, 770, formerly title 18, U.S. C., sec. 61m.) 


Src. 608. (a) Whoever, directly or indirectly, makes Contribution to 


contributions in an aggregate amount in excess of $5,000 committee, ete., 
during any calendar year, or in connection with any $5,000 unlawful 
campaign for nomination or election, to or on behalf of 

any candidate for an elective Federal office, including 

the offices of President of the United States and Presi- 

dential and Vice Presidential electors, or to or on behalf 

of any committee or other organization engaged in fur- 

thering, advancing, or advocating the nomination or 

election of any candidate for any such office or the success 

of any national political party, shall be fined not more 

than $5,000 or imprisoned not more than five years, or Penalty 
both. 


This subsection shall not apply to contributions made Contributions to 
o v7. or by State or 
to or by a State or local committee or other State or jocai committees 


local organization or to similar committees or organiza- °» cepted 
tions in the District of Columbia or in any Territory or 
Possession of the United States. 


(b) Whoever purchases or buys any goods, commodi- Ourtala, saraiens 
ties, advertising, or articles of any kind or description, tising, etc., un- 


the proceeds of which, or any portion thereof, directly or **™ 
indirectly inures to the benefit of or for any candidate for 

an elective Federal office including the offices of President 

of the United States, and Presidential and Vice Presiden- 

tial electors or any political committee or other political 
organization engaged in furthering, advancing, or ad- 
vocating the nomination or election of any candidate for 

any such office or the success of any national political 
party, shall be fined not more than $5,000 or imprisoned Penlty 
not more than five years, or both. 


i Ceti j 7] Noninterference 
This subsection shall not interfere with the usual and Novinterterenoe. 


known business, trade, or profession of any candidate. business, ete. 


14 Sec. 608 quoted above in the text is based on former sec. 13 of the Hatch Act. References to “pernicious 
pein oer" were omitted in the revision of title 18, U. S. C., as enacted by Public Law 772, 80th 

ong., 2d sess. 

The punishment provision of this section, which formerly appeared as first sentence of subsec. (d) of 
former sec. 13 of the Hatch Act, is set out at the end of the first paragraphs of subsees. (a) and (b), respec- 
tively. Words ‘‘or both” were added to the punishment provisions in two places, to conform to the almost 
universal formula of this title. 

To improve style the last sentence of subsec. (a) was made a paragraph and the words “or to similar 
committees or organizations in the District of Columbia or in any Territory or possession of the United 
States’”’ were added at the end of it. These words were added upon authority of definition of ‘‘State’’ in 
subsection (d) of former sec. 13, which described a State as including a Territory or ees and for the 
further reason that to omit the District of Columbia would have the effect of prohibiting contributions of 
more than $5,000 by the District committee of each major party to their respective national committees 
yd would permit sueh contributions by similar committees in the Canal Zone, Virgin Islands, or Puerto 

co. 

Subsec. (b) of former sec. 13 of the Hatch Act, contained definitions of ‘“‘person” and “contribution.” 
In this revised section, definition of ‘‘person’’ was omitted as unnecessary in view of substitution of “‘Who- 
ever’ and definition of ‘‘whoever” in sec. 1 of title 1, U. 8. C. 1940 ed., General Provisions. Inasmuch as 
the definition of ‘contribution’ in subsec. (b) of former sec. 13 of the Hatch Act was eer the 
same as that contained in subsec. (d) of sec. 302 of the Corrupt Practices Act (sec. 241 of title 2, U. 8. C., 
1940 ed.), such definition is not repeated in this section, but the definition as contained in sec. 591 of 
title 18 is made applicable by subsec. (d) of this revised section. 

a. (e) of former sec. 13, was omitted as unnecessary in the revision. Changes were made in 
phraseology. 
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(c) In all cases of violations of this section by a part- 
nership, committee, association, corporation, or other 
organization or group of persons, the officers, directors, 
or managing heads thereof who knowingly and wilfully 
participate in such violation, shall be punished as herein 
provided. 

(d) The term “contribution,” as used in this section, 
shall have the same meaning prescribed by section 591 of 
this title. 

CROSS REFERENCE 


For definition of term ‘‘Contribution” see, supra, section 591 of 
title 18, United States Code, following section 302 of the Corrupt 
Practices Act. 


Sec. 14. DISTRICT OF COLUMBIA EMPLOYEES 
DEEMED EMPLOYED IN EXECUTIVE BRANCH; EX- 
CEPTION. (Added July 19, 1940, ch. 640, sec. 4, 54 
Stat. 767, 771; 5 U.S. C., Supp. ITI, sec. 118 k-3.) 


Sec. 14. For the purposes of this Act, persons employed 
in the government of the District of Columbia shall be 
deemed to be employed in the executive branch of the 
Government of the United States, except that for the 
purposes of the second sentence of section 9 (a) the 
Commissioners and the Recorder of Deeds of the Dis- 
trict of Columbia shall not be deemed to be officers or 
employees. 


Sec. 15.1° ACTIVITIES PROHIBITED ON PART OF 
CIVIL-SERVICE EMPLOYEES AS PROHIBITED ON PART 
OF OTHER GOVERNMENT AND STATE EMPLOYEES. 
(Added July 19, 1940, ch. 640, sec. 4, 54 Stat. 767, 771; 
5 U.S. C., see. 1181.) 


Sec. 15. The provisions of this Act which prohibit 
persons to whom such provisions apply from taking any 
active part in political management or in political cam- 
paigns shall be deemed to prohibit the same activities 
on the part of such persons as the United States Civil 
Service Commission has heretofore determined are at 
the time this section takes effect prohibited on the part 
of employees in the classified civil service of the United 
States by the provisions of the civil-service rules pro- 
hibiting such employees from taking any active part in 
political management or in political campaigns. 


18 Sec. 14 of the Hatch Act providing that District of Columbia employees be included!within the provi- 
sions of the act was added July 19, 1940, and formerly appeared as sec. 61n of title 18, U. S. Code in both 1940 
and 1946 eds. Sec. 14 was excluded from title 18 and left dangling without recommendation for transfer to 
title 5 upon the revision and codification of that title by Public Law 772 (H. R. 3190), 80th Cong., 2d sess., 
June 25, 1948, ch. 645, 62 Stat. 683. Sec. 14 was omitted from the 1952 ed. of the U. S. Code and presently 
appears only at 54 Stat. 771 but is scheduled to appear as sec. 118k-3 of Supp. IIT (1956) U. S. Code. 

In the revision of title 18, U. S. Code on June 25, 1948, upon authority of sec. 14 the words “‘or by the Dis- 
trict of Columbia or any agency or instrumentality thereof’ were inserted in sec. 595 (new) of title 18. (See 
note to sec. [2] 595.) 

16 Section 15 was added July 19, 1940, and formerly appeared as sec. 61o of title 18, U. 8. Code, 1940 ed., 
but was excluded from title 18 and recommended for transfer to title 5 upon the revision and codification 
of title 18 by Public Law 772 (H. R. 3190), 80th Cong., 2d sess., June 25, 1948, ch. 645, 62 Stat. 683. 
Sec. 15 appears as sec. 118] in title 5, U. 8. Code, 1952 ed. 
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Sec. 16.17 POLITICAL CAMPAIGNS IN LOCALITIES 
WHERE MAJORITY OF VOTERS ARE GOVERNMENT 
EMPLOYEES. (Added July 19, 1940, ch. 640, sec. 4, 54 
Stat. 767, 771; 5 U.S. C., sec. 118m.) 


j ivi j Certain residents 
Sec. 16. Whenever the United States Civil Service [yrtaln residents 


Commission determines that, by reason of special or in immediate 
unusual circumstances which exist in any municipality yo" % °° 
or other political subdivision, in the immediate vicinity Political activities, 
of the National Capital in the States of Maryland and ee 
Virginia or in municipalities the majority of whose voters 

are employed by the Government of the United States, 

it is in the domestic interest of persons to whom the 

provisions of this Act are applicable, and who reside in 

such municipality or political subdivision, to permit 

such persons to take an active part in political manage- 

ment or in political campaigns involving such munici- 

pality or political subdivision, the Commission is Besulation by 
authorized to promulgate regulations permitting such 

persons to take an active part in such political manage- 

ment and political campaigns to the extent the Com- 

mission deems to be in the domestic interest of such 

persons. 


Sec. [17.] * STATE EMPLOYEES RUNNING FOR 
PUBLIC OFFICE; RESIGNATION UPON ELECTION. 
(Added July 19, 1940, ch. 640, sec. 4, 54 Stat. 767, 771; 
18 U.S. C., sec. 61q.) 


Sec. 18.1° ELECTIONS NOT SPECIFICALLY IDENTI- 
FIED WITH NATIONAL OR STATE ISSUES OR POLITI- 
CAL PARTIES. (Added July 19, 1940, ch. 640, sec. 4, 
54 Stat. 767, 772; 5 U.S. C. 118n.) 


—_ : . ; Political activities 
Sec. 18. Nothing in the second sentence of section folitical actis 


9 (a) or in the second sentence of section 12 (a) of this with designated 
Act shall be construed to prevent or prohibit any person hot prohibited 


subject to the provisions of this Act from engaging in 
any political activity (1) in connection with any election 
and the preceding campaign if none of the candidates is 
to be nominated or elected at such election as representing 
a party any of whose candidates for presidential elector 
received votes in the last preceding election at which 
presidential electors were selected, or (2) in connection 
with any question which is not specifically identified with 
any National or State political party. For the purposes 


17 Sec. 16 was added July 19, 1940, and formerly appeared as sec. 61p of title 18, U. 8. Code, 1940 ed., 
but was excluded from title 18 and recommended for transfer to title 5 upon the revision and codification 
of title 18 by Public Law 772 (H. R. 3190), 80th Cong., 2d sess., June 25, 1948, ch. 645, 62 Stat. 683. 
Sec. 16 appears as sec. 118m in title 5, U. 8. Code, 1952 ed. 

18 Former sec. 17 of the Hatch Act was repealed by Public Law 772, 80th Cong., 2d sess. The section was 
omitted in the enactment of the revision of title 18, being temporary and relating only to candidates who 
had been nominated ye to its — July 19, 1940, by ch. 640, 54 Stat. 771. (See 80th Cong., Ist sess., 

H. Rept. No. 304 on R. 3190 

19 Sec. 18 was added July 19, ee, and formerly appeared as sec. 61r of title 18, U. 8S. Code, 1940 ed., was 
excluded from title 18 and recommended for transfer to title 5 upon the revision and codification tt pr 18 
by Public Law 772 (H. R. 3190), 80th Cong., 2d sess., June 25, 1948, ch. 645, 62 Stat. 683. Sec. 18 appears as 
sec. 118n in title 5 U. 8. Code 1952 ed. 
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Referendums, ete. of this section, questions relating to constitutional amend- 
ments, referendums, approval of municipal ordinances, 
and others of a similar character, shall not be deemed to 
be specifically identified with any National or State 
political party. 


Sec. 19.% DEFINITION OF TERM ‘‘STATE’’. (Added 
July 19, 1940, ch. 640, sec. 4, 54 Stat. 771; 5 U.S. C. 
118k—2.) 


State Stud Sec. 19. As used in this Act (sections 118i-118n of 
Territoriesand title 5) the term “State” means any State, Territory, or 


Cees possession of the United States. 


Sec. [20.]* 609. MAXIMUM CONTRIBUTIONS TO 
AND EXPENDITURES BY POLITICAL COMMITTEES; 
PENALTIES. (Title 18 U.S. C., sec. 609, as enacted by 
Public Law No. 772, 80th Cong., 2d sess., superseding 
sec. 20, ch. 410, 53 Stat. 1147- 1149, as added July 19, 
1940, ch. 640, sec. 6, 54 Stat. 767, 772, and 18 U.S. C., 
sec. 61t.) 


Receipts and Sec. 609. No political committee shall receive con- 
oMialon tributions aggregating more than $3,000,000, or make 


a expenditures, aggregating more than $3,000,000, during 


forbidden any calendar year. 

For the purposes of this section, any contributions re- 
ceived and any expenditures made on behalf of any 
political committee with the knowledge and consent of 
the chairman or treasurer of such committee shall be 
deemed to be received or made by such committee. 

Violations Any violation of this section by any political committee 
shall be deemed also to be a violation by the chairman 
and the treasurer of such committee and by any other 

Penalty person responsible for such violation and shall be punish- 
able by a fine of not more than $1,000 or imprisonment 
of not more than one year, or both; and, if the violation 
was willful, by a fine of not more than $10,000 or im- 
prisonment of not more than two years, or both. 


CROSS REFERENCE 


For definitions of terms applicable to this section see, supra, 
section 591 of title 18, United States Code, following section 302 
of the Corrupt Practices Act. 

For duties as to contributions; accounts and receipts; statements; 
limitations upon expenditures see, supra, sections 303-309 of the 
Corrupt Practices Act. 


® See. 19 of the Hatch Act defining the term ‘‘State’’ was added July 19, 1940, and formerly appeared 
as sec. 61s of title 18, U. 8. Code in both 1940 and 1946 eds. Sec. 19 was excluded from title 18 upon revision 
and codification of that title by Public Law 772 (H. R. 3190), 80th Cong., 2d sess., June 25, 1948, ch. 645, 
62 Stat. 683. Sec. 19 appears as sec. 118k-2 of title 5, U. . Code, 1952 ed. 

In the revision of title 18, U. S. Code on June 25, 1948, coun authority of sec. 19 the words ‘*Territory or 
[33 503) of the United States” were inserted in two places in sec. 595 (new) of title 18. (See note to sec 

595. 

21 Sec. 609 is based on former sec. 20 of the Hatch Act and sec. 314 of the Corrupt Practices Act, the punish- 
ment provisions of sec. 314 being incorporated at the end of the section upon authority of reference to them 
contained in words ‘“Terms used in this section (sec. 20) shall have the meaning assigned to them in sec. 302 
of the Federal Corrupt Practices Act, 1925, and the penalties provided in such Act shall apply to violations 
of this section.”” Words ‘‘or both” were added to the second punishment provision to conform to the almost 
universal formula of title 18. Changes were made in phraseology. (See 80th Cong., Ist sess., H. Rept. No. 
304 on H. R. 3190.) 
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Sec. 21.2 ACTIVITIES OF EMPLOYEES OF EDUCA- 
TIONAL AND RESEARCH INSTITUTIONS, ETC. (Added 
October 24, 1942, ch. 620, 56 Stat. 986; 5 U.S. C., sec. 
118k-1.) 


Sec. 21. Nothing in sections 9 (a) or 9 (b), or 12 
of this Act shall be deemed to prohibit or to make unlaw- 
ful the doing of any act, by any officer or employee of 
any educational or research institution, establishment, 
agency, or system which is supported in whole or in part 
by any State or political subdivision thereof, or by the 
District of Columbia or by any Territory or Territorial 
possession of the United States; or by any recognized 
religious, philanthropic, or cultural organization. 


Sec. [22.] * POLITICAL ACTIVITY AFFECTING MEM- 
BERS OF ARMED FORCES; EXCEPTIONS. (Added April 
1, 1944, ch. 150, Title V, sec. 501, 58 Stat. 136, 148; 
amended and made temporary August 21, 1944, ch. 404, 
secs. 1-2, 53 Stat. 727-728; formerly 18 U.S. C. 61v.) 


Sec. [[23.]* LIMITATION ON CENSORSHIP OF 
POLITICAL LITERATURE, ARGUMENTS, OR OTHER 
MATTER ADDRESSED TO MEMBERS OF ARMED FORCES. 
(Added April 1, 1944, ch. 150, Title V, sec. 501, 58 Stat. 
136, 149; made temporary August 21, 1944, ch. 404, 
sec. 2, 53 Stat. 727, 728; formerly 18 U.S. C. 61w.) 


Sec. [24.]* PENALTY FOR VIOLATION OF SEC- 
TIONS 22 OR 23. (Added April 1, 1944, ch. 150, 
Title V, sec. 501, 58 Stat. 136, 149; formerly 18 U.S. C. 
61x.) 


Sec. [25.] * EXPIRATION DATE OF SECTIONS 22 
AND 23. (Added August 21, 1944, ch. 404, sec. 2, 
53 Stat. 727, 728.) 


22 Sec. 21 was added October 24, 1942, and formerly appeared as sec. 61u of title 18, U. 8. Code, 1940 ed., 
Supp. V (1941-1946), but was excluded from title 18 and left dangling without recommendation for transfer to 
title 5 upon the revision and codification of title 18 by Public Law 772 (H. R. 3190), 80th Cong., 2d sess., 
June 25, 1948, ch. 645, 62 Stat. 683. Sec. 21 appears as sec. 118k-1 in title 5 U. 8, Code 1952 ed. 

In the revision of title 18 on June 25, 1948, upon authority of sec. 21 the second paragraph of sec. 595 (new) 
was inserted. (See note to sec. [2] 595.) 

3 Secs. 22 and 23 were added as part of section 501, Title V, the Federal Soldiers Voting Law of April 1, 
1944. Sec. 22 appeared as sec. 61v of title 18, U. 8. Code, 1940 ed., Supp. V (1941-1946). Sees. 22 and 23 
were made temporary on August 21, 1944, by sec. 25 (53 Stat. 728) and expired 6 months after termination of 
hostilities in World War II by Presidential Proclamation No. 2714, December 31, 1946. 

*4 Sec. 24 was added along with secs. 22 and 23 and contained the penalty provisions for violation of those 
sections. Sec. 24 expired with secs. 22 and 23. 

% Sec. 25 was added August 21, 1944, fixing the termination date for secs. 22 and 23 upon the expiration of 
6 months after end of hostilities as proclaimed. Sec. 25 expired with secs. 22-24. 
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MISCELLANEOUS RELATED ACTS 


AN ACT PROHIBITING THE PUBLICATION AND DISTRI- 
BUTION OF ELECTION CAMPAIGN STATEMENTS NOT 
CONTAINING THE NAMES OF PERSONS RESPONSIBLE 
THEREFOR 


[Public Law 544, 78th Cong., December 23, 1944, ch. 706, sec. 1-3 58 Stat. 914; 
repealed, revised, and reenacted into positive law as sec. 612 of title 18, U.S. C., 
by Public a 772, 80th Cong., June 25, 1948; amended by Public Law 732, 
8ist Cong. 


Sec. [1, 2, 3.] | 612. PUBLICATION OR DISTRIBU- 
TION OF POLITICAL CIRCULARS, ADVERTISEMENTS, 
STATEMENTS, ETC.; INCLUSION OF NAMES OF PER- 
SONS OR CORPORATIONS RESPONSIBLE: PENALTY. 
(Title 18, U. S. C., sec. 612, as enacted by Public Law 
772, 80th Cong., 2d sess., superseding secs. 1-3, ch. 706, 
58 Stat. 914, 915, and 18 U. S. C. secs. 62, 62a, 62b; 
amended by Public Law 732, 81st Cong.) 


Lina > ieati itr ; itie : ». Political circulars 
Sec. 612. Publication or distribution of political state- Politics creula 

ments. ete. 
Whoever willfully publishes or distributes or causes 

to be published or distributed, or for the purpose of 

publishing or distributing the same, knowingly deposits 

for mailing or delivery or causes to be deposited for 

mailing or delivery, or, except in cases of employees of 

the Post Office Department in the official discharge of 

their duties, knowingly transports or causes to be trans- 

ported in interstate commerce any card, pamphlet, cir- 

cular, poster, dodger, advertisement, writing, or other 

statement relating to or concerning any person who has 

publicly declared his intention to seek the office of Presi- 

dent, or Vice President of the United States, or Senator 

or Representative in, or Delegate or Resident Commis- 

ss re . ‘acc j r ane 1C] . Convention, 

sioner to Congress, in a primary, general, or special elec- Convention 

tion, or convention of a political party, or has caused or election 

permitted his intention to do so to be publicly declared, 

rhic 4g , 1 ce . 2 . Must contain 
which does not contain the names of the persons, asso- Must conta 
ciations, committees, or corporations responsible for the responsible 
publication or distribution of the same, and the names 
of the officers of each such association, committee, or 
corporation, shall be fined not more than $1,000 or im- 
prisoned not more than one year, or both. 

1 Sec. 612 of title 18, U. 8. C., is quoted in the text above as enacted by Public Law 772, 80th Cong., 
2d sess., as amended by Public Law 732, 81st Cong., 2d sess. The section is based on secs. 1-3, ch. 706, 
58 Stat. 914, 915 (18 U. S. C., 1940 ed., secs. 62, 62a, 62b), and consolidates the three sections. Reference 
in sec. 2 (sec. 62a) to persons on abetting, was omitted in the revision of title 18 as unnecessary since 
such persons are made principals by sec. 2 of the revised title 18. Words ‘upon conviction” which were 
also contained in said section were omitted by the revisers as surplusage, as punishment may not be imposed 


until after conviction. Other changes were made in phraseology without change of substance. (See 
80th Cong., Ist sess., H. Rept. No. 304 on H. R. 3190.) 
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CONTRIBUTIONS BY OR SOLICITATION FROM PERSONS OR 
FIRMS NEGOTIATING FOR OR PERFORMING GOVERN- 
MENT CONTRACTS 


[Public Law No. 753, 76th Cong., July 19, 1940, ch. 640, sec. 5, 54 Stat. 772; 
repealed, revised, and reenacted into positive law as sec. 611 of title 18, U.S. C., 
by Public Law 772, 80th Cong., June 25, 1948] 


Sec. [5.]' 611. CONTRIBUTIONS BY FIRMS OR 
INDIVIDUALS CONTRACTING WITH THE UNITED 
STATES; PENALTY. (Title 18, U. S. C., sec. 611, as 
enacted into positive law by Public Law 772, 80th 
Cong., 2d sess.) 


Contributions by = Sec. 611. Whoever, entering into any contract with 

having United | the United States or any department or agency thereof, 

forbidden -—Ss« ther for the rendition of personal services or furnishing 
any material, supplies, or equipment to the United 
States or any department or agency thereof, or selling 
any land or building to the United States or any depart- 
ment or agency thereof, if payment for the performance 
of such contract or payment for such material, supplies, 
equipment, land, or building is to be made in whole or 
in part from funds appropriated by the Congress, during 
the period of negotiation for, or performance under such 
contract or furnishing of material, supplies, equipment, 
land, or buildings, directly or indirectly makes any con- 
tribution of money or any other thing of value, or prom- 
ises expressly or impliedly to make any such contribu- 
tion, to any political party, committee, or candidate for 
public office or to any person for any political purpose 
or use; or 

peeeetiene Whoever knowingly solicits any such contribution 

orbidden 
from any such person or firm, for any such purpose dur- 
ing any such period— 

Penalty Shall be fined not more than $5,000 or imprisoned not 
more than five years, or both. 

1 This law [sec. 5] was originally mamtohen Se. 5 of the act of July 19, om, amending the Hatch Act but 
is not considered a part of wets is comm —T referred to as the Hatch Act 
Sec. 611 of the title 18, U. 8. C., is quoted in the text above as enacted. by Public Law 772, 80th Cong., 

2d sess. The new section 611 is baeed on former sec. 5, ch. 640, 54 Stat. 772 (18 U.S. C., sec. é6im-l), which 

was repealed. Words “upon conviction a ! before “be fined” were omitted, since punishment may 

not be im before a conviction is secured. Words ‘‘or both’ were added to conform to the almost 

universal formula of the punishment provisions of title 18. A saving clause at the end of the new sec. 611 


was omitted as unnecessary. Changes were made in phraseology. (See 80th Cong., Ist sess., H. Rept. 
No. 304 on H. R. 3190.) 





CIVIL SERVICE COMMISSION REGULATIONS 


CIVIL SERVICE RULE IV 


Section 4.1 of Civil Service Rule IV reads as follows: 


Prohibition against political activity—No person employed in the executive 
branch of the Federal Government, or any agency or department thereof, shall 
use his official authority or influence for the purpose of interfering with an election 
or affecting the result thereof. No person occupying a position in the competitive 
service shall take any active part in political management or in political cam- 
paigns, except as may be provided by or pursuant to statute. All such persons 
shall retain the right to vote as they may choose and to express their opinions on 
all political subjects and candidates. 


POLITICAL ACTIVITY OF FEDERAL EMPLOYEES ! 
GENERAL RESTRICTION 
PROHIBITED ACTIVITY 


Nature of restriction.—The broadest and most widely applicable 
restrictions on political activity are contained in section 9 (a) of the 
Hatch Act (Hatch Political Activities Act of August 2, 1939, as 
amended; 5 U. S. C. 118i) and section 4.1 of Civil Service Rule IV. 
In practically the same words these provisions prohibit the following: 

(1) Using official authority or influence for the purpose of 
interfering with an election or affecting its results. 

(2) Taking an active part in political management or in 
political campaigns. 

Both the Hatch Act and Civil Service Rule IV specifically reserve 
to all persons affected the right to vote as they please and the right 
to express their opinions on all political subjects. 

Other legal restrictions on political activity are summarized on 
pages C2-11 to C2-13. The text of the rule governing the political 
activity of employees in the competitive service and the regulations 
adopted thereunder will be found in Chapter Z1, pages 222-225. 

Enforcement.—The Commission exercises jurisdiction in the enforce- 
ment of the restrictions against political activity of employees occupy- 
ing positions in the competitive civil service. The employing agency 
has the responsibility of the enforcement of the restrictions against 
political activity in the cases of those employees occupying positions 
specifically excepted from the provisions of the Civil Service Act by 
statute or by Schedule A. (Chapter Z1, Sec. 6.100.) 

Determination whether specific activity 1s prohibited—Under section 
15 of the Hatch Act, determinations made by the Commission prior 
to July 19, 1940, as to whether specific activities constitute a viola- 
tion of the prohibition of section 4.1 of Civil Service Rule IV against 
active participation in political management or in political campaigns 
are conclusive determinations as to whether or not these activities 
constitute a violation of a similar prohibition of section 9 (a) of the 


1 From the Federal Personnel Manual (corrected to Jan. 1 ,1956). 
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Hatch Act. Consequently, the jurisdiction of the heads of depart- 
ments or independent establishments under section 9 (a) of the 
Hatch Act is limited, in most cases, to a determination that the 
accused employee did or did not engage in certain activities. 

Penalty.—An officer or employee found to have violated the res- 
trictions imposed by section 9 (a) of the Hatch Act and section 4.1 
of Civil Service Rule IV must be immediately removed from the 
position or office held by him and cannot be reemployed in any 
position the salary or compensation of which is payable under the 
same appropriation as the position from which he was removed. 
This restriction is not limited to the appropriation act for any par- 
ticular fiscal year. If, however, the Commission determines by 
unanimous vote that the violation does not warrant removal it may 
impose a lesser penalty, but the penalty so imposed cannot be less 
than a 90-day suspension without pay. 

Individual responsibility —Each officer and employee is responsible 
for refraining from prohibited political activity. He is presumed to 
be acquainted with the legal provisions applicable to him, and his 
ignorance of them will not excuse a violation. If he is in doubt as 
to whether any particular activity is prohibited, he should present the 
matter in writing to the United States Civil Service Commission before 
engaging in the activity. 

It is the duty of any person having knowledge of a violation of 
any of the provisions prohibiting political activity to submit the facts 
to the United States Civil Service Commission, Washington 25, D. C. 

Activity through another person.—Any political activity that is pro- 
hibited in the case of an employee acting independently is also pro- 
hibited in the case of an employee acting in open or secret cooperation 
with others. Whatever the employee may not do directly or person- 
ally, he may not do indirectly or through an agent, officer, or employee 
chosen by him or subject to his control. Employees are, therefore, 
accountable for political activity by persons other than themselves, 
including wives or husbands, if, in fact, the employees are thus accom- 
plishing by collusion and indirection what they may not lawfully do 
directly and openly. Political activity in fact, regardless of the methods 
or means used by the employee, constitutes the violation. 

This does not mean that an employee’s husband or wife may not 
engage in politics independently, upon his or her own initiative, and 
in his or her own behalf. Cases have arisen, however, in which the 
facts showed that the real purpose of a wife’s activity was to accom- 
plish a political act prohibited to her husband, the attempt being 
made for her husband’s benefit and at his instigation or even upon 
his coercion. This may be true of individuals or it may occur among 
groups of employees’ wives, associated for the purpose of securing 
for their husbands what the husbands may not secure for themselves. 
In such situations, it is obvious that the prohibitions against political 
activity are being violated. ‘The collusion or coercion renders the 
wife’s activity imputable to the husband, and he is guilty of the same 
infraction as if he were openly a participant. 
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EMPLOYEE COVERAGE 


In the absence of specific statutory exemption, the basic political 
activity restrictions apply to any person employed in the executive 
branch of the Federal Tecan or any agency or department 
thereof, or in the Government of the District of Columbia as well as 
to | sacar 0a employed in positions in the competitive service. 

Hmployees on leave-—In general, an employee who is subject to the 
basic political activity prohibitions while on active duty is subject to 
them while on leave with pay, leave without pay, or furlough, and 
incurs the same penalties for an offense committed while in leave or 
furlough status as for an offense committed while on active duty. 
This is true even though the leave is terminal leave, and even though 
the employee’s resignation has been submitted and accepted. How- 
ever, if lump-sum payment is made for accrued annual leave the person 
involved is not soliees to the political activity restrictions during the 
period covered by the lump-sum payment or thereafter. 

It is not permissible for an employee to take leave of absence for the 
purpose of working with a political candidate, committee, or organiza- 
tion, or for the purpose of becoming a candidate for office with the 
understanding that he will resign his position if nominated or elected. 

Part-time and intermiitent employees.—Any person whose employment 
with the Federal Government is only part-time and intermittent, not 
in any case occupying a substantial portion of his time and not afford- 
ing his principal means of livelihood, is subject to the political-activity 
prohibitions of section 9 (a) of the Hatch Act and section 4.1 of Civil 
Service Rule IV while in active-duty status, and not otherwise. 
Such an employee may be listed as a candidate for a public elective 
office provided that he does not engage in political activity on any 
day on which he performs duty as a Foders employee. The period 
of active duty embraces the whole period of status as a paid employee, 
rather than just the working hours of the day. 

Temporary and emergency employees.—Temporary and emergency 
employees are subject to the statute and the rule. 

Persons not subject to political activity restrictions.—The political 
activity restrictions of section 9 (a) of the Hatch Act do not apply to 
the following persons: 


Executive BrancHu 


The President and Vice President of the United States. 

Persons who are compensated from the appropriation for the Office of 
the President. 

Heads and assistant heads of departments. 

Officers who are appointed by the President by and with the advice and 
consent of the Senate, od who determine policies to be pursued by 
the United States in its relations with foreign powers or in the 
nationwide administration of Federal laws. 

Ambassadors of the United States. 

Ministers of the United States. 


LEGISLATIVE BRANCH 


Officers and employees of the legislative branch of the Federal Gov- 
ernment, including secretaries and clerks of Members of Congress 
and Congressional Committees. 
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JupIcIAL BRANCH 


Officers and employees of the judicial branch of the Federal Govern- 
ment, including United States Commissioners, clerks of United 
States Courts, referees in bankruptcy, and their secretaries, deputies, 
and clerks. 

District or CoLUMBIA 


The Commissioners of the District of Columbia.? 
The Recorder of Deeds of the District of Columbia.’ 


OTHER 


Officers or employees of any educational or research institution, estab- 
lishment, agency, or system which is supported in whole or in part 
by any State or political subdivision, or the District of Columbia, 
or by any Territory or Territorial possession of the United States, 
or by any recognized religious, philanthropic, or cultural organiza- 
tion. 

Persons who are retained from time to time to perform special services 
on a fee basis and who take no oath of office, fee attorneys, inspectors, 
appraisers, and management brokers for the Home Owners Loan 

orporation and special fee attorneys for the Reconstruction 
Finance Corporation. 

Persons who receive benefit payments, such as old age assistance and 
unemployment compensation under the Social Security Act, rural 
rehabilitation grants, and payments under the Agricultural-Con- 
servation program. 

Persons retired from the Federal service, unless reemployed in the 
executive branch of the Federal Government. 

Persons serving as star route and contract carriers and clerks in 
fourth-class post offices, provided such persons are not at the same 
time holding other Government employment. 

Employees of The Alaska Railroad residing in municipalities on the 
line of the railroad in respect to activities involving the municipality 
in which they reside. 


2Excepted only from the prohibition against active participation in political manage- 
ment or in political campaigns. 


SUMMARY OF RECOMMENDATIONS CONCERNING CAM- 
PAIGN FUNDS, MADE BY CONGRESSIONAL COM- 
MITEES, 1905-56 


(Prepared by Dorothy Schaffter, Legislative Reference Service, 
Library of Congress, January 1957) 


I, THE POWER OF CONGRESS 


1. During the earliest discussions (1906, 1908) of Congress’ power 
to legislate concerning congressional elections, there was a general 
belief that such power extended only to contributions made for in- 
fluencing elections in two or more States. In 1910 a committee report 
stated that the right of Congress to regulate the elections at which its 
own Members are chosen was well settled. 

2. A frequently repeated recommendation (1911, 1922, 1928, 1931, 
1939, 1945, 1947, 1951, 1953, 1955) is that publicity and other regu- 
latory provisions of Federal corrupt-practices legislation should apply 
to the nominating process (primary or convention) as well as to the 
election proper. In 1922, a House committee supported the idea that 
a constitutional amendment should give this authority to Congress. 
In 1931, a committee stated that it would be within the constitutional 
power of Congress to require a candidate to comply with the reason- 
able regulations of Congress limiting the amount of his expenditure 
and prescribing filing. Congress’ constitutional power to regulate 
the primary election and nominating convention was accepted by a 
committee in 1945. In 1946 a report contained the recommendation 
that the Federal Corrupt Practices Act not be extended to cover pri- 
mary elections, but that the situation should be brought forcibly to 
the attention of the States; because it is the duty and responsibility 
of States to prevent fraud and corruption in elections, they should 
enact the necessary laws. The 1955 recommendation was for extension 
of coverage of Federal law to primaries and caucuses without mention 
of conventions. 

3. Two committee reports (1911 and 1918) contained recommenda- 
tions for regulating corrupt practices of Members of Congress only; 
five reports (1912, 1920, 1929, 1931, 1941) dealt with presidential and 
Vice-presidential campaigns. The 1920 report recognized constitu- 
tional difficulties in pacalatod poet campaigns; in 1931 the 
committee supported the theory that Congress has the power to protect 
from taint of corruption the elections of all Federal officers. In 1955 
it was recommended that Congress provide for legislative supervision 
of the enforcement by executive agencies of the Federal Government, 
of Federal laws regulating corrupt practices in Federal elections. 

4. A few recommendations have been made concerning the work of 
congressional committees dealing with campaign contributions and 
expenditures; (a) the appointment of a new committee at the begin- 
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ning of each Congress (1939, 1943); (0) establishment of some per- 
manent congressional agency to watch the evolving practices in the 
field of political activity and to keep up-to-date regulations insuring 
continuity of compliance with general standards (1945, 1951); (c) 
establishment of a special committee on campaign expenditures as a 
subcommittee of the Senate Committee on Privileges and Elections 
(1945) ; (d) formulation of rules on the procedures and standards for 
contesting the election of a Senator because of acts committed in the 
conduct of his campaign, and establishment of standards for what 
constitutes sufficient grounds for unseating a Senator (1951); (e) 
adoption by the Rules Committee of the Senate of a rule that use of 
defamatory literature in a Senate campaign constitutes grounds for 
consideration by the Senate of declaring such a seat vacant (1951) ; 
(f) adoption of the principle that a sitting Senator, regardless of 
whether he is a candidate in the election himself, should be subject to 
expulson by the Senate, if it finds him engaged in acts committed in 
a senatorial election which make him, in the opinion of the Senate, 
unfit to hold his position (1951) ; (g) creation of a standing commit- 
tee of the House to conduct the study, draft comprehensive legislation 
as required, and supervise elections of Members of the House, rather 
than leaving such duties to special committees (1953) ; and (A) study 
of the possibility of advising the State to establish machinery for re- 
counting ballots cast in primary and general elections for Representa- 
tive and Senator, in order that the two Houses might refrain from 
conducting recounts except in instances where a prima facie case 
is made by a contestant on the ground that the State machinery has 
not provided a just and correct count in this case (1953). 


Il. PUBLICITY CONCERNING CONTRIBUTIONS AND EXPENDITURES 


1. General recommendations 


Particularly in early committee reports (1906, 1908, 1916) there 
were general recommendations that there should be compulsory pub- 
licity concerning contributions and expenditures of money, or its 
equivalent, searang elections. In 1924 a House committee report 
stated that such publicity was needed throughout the entire year be- 
cause the public knew only of contributions made just before and just 
after elections. A recent recommendation was to improve and make 
more realistic the reporting requirements imposed on candidates for 
elective Federal office and political committees supporting such can- 
didates (1955). 


2. General and local publicity 

Prompt local publicity has been proposed by means of filing dupli- 
cate copies of the report made to the agency of the Congress desig- 
nated to receive it, such local filing to be with the United States district 
court nearest the candidate’s place of residence (1931) or the United 
States district court in the district in which a party’s committee head- 
quarters is located (1945). In 1937 attention was called (without 
recommendation) to local publication practices in England and sev- 
eral States. The committee felt this would be difficult to apply in 
presidential and senatorial elections, but it might be practical for 
elections for Representatives. In the same year (1937) the report 
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contained the suggestion that the secretaries of state of the various 
States, or other officials designated by law, might be required to file 
with the Clerk of the House or some Federal agency, a summary of the 
receipts and disbursements of the State central political committees. 
Systematic compilation, summarization and prompt publication of 
statements of campaign expenditures were recommended in 1945 and 
1951. In 1946 it was proposed, as the best means of securing com- 
pliance with all national election laws, that copies be sent during each 
year in which national elections are held to all candidates, political 
committees, newspaper and magazine publishers, and radio stations. 


8. The form and content of reports 


In one early report (1911) it was simply recommended that item- 
ized statements covering all amounts received and expended by candi- 
dates be filed. In four recent reports (1937, 1945, 1946, 1951) there 
has been a recommendation for a uniform method of reporting, or 
accounting, under the Corrupt Practices Act (1937, 1945, 1946, 1951) ; 
the 1946 recommendation included the requirement of a breakdown 
of expenditures to indicate in whose behalf they were made. In 1939 
and 1943 the need for reporting both exempt and nonexempt items of 
campaign expenditure was stressed; in 1951 the report contained a 
recommendation that the provision for exemptions in reporting expen- 
ditures by candidates be repealed. In 1937 it was suggested that 
political committees be required to file the names and addresses of their 
three ranking officers with the Clerk of the House or other designated 
Federal agency within a given period after organization. Since the 
distinction between payment and distribution and gift and subscrip- 
tion failed to constitute adequate differentiation, the redefinition of 
contribution and expenditure in the law was recommended (1947). 
In 1951 a Senate committee noted the desirability of requiring indi- 
vidual contributors of $100 or more to campaign funds, to report their 
own contributions (this would provide reports by the contributor, 
as well as the candidate and the party, to a designated agency of the 
Federal Government). In 1953 a special committee of the House 
recommended revision of the required financial reports to indicate how 
much was spent by, or for, each candidate for a Federal office. A 
Senate committee recommended, in 1956, that every contributor of 
more than $5,000 in any one calendar year shall file with the Secre- 
tary of the Senate a detailed account concerning the contributor, 
the amount of the contribution, and the candidates to whom the 
contributions were made (filing both before and after the election 
was also recommended.) 

4. The place of filing 

In 1931 it was recommended that, instéad of filing statements with 
the Clerk of the House and the President of the Senate, a joint congres- 
sional committee on elections be provided and that all reports be filed 
there. This was held to be in harmony with the constitutional pro- 
vision that each House is the judge of the election and qualifications 
of its own members. In 1947 there was a recommendation that the 
Senate Committee on Rules and Administration and the House Com- 
mittee on Administration be made the depository offices for their 
respective Houses, for the filing of statements by candidates and com- 
mittees. The two congressional committees would examine the state- 
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ments, develop uniform reporting methods, refer delinquents to the 
proper agencies for criminal prosecution, and publish and compile 
summaries of the information field with them. the 1951 report ddvo- 
cated, as one means of developing more effective publicity, the estab- 
lishment of a single national depository office for the filing of reports 
by candidates and political committees. 


5. Time of reporting 

In 1910 publicity concerning campaign expenditures prior to elec- 
tions was opposed as tending to divert public attention from the 
qualifications of candidates; it was recommended that the treasurers 
of political committees should file itemized statements, with the Clerk 
of the House, 30 days after election, and that these statements remain 
on file for public inspection for 15 months. In 1911 the requirement 
of publicity before as well as after election was recommended. In 
1946 it was recommended that political committees be required to 
register as such with the Clerk of the House, not later than 60 days 
before each general election, and that such committees be required to 
file reports at the times due, notwithstanding that during one or more 
of the 3-month periods covered by the present law no activity occurs 
in securing contributions or making expenditures. In 1946 and 1948 
reports of committees contained a recommendation for the repeal of 
the provision of the law which requires the filing of statements not 
less than 10 nor more than 15 days before an election because it appeared 
that filing 30 days after election was all that was necessary to accom- 
plish desired results. A recommendation was made in 1956 for filing 
specified information 30 days prior to, and 30 days after, an election. 


6. Punishment for violation 

Five recommendations have been made in recent reports, as follows: 
(a) The Clerk of the House should be responsible for ascertaining 
promptly such candidates or political committees as have failed or 
neglected to file reports, for notifying each of his failure and demand- 
ing prompt filing, and for reporting final failures to the Attorney 
General for appropriate action (1946) ; (6) there should be stringent 
criminal liability for willful violation of corrupt practices legislation, 
with adequate fines and minimum mandatory sentences of 30 days 
in case of conviction of an individual (1947); (¢c) provision should 
be made for not seating anyone who has willfully not complied with 
reporting requirements (1951); (d) studies should be made of means 
of enforcing the reporting of all campaign donations and expenditures 
by the candidate, his official campaign organization, and all affiliated 
or supporting organizations (1951); and (e) the depository office 
receiving financial reports should be responsible for insuring that 
they have been filed according to law, and for making them available 
for public inspection (1953). 


III. LIMITATION OF AMOUNTS OF CONTRIBUTIONS AND EXPENDITURES 


Early reports of congressional committees contained recommenda- 
tions that the amounts of campaign expenses (1911) and of contribu- 
tions by individuals (1912) be limited. In 1916 there were several 
recommendations: (a) limitation of individual contribution to $5,000 ; 
(6) limitation of expenditures by a candidate for the Senate or House 
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to $5,000 and $2,500, respectively; (¢) no limitation on a candidate’s 
expenses for traveling, subsistence, telephone and telegraph, postage, 
freight, advertising and circulars, although the candidate would | 
required to report the costs of advertising and circulars; and (d@) in 
general, generous allowance was recommended for specified campaign 
expenditures while the use of funds for other purposes was prohibited. 
In 1925, a Senate committee report called attention to the problem 
of accommodating campaign expenditures to some extent to the size 
and population of the State or district, and also to the possible pro- 
hibition of collection of large sums in certain States for disbursement 
in other States. 

Limitation on individual contributions in behalf of a candidate for 
election to Federal office was recommended in 1939. In 1941, and 
again in 1943, reports contained recommendation for the removal of 
ambiguities and uncertainties as to the statutory limitations on cam- 
paign contributions and expenditures. A congressional committee 
in 1941 recommended consideration of the advisability, possibility and 
validity of placing an all-inclusive limit on the total amount of money 
collected or expended in any one calendar year by one individual, to 
be used directly or indirectly on behalf of a candidate for Federal 
office. 

The existing ceiling limitations were the subject of consideration 
nearly every year between 1945 and 1951. Elimination of the existing 
ceilings ($3 million for political committees and $5,000 for individ- 
uals) was recommended in 1945, 1947 (in this year it was recommended 
that effective publicity requirements be substituted for the ceilings), 
and 1951 (elimination or substantial increase in case of candidates, 
complete abolition of limitation on national political committees). 
Revision of the ceilings upward was recommended in 1946 (for can- 
didates and political committees), specific increases were proposed, in 
1947 (for candidates) and in 1948 (substantial increase in amounts 
to be spent annually in campaigns for election to Congress, and an 
increase, with discrimination, in the amounts allowed per calendar 
year for individuals and political committees). In 1948 a committee 
report recommended that a fixed limitation be placed on the amount 
which a political committee, group or organization may spend for or 
in behalf of a candidate for Federal office. 

In 1951 a Senate committee, recognizing that many new forms of 
communication were producing great increases in the costs of cam- 
paigning, recommended that the formula for calculating limits on 
donations and expenditures should be realistic and should reflect 
current costs and modern campaign techniques. They stated that 
the present law, granting exemptions from expenditure limits on a 
large block of usual campaign expenditures, makes it almost impossible 
to determine with accuracy whether the legal limits have been violated. 

A special committee of the House recommended in 1953 that (a) the 
existing limitation of $3 million for national political committees be 
substantially raised, and a lower limit be established for political 
committees active in only one State; (b) the existing limitations on 
candidates for the Senate and House ($25,000 and $5,000, respectively ) 
be raised substantially, and that the law be clarified to indicate what 
expenditures are to be included in determining compliance; and (c) 
the limit of $5,000 on individual contributions be revised, because, as 
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it is presently written, it is subject to a variety of interpretations. 
In 1955 a Senate committee recommended an increase in the amount 
that candidates for elective Federal office may legally spend to seek 
nomination or election. 


IV. RESPONSIBILITY OF THE CANDIDATE AND HIS AGENTS, AND OF POLITICAL 
COMMITTEES 


A proposal to curb the growth of political racketeers, made in 1931, 
would have centered responsibility for campaign expenditures on the 
candidate or his agent, by prohibiting all persons not properly author- 
ized by the candidate or his agent from receiving contributions or 
making expenditures. In 1937 the appointment of agents to act for 
each candidate or nominee, as under the British system, was suggested, 
but the committee doubted that this plan would add much to the 
present system. Protection to the candidate for Federal office against 
false, libelous and scurrilous campaign material was discussed in 
1941, but the only remedy suggested was that all campaign literature 
bear on its face the names of its sponsor and printer or publisher. 
In 1945, 1947, and 1951 reports contained the recommendation for a 
redefinition of “political committee” to cover all organizations which 
seek to influence directly or indirectly the nomination or election of 
a Federal officer. 

In 1946 it was recommended that national councils of the directing 
heads of political committees and organizations securing contribu- 
tions and making expenditures in elections for members of the House, 
be required to keep central records of nationwide activities, including 
contributions and expenditures, for the purpose of centralizing re- 
sponsibility: such committees should be appointed in early spring 
of election years to afford sufficient time to perform their duties. 

Four recommendations were made in 1951, as follows: (a) A po- 
litical committee should be precluded from receiving contributions 
and making expenditures for a candidate without his written authori- 
zation, and without first notifying Congress of the name of the com- 
mittee, its address, the names of its officers, and the names of the 
candidate or candidates for whom contributions and expenditures are 
to be received and made; (4) the present requirements that political 
committees keep the name and address of every person making a 
contribution and list all contributions and expenditures are unduly 
burdensome; (c) the requirement that persons other than political 
committees who spend more than $50 per year must report should 
be amended to increase the amount to $500 or some such figure; and 
(d) provision for the distribution of unsigned advertisements or cir- 
culars should be modified to prohibit this sponsorship by any other 
than an authorized committee or candidate; it should provide that 
newspaper advertisements contain statements concerning their costs; 
and circulars should contain statements of the number printed and 
the cost. 

Other recommendations made in 1951 included the following: (a) 
The Senate should establish standards to fix by law the responsibility 
of the candidate for the campaign acts and conduct of his campaign 
manager and other aids; (6) legislation should be enacted outlawing 
all types of “composites” (pictures, recordings, etc.) designed to mis- 
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represent or distort facts regarding any candidate; and (c) both major 
political parties should act to establish standards of fair campaigning, 
and to condemn officially the use of unfounded charges of disloyalty 
or other campaign tactics which without foundation cast doubt upon 
the patriotism or loyalty of competing candidates (a continuing joint 
committee of eminent party members was suggested as a means for 
securing higher and cleaner standards of campaigning). 

In 1955 a Senate committee recommended (a) extension of Federal 
law regulating financial activities of interstate political committees, 
to all political committees expending more than $100 annually which 
are active in campaigns for elective Federal office; and (6) centraliza- 
tion, to the extent that it is practicable, of responsibility for campaign 
practices and tactics. 

In 1956 a select committee of the Senate recommended (a) that 
Congress consider the advisability of amending the election laws to 
require that candidates for Federal office designate fiscal agents au- 
thorized to solicit and accept campaign contributions; (6) that such 
information be published in newspapers of general circulation in 
communities where the agents live; and (c) that evidence of publica- 
tion be filed with the Secretary of the Senate. 


V. SOLICITATION AND RECEIPT OF FUNDS BY MEMBERS AND COMMITTEES 
OF CONGRESS 


In 1914 a committee of the House reported that, in its opinion, con- 
gressional committees or members thereof may solicit and receive 
contributions for political purposes from Senators and Representa- 
tives without violation of sections 118, 119 of the Criminal Code (the 
minority thought that such a violation existed). A Senate committee 
in the same year (1914) recommended that it be made unlawful for a 
Member of the Senate or of the House to solicit funds, directly or 
indirectly, and that violation constitute a misdemeanor punishable 
by fine of $1,000, 60 days imprisonment, or both. 

In 1916 a Senate report carried the recommendation that it be made 
unlawful for a Member of Congress to serve on, or to solicit funds 
for, any political club, committee, etc. 


VI. USE OF FRANKING PRIVILEGE 


In recent years four reports have included recommendations on this 
subject: (a) The several laws covering the franking privilege should 
be reconciled and possibly recodified into a single statute (1937) ; 
(6) stricter regulation of the franking privilege should be enacted 
(1939); (ce) abuses of the congressional franking privilege in cam- 
paigns should be prevented (1941) ; and (d) provision should be made 
for equalizing the franking privilege, either by eliminating its use 
entirely in connection with campaigns or by making it available in 
some limited manner to all qualified candidates (1951). 


VII. CONTRIBUTIONS BY FEDERAL EMPLOYEES 


In 1937 it was recommended that it be made unlawful for any Fed- 
eral employee to influence through fear, intimidation, or coercion, 
the vote of any person employed by him, or of any person dependent 
on publie funds, in an election for any Federal officer. 
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The subject received considerable attention in 1939, in the follow- 
ing recommendations: (@) Prohibition not only of soliciting and re- 
celving political contributions by Members of Congress or candidates 
for Congress, but also by anyone acting in their behalf; (6) prohibi- 
tion not only of soliciting and receiving political contributions by offi- 
cers or aatiaiad of the United States Government or persons receiv- 
ing their salaries from money from the United States Treasury, but 
also by anyone acting in their behalf; (¢) prohibition of political 
contributions of Federal employees not only to Members of Congress, 
but also to any candidate for such office or any person acting on behalf 
of a candidate; (d) amendment of the law relating to solicitation for 
political contributions in any room or building occupied or used offi- 
cially by the Federal Government, to include solicitation by letter or 
telephone, as well as in person; and (e) consideration by the Senate of 
the question whether or not contributions for political purposes, 
made either voluntarily or involuntarily, by persons in Federal em- 
ploy should be permitted. 

In 1951 a report contained the recommendation for repeal or modi- 
fication of the prohibition against participation in elections by Federal 
employees or persons paid in whole or in part from Federal funds. 

A House report in 1955 recommended amendment of the Hatch Act. 
Some of the changes would have made certain provisions inapplicable 
to State employees, and other changes would have affected Federal 
employees. 


VIII. CONTRIBUTIONS BY CORPORATIONS, BANKS, ETC. 


The recommendation that corporations be prohibited from making 
political contributions was made in reports in 1912 and 1916. 

In 1937 it was recommended that the making of political con- 
tributions should be unlawful from organizations, associations, or 
enterprises including national banks and corporations whose aims or 
purposes advance group, class, or special interests. Penalties were 
recommended for violation. In the same year (1937) it was further 
recommended that it be made unlawful for any person, corporation, 
group, organization, or association, or for any of their officers, direc- 
tors, or agents, to influence through fear, intimidation, or coercion, the 
vote of any person employed by them or dependent on public funds, in 
an election for a Federal official. Finally, the 1937 report recom- 
mended that corporations forbidden by law to make contributions be 
prevented from influencing elections through political advertising. 

In 1939 it was recommended that contributions to a primary or 
general election campaign fund be prohibited from any national bank, 
corporation organized under Federal law, or corporation engaged in 
interstate and foreign commerce. 

A 1941 report recommended that the following prohibitions be 
adopted: (a) private companies and their officials, from coercing em- 
ployees in connection with the nomination and election of Federal 
officials; (6) the making of contributions, direct or indirect, to cam- 
paign funds for nomination or election of Federal officials, by public 
utility or other corporations regulated in whole or in part by the Fed- 
eral Government, or by officers or directors of such corporations. The 
1941 report also recommended that the provisions of the corrupt prac- 
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tices act prohibiting direct or indirect contributions to campaign 
funds by national banks, be made effective. 

The prohibition of campaign contributions by corporations engaged 

in interstate commerce to further the nomination or election of United 
States Senators was recommended in 1943. 
‘ One member of a congressional committee recommended in 1945 that 
corporations, banks, and labor organizations be prohibited from ex- 
pending, as well as from contributing, money in campaigns for Fed- 
eral election. 

In 1946 it was recommended that one section of the War Labor 
Disputes Act (sec. 9, Public Law 89, 78th Cong.) be reenacted as a 
permanent amendment to the Federal Corrupt Practices Act (sec. 
313). This would make it unlawful for a national bank or a corpo- 
ration authorized by act of Congress to contribute to the election fund 
of any political officer, and for a corporation to contribute to the elec- 
tion of any Federal officer. The receipt as well as the contribution 
of such funds was included. Clarification of the section with the 
proposed amendment would provide specifically that expenditures for 
salaries to organizers, the purchase of radio time, and other expendi- 
tures prohibited to organizations in connection with elections, would 
constitute violations of the section whether or not the expenditure was 
made with or without the knowledge or consent of the candidate. 

In 1947 it was recommended that the prohibition upon “contribu- 
tions” be expanded to include ‘ek pendiburen,” by a corporation, 
national beak or labor organization in connection with Federal 
elections. 


Ix. CONTRIBUTIONS BY “NONPOLITICAL” ORGANIZATIONS 


In 19438 a report recommended that individuals, groups, or associa- 
tions engaged in soliciting and expending campaign funds for elec- 
tions to the Senate be required to register and to report in full to the 
Secretary of the Senate, presenting complete statements such as those 
presently required of candidates in campaigns before general elections. 

Considerable attention was given to this problem in 1945. (1) The 
report stated that disclosure of funds should be made by nonpolitical 
as well as political organizations, because some of the “educational” 
organizations under investigation did not reveal their true colors. 
Enforced disclosure by the suppliers of political propaganda was held 
to be necessary for the protection of the public. It was believed that 
difficulties would be corrected by requiring that final reports be filed 
with the Clerk of the House within 30 days after the election. (2) The 
report posed three questions which Congress must answer: 


(a) Have the directing heads of labor unions the right to create 
in their own organizations, corporate entities to receive funds 
from the treasuries of their various branches (either with or with- 
out the knowledge and consent of members) and to use those funds 
for political purposes? Union officials contended that such an 
organization 1s not a “labor organization” under the present law. 

(6) If a contribution, as described above, from a labor union is 
either given before a campaign, or is used only for primaries or 
conventions (and hence might not violate the Smith-Connally 
Act), is it a violation of the Hatch Act which declares it unlaw- 
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ful to contribute directly or indirectly an aggregate amount in 
excess of $5,000 during any calendar year, or in connection with 
the campaign for nomination or election, to or on behalf of any 
candidate for Federal office? 

(c) Should there be a legal distinction between “contributions” 
and “expenditures” on behalf of candidates? Union groups con- 
tend that the money they spend for or against a political party 
or candidate is not a “contribution” as defined by law, but rather 
an “expenditure” which is not restricted. 


The 1945 report contained the suggestion that the statutory au- 
thority of an agency empowered to require disclosure of campaign 
pecerier Mee Piew and expenditures be broad enough to cover organizations 
representing themselves as opinion-molding, educational or similar 
types (including civic, fraternal, social, patriotic, recreational, re- 
ligious, and welfare) . This was held to be the only means of reaching 
organizations masquerading under a nonpolitical heading but actually 
engaged in political activity. The committee in 1945 was interested 
in issues of policy raised by institutions, like the Political Action 
Commttee, supported by organized labor. Full study was held to be 
needed. If it were determined that they are detrimental to the gen- 
eral welfare, legislation would have to be revised and new laws 
enacted. There was need for a factual basis for regulation to check 
corrupt and undemocratic influences, which regulation the public 
would accept as reasonable and nonpartisan. 

In 1946 it was recommended that the provision of section 9 of 
the War Labor Disputes Act (Public Law 89, 78th Cong.) amending 
section 313 of the Federal Corrupt Practices Act be reenacted to make 
ita permanent amendment. The section made it unlawful for a labor 
organization to contribute or receive contributions to a campaign fund 
for election of a Federal official. It was further recommended that 
this section be clarified to provide specifically that expenditures for 
salaries to organizers, purchase of radio time, and other expenditures 
by prohibited organizations in connection with elections, constitute 
violations of the section, whether or not made with or without the 
knowledge or consent of the candidate. 

In 1953 a special committee of the House recommended that the 
financial reporting requirements now applying to political committees 
be extended to include all organizations which accept contributions 
and make expenditures in connection with election of candidates to 
Federal office. 


X. POLITICAL ACTION IN CONNECTION WITH RECIPIENTS OF RELIEF FUNDS 
AND SIMILAR BENEFITS 


In 1939 several recommendations were made on this subject, as 
follows : 


(a) Charges had been made of undue political activity in the 
conduct of the Works Progress Administration, and the con- 
gressional committee reported that it believed that WPA funds 
had been improperly diverted from their original purpose and 
directed to political ends. They recommended that the States 
prepare legislation to prevent future abuses of this nature. 
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(6) It was recommended that contributions for any political 
purpose be prohibited by any person who benefitted from Federal 
relief funds or who was engaged in the administration of Federal 
relief laws. 

(c) It was recommended that any person engaged in the ad- 
ministration of the Federal relief laws be prohibited from using 
his official authority or influence to coerce the political action of 
any person or body. 

id) Amendment of the Work Relief Act was recommended to 
make violation of its provision a “felony” rather than a “misde- 
meanor” in cases relative to deprivation of benefits by fraud, 
intimidation, discrimination, etc. 

e) The committee recommended amendment of all Federal 
relief acts to provide that any person knowingly revealing a list 
of persons receiving relief or administering relief, for delivery, 
to a political candidate, committee, campaign manager, or em- 
ployee thereof, be deemed guilty of a misdemeanor. 

(f) Finally, the 1939 report contained the recommendation 
that candidates should be prohibited from promising work, em- 
ployment, money, or other benefits in connection with public relief. 

A 1941 report recommended the prohibition of the distribution of 
surplus commodities or other necessaries of life, cash, or other benefits, 
by any Federal relief or local administrative agency, for the purpose 
of nominating or electing any Federal official. 


XI. INSTALLMENT CONTRIBUTIONS 


In 1929 a Senate committee reported on a practice which it declared 
to be coercive and which it believed should be made unlawful. Fed- 
eral officeholders in Texas had made contributions to campaign funds 
by signing notes payable in installments over a 2-year period. These 
notes were placed in banks for collection, and the returns went to the 
party organization. 


XII. COALITION OR GROUP TICKETS 


In 1939 it was recommended that the Senate consider the question 
of legislation in connection with group or coalition tickets. 


XDI, STATE AND LOCAL ASPECTS 


In a report in 1931, a committee expressed the belief that it was 
unwise to spell out in the bill under consideration the extent and 
character of control over the conduct of elections in the several States, 
although evidence before the committee revealed widespread frauds 
in campaign expenditures by State candidates. 

Without making any specific recommendations a committee in 1941 
concluded that there are many defects in the corrupt practices acts 
of the States, and that clarification of them would contribute much. 
All such laws should promote proper information, honest advertising, 
honest editorials, and free and fair elections. In 1941 it was recom- 
mended that pernicious political activities by county and township 
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committeeman, or agricultural conservation associations, be made 
unlawful. 

After consideration of “shadow a by a candidate before a 
primary election (that is, filing with the same name or initials as 
another and better known candidate) a committee reported, in 1943, 
that this practice would be dealt with most effectively through the 
States and party organizations. 

In 1945 a report contained the recommendation that the Council 
of State Governments consider making a study of the election statutes 
of the States, in order to achieve more uniformity and higher stand- 
ards for the purpose of assuring honest elections. 

In 1951 a Senate committee advised immediate studies to determine 
the extent to which powerful national groups or other forces are anony- 
mously invading State elections, so that voters could be aware of their 
action before elections. 

A proposal was made in 1953 by a special committee of the House, 
that the financial reporting requirements of existing law, now appli- 
cable only to activities and expenditures in two or more States, be 
extended to include activities and expenditures in a single State, if 
occurring in connection with election to Federal office. 

Amendment of the Hatch Act, proposed in 1955 by a committee of 
the House, would have altered certain provisions concerning political 
activities for the purpose of making them inapplicable to State officers 
and employees (amendment of certain provisions applying to Federal 
officials was also recommended). 


XIV. PUBLIC SUPPORT OF CAMPAIGN COSTS 


In 1937 a report contained the suggestion that private contributions 
to political campaigns be prohibited entirely, wt that all election ex- 
penses be defrayed from puble funds. It was noted that this would 
require action by the States as applied to nominations of candidates for 
Senator and Representative, and to election of delegates to national 
conventions to nominate candidates for President and Vice President. 


XV. GENERAL PROPOSALS FOR REVISION AND CODIFICATION 


In addition to the very numerous proposals for legislation contain- 
ing forms of regulation of campaign contributions and expenditures, 
and for legislation amending aouailes provisions of the law on that sub- 
ject, in many cases congressional committees reported in favor of gen- 
eral revision, amendment and codification of all existing corrupt prac- 
tices legislation (particularly of the Federal Corrupt Practices Act 
and the Hatch Act). Such recommendations were made in 1916, 1941, 
1945, 1946, 1947, 1948, 1951, 1953, 1955, and 1956. In one case, a com- 
mittee went so far as to recommend that the Federal Corrupt Practices 
Act and the Hatch Act be repealed, and new and comprehensive legis- 
lation enacted (1947). In 1946 a committee recommended that the 
Federal Corrupt Practices Act either be enforced, or repealed. In 
recent a (1951-56) there has been particular emphasis on the need 
for making thorough studies preliminary to comprehensive revision of 
the election statutes. 





DIGEST OF EARLIER COMMITTEE RECOMMENDATIONS 
FROM PUBLISHED CONGRESSIONAL REPORTS RELA- 
TIVE TO THE SUBJECT OF CAMPAIGN FUNDS AND 
EXPENDITURES, 1905-56 


(Prepared by Doris S. Whitney, Legislative Reference Service, 
Library of Congress, January 24, 1957) 


Firry-Nintu Coneress, 1905-7 


H. R. 19515, House Report 5082, June 29, 1906 


H. R. 19515 developed from two bills, namely H. R. 11642 and H. R. 
19078. The majority of the Committee on Election of President, Vice 
President, and Representatives in Congress recommended passage 
with minor amendments, and wanted the bill “to go far enough actu- 
ally to compel publicity in the contribution and expenditure of mone 
or its equivalent, affecting elections and congressional nominations.” 
There was a divergency of views as to the power of the Federal Gov- 
ernment. H. R. 11642 sought to compel publicity of contributions 
made for the purpose of promoting the election or defeat in two or 
more States or Territories of the United States of candidates for the 
offices of Representative or Delegate to Congress or for presidential 
elector. The terms of the bill applied to any political committee hav- 
ing jurisdiction in two or more States or Territories. The majority 
believed H. R. 11642 too general in its terms. In contrast, the ma- 
jority expressed surprise at the extent to which H. R. 19078 would 
limit the power of the Federal Government to deal with elections. 
Quoting from the report: “The right to make or alter State regula- 
tions relative to elections for Representatives is explicit in the Con- 
stitution and has been repeatedly upheld by the Supreme Court.” 

The minority indicated some doubt as to the power of Congress to 
legislate at all on this subject matter, but favored legislation provid- 
ing for publicity of campaign contributions and expenses. The mi- 
nority held that it was “safer to adhere strictly to the national idea in 
legislation of this character” and submitted a modification of H. R. 
19078 as a substitute for H. R. 19515. 


SrxtretH Coneress, 1907-9 


H. R. 20112, House Report 1505, April 20, 1908 


The Committee on Election of President, Vice President, and Rep- 
resentatives in Congress recommended passage of an amended bill 
which provided for publicity of contributions made to national com- 
mittees. No specific recommendations were contained in the report. 
The committee report indicated the general belief that Congress had 
no constitutional authority to regulate or control the election of presi- 
dential electors; that the constitutional provision was quite clear in 
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stating that the legislatures of the several States are supreme in that 
respect, with certain limitations. In the matter of the power of 
Congress to regulate and control all elections of Representatives in 
Congress, the report stated there was no limitation. The committee 
proceeded on the grounds that the different States had no authority 
to control national committees, and felt their efforts should be con- 
fined to publicity of expenditures made by such committees and per- 
sons as were not within the jurisdiction of any State. Thus, the bill 
reported undertook to regulate such contributions only in cases where 
the contributions were made for the purpose of influencing congres- 
sional elections in more than one State. 


Srxty-rirst Coneress, 1909-11 


H. R. 2250, Senate Report 689, May 13, 1910 


The measure provided “for publicity of contributions made for pur- 
poses of influencing elections at which Representatives in Congress are 
elected. ” The Committee on Privileges and Elections recommended 
passage with amendment and disapproved section 5 concerning pre- 
election publication of contributors and amounts contributed. The 
committee felt publicity of contributions prior to election would tend 
to divert public attention from qualifications of candidates and there- 
by prejudice elections. The substituted amendment provided that the 
treasurer of a political committee 30 days after election file with the 
Clerk of the United States House of Representatives an itemized 
statement, open for public inspection for 15 months. 


Srixry-seconp Conoress, 1911-13 


H.R. 2958, House Report 1, April 12, 1911 


The report stated that the purpose of H. R. 2958 was to amend exist- 
ing law (H. R. 2250, passed by the 51st Cong., referred to as the 
“publicity law”) and to require publicity before as well as after elec- 
tion. The committee felt the bill had retained all the valuable provi- 
sions of existing legislation and, with minor amendments, recom- 
mended passage. 


H. R. 2958, Senate Report 78, June 19, 1911 


The committee report stressed the fact that the importance of giv- 
ing full publicity to contributions is so great that preelection state- 
ments should be required and tried out in practice. It recommended 
that the scope of the amendment should be broadened, extending its 
operation so as to give publicity to all campaign contributions and 
expenses at primary elections where congressional nominations are 
made; all general elections where Representatives to Congress are 
chosen; all primary elections held for nominations of Senators; all 
general elections at which candidates for office of Senator are seeking 
endorsement; all elections of United States Senators by State legisla- 
tures. The committee amendment also provided for itemized state- 
ments covering all amounts received and expended by candidates to 
further election. Committee thinking revealed new emphasis on pub- 
licity for primary campaign expenditures. 
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H. R. 2958, conference report, House of Representatives No. 147, 
August 14, 1911 
The conferees agreed on a change in the title of the act, extension 
of its scope to include candidates for nomination and election to the 
offices of Representative and Senator, and limitation of the amount of 
campaign expenses. 
S. 3313, Senate Report 1101, August 3, 1912 
The Committee on Privileges and Elections recommended amend- 
ment and passage. The legislation prohibited corporations from mak- 


ing contributions in connection with political elections and limited the 
amount of contributions made by individuals. 


Senate Resolution 79, Senate Report No. 447, March 4, 1912 

The report revealed favorable recommendation by the Committee 
To Audit and Control the Contingent Expenses of the Senate. The 
Committee on Privileges and Elections was directed to inquire into, 
and to report on the amount of money subscribed and paid by per- 
sons, firms, corporations, etc., to national committees and national con- 
gressional campaign committees of political parties to influence result 
of elections of November 8, 1904, and November 3, 1908. The report 
stated that in this recommendation the committee disclaimed “any 
purpose to indicate whether the inquiry should be made or not,” but 
its action provided money necessary for the inquiry. 


House Resolution 498, House Report 581, April 20, 1912 

The Committee on Rules recommended adoption of House Resolu- 
tion 498, which fixed the time for consideration of H. R. 23349, per- 
taining to publicity on contributions and expenditures spent for the 
purpose of influencing, or securing the nomination of candidates for 
the offices of President and Vice President. 


Senate Resolution 79, Senate Report 681, April 29, 1912 


The report recommended adoption of the resolution, with minor 
amendments, establishing inquiry into, and report as to amount of 
money subscribed and paid to national committees and national con- 
gressional campaign committees of political parties by persons, firms, 
corporations, etc., to influence the result of the election of November 8, 
1904, and November 3, 1908, at which Representatives were elected. 
H. R. 23349, House Report 565, April 17, 1912 

The Committee on the Election of President, Vice President, and 
Representatives in Congress recommended a bill which extended the 
provisions of the Publicity Act of June 25, 1910, as amended August 
19, 1911, to include the “president, chairman, secretary, manager or 
other person in charge of any political headquarters, bureau or com- 
mittee of any political organization or party which shall attempt to 
influence or secure the nomination of any person as a candidate for 
the office of President or Vice President,” but suggested no limitation 
on the amount which any person may contribute, although the com- 
mittee felt that “such limitation ought to be imposed by proper legis- 
lation in the very near future.” All that was sought by this legisla- 
tion was to secure full publicity, both before and after nomination, of 
the source from which contributions came, the total sums expended, 
and the purposes therefor. 
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Srxty-rourtH Conaress, 1915-17 


S. 6487, Senate Report 498, May 18, 1916 

The committee recommended passage of bill, with certain amend- 
ments, pertaining to publicity of campaign contributions made for 
purpose of influencing elections at which Representatives are elected ; 
to extend same to election of United States Secatan and Presidential 
electors; to regulate, control, and limit campaign and other contribu- 
tions and expenditures in connection with such elections, and to 
define corrupt practices in connection therewith. 

To summarize, the bill provided a means by which political commit- 
tees could be organized under the supervision of law, and required 
them to make a proper statement of their receipts and disbursements. 
It limited to $5,000 the amount that any individual could contribute; 
forbade corporations to make any contributions, directly or indirectly ; 
limited expenditures of Senate and House candidates to $5,000 and 
$2,500, respectively ; carried no limitation on candidate’s expenses for 
traveling, subsistence, telegraph and telephone tolls, postage, freight, 
advertising and circulars, but required him to make a report on cost 
of the circulars and advertising. The report outlined the purposes 
for which money could be expended, and prohibited its use for other 
purposes. However, it made generous allowance for expenses involv- 
ing such items as traveling; payment of fees or charges for placing 
candidate’s name upon primary ballot; cost of clerical and steno- 
graphic work; addressing, preparing and mailing campaign litera- 
ture; telegraph and telephone tolls; postage; freight and express 
charges; printing and stationery; procurement and formulating of 
lists of voters; headquarters or office rent; newspaper and other ad- 
vertising; renting of halls or providing places for public meetings; 
and all other expenses incident to holding such meetings. 


H.R. 15842, Senate Report 898, January 4, 1917 


The Committee on Privileges and Elections recommended passage 
(with an amendment in the nature of a substitute). This proposed 
legislation, concerning publicity and control of campaign contribu- 
tions and disbursements, was indicated by the committee to be similar 
to the bills covered in Senate Reports 498 and 808 of the 64th Congress. 
The committee declared it had become obvious in studying the matter, 
“that it was necessary in restraining national committees and the 
committees representing Senators and Members of Congress, to also 
restrain State committees, who were conducting campaigns which 
directly influenced the election of Senators and Members of the House, 
otherwise it would be impossible to be assured of the integrity of the 
elections of Senators and Members of Congress. There is no question 
whatever of the legal right of Congress to exercise this authority. The 
matter has been thoroughly tested and considered by the courts of the 
country, including the Supreme Court * * *.” In exhibit A cases 
were cited. Other exhibits of the report covered: limitations on cam- 
paign expenditures by party committees under State laws in force, 
1916; limitations on amount of campaign expenses for candidates for 
United States Senator and Representatives in Congress; existing laws 
with regard to publicity of campaign contributions. 
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Sixry-sixtH Coneress, 1919-21 


Senate Resolution 357, Senate Report 823, February 24, 1921 


The Committee on Privileges and Elections, reporting on the reso- 
lution to investigate and report the campaign expenditures of the 
various presidential candidates of all parties, stated that the resolu- 
tions under which the committee acted did not provide for recom- 
mendations to the Senate on the part of the committee. However, 
the report revealed that the committee had discussed remedies to limit 
the amount of campaign expenditures, and felt the expenditure of the 
vast sums involved was a growing menace to the Nation. The com- 
mittee recognized the constitutional difficulties involved in the passage 
of laws to regulate expenditures in presidential campaigns, but stated 
that the Committee on Privileges and Elections of the Senate should 
in the next Congress take up the question of remedial legislation. The 
report included pertinent evidence gathered during the committee 
investigation. 


SIxTy-SEVENTH Coneress, 1921-23 


H.R. 11971, House Report 1138, June 24, 1922 


Recommendations of the Committee on Election of President, Vice 
President, and Representatives in Congress concerned only the request 
for favorable action, with amendments, on H. R. 11971. This bill 
provided for publicity of campaign expenses in the election of United 
States Senators and Representatives in Congress. The committee be- 
lieved the proposed legislation was necessary due to the Supreme Court 
decision of May 2, 1921, on the Newberry case. The report stated: 
“The Federal Corrupt Practices Act, as embodied in section 8, act of 
Congress, approved June 25, 1910, as amended by the act of August 
19, 1911, was held by that decision to be unconstitutional in relation 
to primary and convention nominations of the United States Senators 
and Representatives in Congress. Thus the most important part of 
the Federal Corrupt Practices Act was nullified. So far as corrupt 
practices are concerned, the primaries are much more important than 
the elections, because in a majority of cases the nominations of Sena- 
tors and Representatives in Congress are equivalent to an election. 
In view of this fact, the real contests that may call for the expenditure 
of larger sums of money will appear in the primaries rather than the 
election. Thus it is clear that the United States Supreme Court set 
aside the most important part of the Federal Corrupt Practices Act.” 

The committee indicated that it intended to report a constitutional 
amendment which would give to Congress the authority to deal with 
primaries as well as elections. The text of H. R. 11971 was not 
recorded in the committee report. 


SIXTY-EIGHTH ConGrEss, 1923-25 


Senate Resolution 248, Senate Report 1100, February 3, 1925 


Committee recommended the enactment of a proposed bill, “Title 
II—Federal Corrupt Practices Act, 1925.” It also called attention 
to two proposals which it believed should have the consideration of 
Congress: (1) Accommodation of campaign expenditures to some ex- 
tent according to the size and the population of the State or district; 





—seee ts met es SF 





sibiecw 





292 POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 


(2) prohibition of the collection of large sums of money in certain 
States for disbursement in other States in connection with campaigns 
and elections. 


SEVENTIETH Concress, 1927-29 


Senate Resolutions 195, 227, 258, and 324, 69th Congress, and Senate 
Resolution 10 of the 70th Congress, Senate Report 693, March 2, 
1928 

The report of the Special Committee Investigating Expenditures 
in Senatorial Primary and General Elections contained the testimony 
given by Thomas W. Cunningham, clerk of the court of quarter ses- 
sions of Philadelphia and treasurer of the State Republican commit- 
tee, in reply to charges that he contributed $50,000 to the campaign 
fund of Congressman W. S. Vare, the Republican senatorial candi- 
date. The report recommended that Cunningham be adjudged in 
contempt of the committee and of the Senate of the United States for 
his refusal to answer committee questioning. 


Special Report 603, Part 2, March 22, 1928 

A special report of the special committee investigating expenditures 
in the Illinois senatorial primary and general elections in connection 
with $40,000 contribution by Samuel Insull, through D. J. Schuyler, 
for use in the local campaign preceding the [linois primary of April 
1926 recommended that the witnesses be cited for contempt of the 
Senate. 
S. 4179, Senate Report 895, April 20, 1928 

The Committee on the Judiciary recommended without amendment 
a bill amending the Corrupt Practices Act by extending it to Senate 
and House candidates for nomination and election. The committee 
believed passage of the bill would bring about honesty in elections. 
It was stated that unless the Congress had the power to prohibit fraud, 
corruption, and dishonesty in the primaries, it would virtually be 
denied the power to regulate fraud, corruption, and dishonesty in the 
final election. 


Senate Resolution 214, Senate Report 1480, January 17, 1929 


The Special Committee Investigating Presidential Campaign Ex- 
penditures submitted its report as a record of receipts and expendi- 
tures in the various preconvention campaigns. Investigations were 
not completed. The report recommended enactment of adequate leg- 
islation regulating the conduct of conventions and primary elections 
for the nomination of presidential candidates. It further stated: 
“Such an act would safeguard against possible future abuses in pri- 
mary campaigns and in convention contests.” 


SEVENTY-First Conoress, 1929-31 


In pursuance of Senate Resolutions 1938, 311, and 330 of the 70th 
Congress and Senate Resolution 42 of the 71st Congress, Senate 
Report 46, December 3, 1929 

The subcommittee of the Committee on Post Offices and Post Roads, 
investigating Federal appointments, expressed its opinion that the 
installment-payment-note system which was used by the Republican 
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Party in Texas should be made ~~ by Federal statute. In this 
system of campaign fund raising, Federal officeholders in Texas, 
among others, signed notes payable in installments over a period of 
2 years. The notes, which were similar to any commercial obligation, 
were placed in banks for collection, the returns going to the party 
organization. The committee believed such a system of raising party 
funds to be coercive, and stated it should be made unlawful. 


Senate Resolution 215, Senate Report 1870, February 17, 1931 

The report comprised investigation highlights of 1930 Pennsylvania 
senatorial campaign expenditures. The committee stated that in due 
course it would present recommendations for legislation designed to 
curb or prevent such undesirable features as had been disclosed in its 
investigation. Such recommendations, the committee felt, must neces- 
sarily be made from a national viewpoint and be based upon a mature 
consideration of the evidence collected by the committee in all the 
States to which its investigation extended. 

Part II of Senate Report 1870 presented the individual views of 
committee member Roscoe C. Patterson and stated there was no 
evidence of frauds, irregularities, corrupt practices, or undue expen- 
ditures in the general election. 


SEVENTY-SECOND Conargss, 1931-33 


Senate Resolution 215, Senate Report 20, December 21, 1931 


This report dealt with the findings of the committee, in accordance 
with the provisions of Senate Resolution 215, and without regard to 
specific contests. The primary purpose of the report was to submit 
recommendations for constructive legislation. 

The committee cited defects of existing law: 

1. It made no attempt to limit or provide publicity for expenditures 
in primary elections. In more than half the State and congressional 
districts the nomination is tantamount to election. In nearly every 
State, moreover, the contest for the nomination is likely to be as bit- 
terly fought and to involve as large expenditures as the general 
election. 

2. It failed to place any effective limitation upon campaign con- 
tributions and expenditures even in the general election. 

3. It did not clearly fix responsibility either for improper expendi- 
tures or for failure to file reports, and thus made effective enforcement 
extremely difficult. 

4, Its provisions regarding the reporting of contributions and ex- 
penditures were confusing and provided many opportunities for 
evasion. 

5. It failed to provide effective publicity even for the reports filed 
in accordance with its provisions. 

6. It did not reach large numbers of national and local organiza- 
tions which, while not directly supporting particular candidates, fre- 
quently exercise a controlling influence over elections. 

7. It was ineffective both in controlling and requiring adequate 
publicity of the expenditures made in presidential elections. 

8. It provided no adequate means either of checking the reports 
made or of enforcing the penalties prescribed for its violation. 
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Recommendations of the committee were submitted in the form of 
a bill, together with a statement of the considerations underlying its 
principal provisions. (The report contained a study of all bills deal- 
ing with corrupt election practices and campaign expenditures intro- 
duced in Congress during the past quarter of a century.) The purpose 
of the bill was to fix primary responsibility for campaign expendi- 
tures and to insure the filing of complete and accurate reports of 
contributions received, and expenditures made, by every candidate 
for Federal office. Pertinent points of the committee’s bill follow: 

Control of nominations and elections —The bill attempted to estab- 
lish proper limitations upon primary and election expenditures of 
candidates for President and Vice President, Senator, Representative, 
Delegate and Resident Commissioner in Congress. The committee, 
in this connection, supported the application of the following prin- 
ciples: 

1. The election process, from the time a candidate announces his 
candidacy or takes any other step looking toward his ultimate election, 
is a single process, regardless of the method used in any of the States 
to determine the will of the electors. Corruption of any part of this 
process is corruption of the whole. 

2. It would be within the constitutional power of Congress to pro- 
vide that no candidate shall be entitled to have his name appear upon 
the official ballot in the general election, unless such candidate shall 
have complied with such reasonable regulations as may be made by 
the Congress limiting the amount of money to be expended in the pri- 
mary election and prescribing the statements of expenditures that 
shall be filed. 

Election of President and Vice President.—The committee bill pro- 
ceeded on the theory that the offices of the President and Vice Presi- 
dent are Federal offices and must be protected from taint of corrup- 
tion; that Congress must possess the power to enact appropriate 
legislation to prevent elections tainted with corruption and excessive 
campaign expenditures; that candidates and election committees must 
supply information on expenditures. 

The function of the electoral college.—The committee bill sought to 
establish proper limitations upon the amounts spent by, or on behalf 
of, presidential and vice presidential candidates from the time their 
candidacy is initiated, either by public announcement or by some other 
act, until the votes of the electoral college are canvassed by the Senate 
and House of Representatives in joint session. The bill also pre- 
scribed limitations on the expenditures of electoral college candidates. 

Not a general election law.—The committee stated it would be un- 
wise to attempt to spell out in the bill the extent and character of control 
over the conduct of elections in the several States, although evidence 
had revealed widespread frauds in campaign expenditures of State 
candidates. 

Centralization of reports.—Instead of the required procedure of 
filing expenditure reports with the Secretary of the Senate and the 
Clerk of the House of Representatives, the bill provided for the cre- 
ation of a joint committee on elections, with which all such reports 
would be deposited. The committee believed this to be in complete 
harmony with the provision of the Constitution which makes each 
House the judge of the elections and qualifications of its Members. 
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All matters relating to Federal elections would be kept under control 
of the membership of the two Houses of Congress. Prompt local 
publicity was to be secured by a clause which provided for the ae 
of duplicate copies of the reports of expenditures with the Uni 
States district court located nearest to the candidate’s place of 
residence. 

Necessity for fixing responsibility.—The most important departure 
in principle from the Corrupt Practices Act of 1925 was the fact that 
the bill sought to center the responsibility for campaign expenditures 
upon the candidate or his agent. It also prohibited all those who were 
not properly authorized by the candidate, or his agent, from receiving 
contributions or making expenditures. The Committee felt that the 
candidate would become legally responsible for the expenditures of 
all persons and committees authorized to act in his behalf, and that 
this would curb the growing activities of “political racketeers.” 


Senate Resolution 403, Senate Report 24, December 21, 1931 

The Select Committee on Senatorial Campaign Expenditures re- 
ported its investigation of campaign contributions and expenditures 
of Anti-Smith Democrats. Recommendations of the committe for 
changes in the Corrupt Practices Act to meet the conditions disclosed 
in the investigation appeared in the final Report of the committee. 


SEVENTY-THIRD Coneress, 1933-34 


Senate Resolution 174 (72d Congress), Senate Report 191, January 
11, 1934 

The Special Committee on Investigation of Presidential and Sena- 
torial Campaign Expenditures submitted lengthy findings concern- 
ing 1932 senatorial campaign expenditures in Louisiana. The com- 
mittee submitted several thousand printed pages of testimony taken at 
hearings to aid the Senate in enacting remedial legislation, but no 
specific recommendations were made. 


SEVENTY-FIFTH CoNnaREss, 1937-38 


Pursuant to Senate Resolution 225 (74th Congress) and Senate Reso- 
lution 7, (75th Congress), Senate Report 151, March 4, 1937 

The rete Committee To Investigate Campaign Expenditures 
of Presidential, Vice Presidential and Senatorial Candidates in 1936, 
published a 139 page report, which held that the existing Federal Cor- 
rupt Practices EB was a sound law, but recommended the following 
amendments to remedy defects in the act: 

1. A broadening of the Corrupt Practices Act to prohibit political 
contributions from all organizations, associations, or enterprises, in- 
cluding national banks and corporations, incorporated or unincorpo- 
rated, whose aims or purposes advanced group, class or special 
interests. 

2. Subsequent to the adoption of the foregoing proposal, it was 
proposed that penalties be fixed for violations. 

3. The committee recommended a uniform method and system of 
accounting to be prescribed by law for all national political organiza- 
tions and for all national political campaigns. 
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4. Reconciliation of the several laws covering franking privileges, 
and perhaps their recodification into a single statute. 

5. Quoting the report: “Attention has been called to the require- 
ments of the British election laws requiring the local publication of 
contributions and expenditures and it has been pointed out that similar 
provisions might be considered. 

“Generally, the corrupt-practices acts of the several States require 
similar publication. It is difficult to conceive how such a measure 
could be made practical in presidential and senatorial elections. It 
might be applied to the election of Representatives in the Congress. 
But in many States contributions and expenditures of congressional 
nominees are required to be filed as public records, if not published. 

“The matter is, therefore, presented for such consideration as the 
subject may deserve. 

6. “It should be made unlawful for any person, corporation, group, 
organization, association, or for any officer, director, or agent of any 
organization or association, unincorporated, or for any person holding 
a position, office or employment, under or by the Government of the 
United States or any fasted department, or agency thereof, to in- 
fluence or attempt to influence through fear, intimidation, or coercion, 
the vote of any person employed by them, or of any person who is 
dependent on public funds, in connection with an election at which 
Presidential and Vice Presidential electors, or a Senator or Repre- 
sentative in, or a Delegate or Resident Commissioner to, Congress are 
to be voted for.” 

7. A clearer definition of the word “contributions” should be estab- 
lished in the existing Corrupt Practices Act to prevent corporations, 
forbidden by law to make contributions, from influencing elections 
through political advertising. 

8. Attention was directed to the following matters:(@) Reports 
with respect to elections, which are filed with the Clerk of the House 
and the Secretary of the Senate, are voluminous and the work of 
holding them available as public records is heavy. The committee 
believed it might be well to designate a Federal office or agency where 
reports could be filed and kept available for inspection for a period 
at least as long as the statute of limitations on elections offenses runs. 
(6) Political committees might be required to file the names and 
addresses of the three ranking officers with the Clerk of the House, 
or other designated Federal agency, within a given period after 
organization. (c) The secretary of state of the various States, or 
other officials designated by law, might be required to file with the 
Clerk of the House, or some Federal agency, a summary of receipts 
and disbursements of State central political committees after elec- 
tions. (d) The law might require the appointment of agents to act 
for each candidate or nominee, as is done under the British system. 
However, the committee doubted if this would add much to the present 
system. 

9. It was suggested that private contributions to political cam- 
paigns be prohibited entirely and that instead all election expenses 
should be defrayed from public funds. Application of this system 
to nominations of Senators and Representatives in Congress would 
require action on the part of the several States. The same would be 
true with respect to the election of delegates to national conventions 
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for the purpose of nominating presidential and vice presidential 
candidates. 
SeveNTy-sixtH Coneress, 1939-41 


Senate Resolution 283 (75th Cong.) and Senate Resolution 290 (75th 
Cong.) Senate Report 1, parts I and II, January 3, 1939 


This report of the Special Committee to Investigate Senatorial 
Campaign Expenditures and Use of Government Funds in 1938 made 
the following recommendations: 

1. The committee was compelled to give considerable attention to 
charges of undue political activity in the conduct of the Works Prog- 
ress Administration, and reported that it believed funds appropriated 
by the Congress for relief had been, in many instances, diverted from 
the original intent and directed to political ends. The committee 
recommended that State legislation . prepared to prevent future 
offenses of this nature. 

2. The committee recommended legislation prohibiting contribu- 
tions for any political purpose whatsoever by any person who bene- 
fited from Federal relief funds or was engaged in the administration 
of relief laws of the Federal Government. It further recommended 
legislation prohibiting any person engaged in the administration of 
Federal relief laws from using his official authority or influence to 
coerce the political action of any person or body. 

3. The Work Relief Act should be amended to make violation a 
“felony” instead of a “misdemeanor” in cases relative to deprivation 
of benefits by fraud, intimidation, discrimination, etc. 

4. All Federal relief acts should be amended to provide that any 
person who knowingly revealed a list of persons receiving relief 
benefits or a list of those engaged in the administration thereof, for 
delivery to a political candidate, committee, campaign manager, or 
employee thereof, be deemed guilty of a misdemeanor. 

5. Section 208, title 18, United States Code, should be amended to 

yrohibit not only soliciting and receiving of political contributions 
officials, employees, and persons named in that section, but also 
by anyone acting in their behalf. 

6. The United States Code should be amended to prohibit political 
contributions, not only by Federal employees to any ae sy or Mem- 
ber of or Delegate to or Resident Commissioner to Congress, but also 
to any candidate for such office, or any person acting in behalf of the 
candidate. 

7. The committee recommended a limitation upon contributions 
which individuals could make in behalf of a candidate seeking election 
to Federal office. 

8. There should be an amendment to that section of the United 
States Code, relating to solicitation for political contributions in any 
room or building occupied or used officially by the Federal Govern- 
ment, which would include solicitation by letter and telephone, as 
well as in person. 

9. Adoption by the Senate of a rule requiring all candidates for 
the Senate to file with the Poeenly of the fietete a full and complete 
statement of receipts and expenditures incurred in campaign for 
nomination, as well as for election. 





™ 


i 


Per tse 248 ta 


> 





& 


¥ 





298 POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 


10. Amendment of the Federal Corrupt Practices Act to prohibit 
any contribution by a national bank or corporation engaged in inter- 
state or foreign commerce in the United States, in connection with 
any primary or general election. 

11. Amendment of the Federal Corrupt Practices Act to require 
candidates to report all their campaign expenditures, including ex- 
emptions, in connection with determining the amount they are allowed 
to spend under the law. 

12. Amendment of the Federal Corrupt Practices Act to prohibit 
candidates from promising work, employment, money, or other bene- 
fits in connection with public relief. 

13. Enactment of a law regulating more strictly the use of the frank- 
ing privilege. 

14. The Senate should consider the question as to whether or not 
a contribution for political purposes made either voluntarily or in- 
voluntarily by persons in the employ of the Federal Government 
should be permitted. 

15. The Senate should take under consideration the question of 
legislation in connection with coalition and group tickets. 

16. The Senate should adopt a rule authorizing the Vice President 
to appoint, at the beginning of each Congress, for the duration of said 
Congress, a Senate committee on investigation of senatorial campaign 
expenditures, campaign activities, and use of governmental funds for 
the purpose of influencing primaries and general elections. 


SEVENTY-SEVENTH Conaress, 1941-42 


House Resolution 17, House Report 180, March 3, 1941 


The Select Committee on Campaign Expenditures in its report made 
no specific recommendations but stated: “It has come to the attention 
of the committee that there are many defects in the corrupt practices 
acts of the States. The clarification of such acts by the States would 
contribute much to the prevention of the circulation of anonymous 
scurrilous political matter and publications * * *. All laws should 
promote proper information, honest advertising, honest editorials, 
and free and fair elections. A general overhauling and codifying 
of all Federal statutes to prevent pernicious political activity is 
desirable, but hasty amendments to existing laws without an oppor- 
tunity for interpretation and enforcement hinder and do not help and 
thus lead to other evasions and more juggling.” 


Senate Resolutions 212, 291, and 336, 76th Congress, 3d session, and 
59, 77th Congress, Ist session, Senate Report 47, February 16, 
1941 

The report of the Special Committee to Investigate Presidential, 

Vice Presidential, and Senatorial Campaign Expenditures, 1940, cov- 

ers 156 pages and describes the full activities of the committee investi- 

gation, and includes a list of public hearings, numerous tabulations of 
contributions and expenditures, and the text of the Hatch Acts and 

Federal Corrupt Practices Act, 1925. The committee did not con- 

ceive its duty to be the making of specific recommendations for reme- 

dial legislation, but presented to the Senate its report of facts devel- 
oped in months of work. Without committing individual members of 
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the committee to any specific proposals, the following objectives look- 
ing toward versedia! legialuticn were designed for study by the Senate. 

1. Removal of ambiguities and uncertainties as to statutory limi- 
tations on campaign contributions and expenditures. 

2. Advisability, possibility, and validity of placing an all-inclusive 
limitation on the total amount of money collected or expended during 
any calendar year by political committees, other organizations and 
groups in behalf of offices of President and Vice President. 

8. Advisability, possibility, and validity of placing an all-inclusive 
limitation on the total amount of money collected or expended during 
any calendar year by one individual to be expended directly or indi- 
rectly on behalf of candidate for Federal office. 

4. Provision which would give protection to candidates for Federal 
office against false, libelous, and scurrilous campaign material. The 
one remedy suggested by the committee required that all campaign 
literature lone upon its face the name of its sponsor and its printer 
or publisher. 

5. To make unlawful any pernicious political activities by county, 
township, committeemen, or agricultural conservation associations. 

6. To prohibit coercion of employees: private companies or cor- 
porations or their officials would be enjoined from interfering with 
employees’ free exercises of their voting franchise in the nomination 
and election of Federal officials. 

7. Prohibit contributions, directly or indirectly, by any public 
utility or other corporation regulated in whole or in part by the Fed- 
eral Government, or by officers or directors of such corporations, to 
campaign funds in connection with nomination and election of Federal 
officials. 

8. To make effective the provisions of the Corrupt Practices Act 
prohibiting contributions to campaign funds by national banks, 
directly or indirectly. 

9. Prevent abuses of the congressional franking privileges during 
political campaigns. 

10. Prohibit distribution of surplus commodities or other necessities 
of life, cash, or other benefits by any Federal relief or local admin- 
istrative agency for the purpose of influencing nomination and election 
of any Federal official. 

The special committee report suggested study of the foregoing rec- 
ommendations by the Senate Committee on Privileges and Elections, 
and said that that committee should be given adequate authority to 
study thoroughly the situation with a view to proposing any amend- 
ments to existing law deemed to be in the public interest. — 

The minority views of Mr. Tobey in the report covered inordinate 
expenses in Senate campaigns, but contained no specific reeommenda- 
tions. 


SEVENTY-EIGHTH Conaress, 1943-44 


Senate Resolution 235, 77th Congress and Senate Resolution 7, 78th 
Congress, Senate Report 405, July 7, 1943 
The report dealt with the investigation of 1942 senatorial campaign 
expenditures, and set forth the following recommendations: 
1. Consideration of the subject of “shadow filings” by candidates 
before the primary elections with the same name or initials as other 
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and better known candidates. The committee concluded this would 
be more effectively dealt with through State and party agencies. 

2- Limitations placed on expenditures for campaign purposes had 
been ineffective in the past. New facts must be developed on this 
subject as a basis for any future legislation, with emphasis on the 
following matters: 


(a) Removal of ambiguities and uncertainties as to the limi- 
tations on campaign contributions and expenditures by senatorial 
candidates in any primary, special, or general election. 

(5) Need of detailed statements by senatorial candidates cov- 
ering expenses incurred in primary, convention, and general 
election campaigns, including both nonexempt and exempt items 
as listed under paragraph (c), section 309, of the Federal Corrupt 
Practices Act. 

(c) Prohibition of campaign contributions by any corporation 
engaged in interstate commerce to further nomination or election 
of a United States Senator. 

(d@) Require individual, group, or association engaged in 
soliciting and expending campaign funds for United States Sen- 
ator to register and report in full to the Secretary of the Senate 
complete statements as presently required of candidates in the 
general election campaigns. 

(e) Provide better continuity for conducting work of future 
special committees and recommended appointment of a new com- 
mittee at beginning of each new Congress. 


House Resolution 551, House Report 2093, filed January 2, 1945 

The Special Committee To Investigate Campaign Expenditures 
pointed out the limitations and shortcomings in the provisions of the 
Hatch Act and the Federal Corrupt Practices Act, as amended by the 
War Labor Disputes Act. The items are: 

Disclosure of receipts and expenditures—The committee believed 
the existing legislative requirements did not require reporting by all 

categories of or ganizations of their campaign contributions. It felt 
that disclosure of funds should be made by nonpolitics al organizations, 
as well as political, as some of the “educational” organizations under 
investigation did not reveal their true colors. The report stated that 
enforced disclosure by suppliers of political propaganda was neces- 
sary for the protection of the public. The committee believed difficul- 
ties could be corrected by a requirement that all final reports be filed 
with the Clerk of the House within 30 days after the date of the 
general election. 

Contributions by corporations and labor organizations.—The re- 
port referred to the Newberry case, in which the view was taken that 
primaries were in no sense elections for office, but merely methods by 
which party adherents agreed upon candidates whom they intended to 
offer and support for ultimate choice by all qualified electors. But 
in view of events (V/. S. v. Classic et al., 313 U.S. 299) and practices 
occurring since the Newberry decision (Newberry et al. v. United 
States, 256 U. S. 232), the committee was convinced that Congress 
had the power under the Constitution to regulate the conduct of 
primary elections and nominating conventions, and such authority 
should and would be recognized. The committee stated existing 
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legislation should be amended to cover activities, receipts and ex- 
penditures in connection with _— campaigns and conventions 
as well as general elections; and all the definitions now written into 
the legislation should be reviewed to that end. 

Contributions and expenditures in ewcessive amount.—The com- 
mittee proposed three questions to which the Congress must find 
answers: 

1. Have the directing heads of a labor union the right to create 
within the ranks of their own organization a corporate entity to take 
or receive funds from the treasuries of the various branches—either 
with or without the knowledge and consent of its membership—and 
use those funds for political purposes? It is the contention of union 
officials that such an organization is clearly not a labor organization 
within the definitions of : present statutes. 

2. If such a contribution from a labor union treasury is either (a) 
given prior to inauguration of a campaign, or (b) used only for wor 
in primaries, or conventions, and hence might be held to be not in 
violation of the Smith-Connally Act, is it nonetheless in violation of 
the Hatch Act which declares it to be a pernicious political activity 
and unlawful for any person (the term “person” being defined to 
include “committee, association, corporation, and any other organiza- 
tion or group of persons”) directly or indirectly to make contributions 
in an ageregate amount in excess of $5,000 during any calendar year, 
or in connection with any campaign for nomination or election, to or 
on behalf of any candidate for an elective Federal office ? 

3. Should there be a legal distinction between “contributions” and 
“expenditures” on behalf of candidates? 

The report stated that on the above point it had been the contention 
of union groups that money expended by them for or against a politi- 
cal candidate or party and not given directly to candidates or political 
parties, was not a contribution as defined in the law, but was an ex- 
penditure not restricted by law. 

Fleaibility of the requirement.—The committee believed the objec- 
tive of remedial legislation should be to set up a scheme of regulation, 
which would rely on some congressional agency to watch continuously 
evolving practices and patterns of or ganizations in the field of politi- 
cal activity; and to keep up-to-date ‘Tegulations calculated to insure 
continuity of compliance with the general standard. The committee 
thought such a task might be entrusted to a standing committee or 
other adjunct or agency of the Congress. 

The general standard.—The thinking of the committee in this con- 
nection pointed toward the suggestion that statutory authority of the 
agency empowered to require ‘disclosure of campaign contributions 
and expenditures be broad enough to cover organizations representing 
themselves as opinion-molding, educational, or r similar types of organi- 
zations, including civic, fraternal, social, patriotic, recreational, re- 
ligious, and w elfare, as well as political organizations. Investigation 
showed that or ganizations engaged in politic al activity for both rep- 
utable and subversive ends had more often than not been found to 
masquerading under a nonpolitical heading. The committee believed 
the only way to reach them was to subject all organizations in these 
categories to a disclosure requirement. 
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Political practices to be outlawed irrespective of disclosure.—Perti- 
nent extracts from this portion of the report follow: 

“The importance of further and comprehensive exploration of the 
issues of policy raised by these indirect patterns of articipation in 
politics—and in particular of the implications of institutions like 
the Political Action Committee supported by organized labor, and 
other educational organizations supported by corporations, operating 
in the political field—is perhaps the chief finding of this investigation. 
If the desirability and propriety of the participation of organized 
labor in politics through the Political Action Committee is questioned, 
for example, the issue of policy involved should be thoroughly con- 
sidered by the Congress. if after full study it should be determined 
that organizations of this character are in any sense detrimental to 
the general welfare, or so considered by the pees the solution must 
be sought through revision of existing legislation or new legislation 
proposed by the proper committees of the House. It may be desirable 
that a committee of the 79th Congress undertake to develop a compre- 
hensive and complete picture of the multifarious organizations which 
may be said to be indirectly operating in politics in the United States, 
of the individuals connected with them, of their substantial contribu- 
tors, of their practices and objectives, and of affiliations among them. 
Such an inquiry should demonstrate the need already suggested by the 
hearings held thus far for continued scrutiny and exposure of ‘such 
activities. And most important of all, it would provide the much- 
needed factual basis for devising a method of regulation realistically 
enough conceived effective to check corrupt and undemocratic in- 
fluences, and yet find public acceptance as reasonable and nonpartisan.” 


SEVENTY-NINTH Conoress, 1945-46 


Senate Resolutions 263, 322, and 355, 78th Congress, 2d session, and 
Senate Resolution 88, 79th Congress, 1st session, Senate Report 
101, March 15, 1945 

Special Committee To Investigate Presidential, Vice Presidential, 
and Senatorial Campaign Expenditures, 1944, recommended com- 
plete revision and recodification of the Federal Cor rupt Practices Act 
and the Hatch Act governing the subject of campaign contributions 
and expenditures. Such legislation should be designed to give prompt 
publicity to sources of campaigns funds and manner of campaign ex- 
penditures; but it should not limit the right of responsible politicai 
organizations to present their views. The committee stated the revi- 
sion should include specifically : 

1. The redefinition of the term “political committee” to cover all 
organizations which seek to influence directly or indirectly the nomi- 
nation or election of candidates for the office of President or Vice 
President, United States Senator or Representative, Delegate or 
Resident Commissioner, or members of the electoral college. 

2. The establishment of a central depository for the filing of state- 
ments of contributions and expenditures as required by the Corrupt 
Practices Act, and provision for the compilation and prompt publi- 

cation of the same, and the development of uniform methods of 
reporting. 

3. Encouragement of local publicity of contributions and expendi- 
tures by every political committee, operating within a single State, 
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by requiring the prompt filing with the clerk of the United States 
district court of the district in which that committee’s headquarters 
is located of a duplicate copy of contributions and expenditures re- 
quired to be filed with the joint committee in Washington. 

4, Extension of the act to include primary campaigns and nominat- 
ing conventions. 

5. Elimination of existing ceiling limitations ($3 million political 
committees and $5,000 individuals) placed upon (a) candidates for 
Senate and House, (6) political committees, and (c) individual 
contributions. 

6. In addition to changes in existing law, the committee recom- 
mended that the Council of State Governments consider making a 
study of election statutes of the various States with a view toward 
achieving more uniformity and higher standards for the purpose of 
assuring honest elections. It also recommended that the Special Com- 
mittee on Campaign Expenditures should thereafter be established as 
a subcommittee of the Committee on Privileges and Elections. 

One committee member proposed the following recommendation, 
which was not concurred in by other members: The prohibition of 
expenditures, as well as contributions, made in connection with any 
Federal election by a corporation, bank, or labor organization. 


House Resolution 645, House Report 2739, December 31, 1946 


Report of the Special Committee to Investigate Campaign Expendi- 
tures, 1946, carried the following recommendations: 

1. That the provisions of section 9 of the War Labor Disputes 
Act (Public Law 89, 78th Congress) amending section 313 of the 
Corrupt Practices Act be reenacted so as to make the same a permanent 
amendment to the Corrupt Practices Act. 

2. That the provisions of section 313 of the Federal Corrupt Prac- 
tices Act, as amended by section 9 of the War Labor Disputes Act, 
be clarified so as to specifically provide that expenditures of money 
for salaries to organizers, purchase of radio time, and other expendi- 
tures by the prohibited organizations in connection with elections, 
constitute violations of the provisions of said section, whether or not 
said expenditures are with or without the knowledge or consent of the 
candidates, 

3. That the provisions of the Federal Corrupt Practices Act be 
required to be enforced, or that the said act be repealed. 

4. (a) That the Federal Corrupt Practice Act not be extended 
to apply to primary elections; (6) that means be determined and 
put into effect so as to bring forcibly to the attention of the respective 
States that this committee recommends that the Federal Corrupt 
Practices Act not apply to State primaries and to emphasize to the 
States the duty jon responsibility of the States to make adequate 
provisions by law for the prevention of fraud and corruption in pri- 
mary elections. (In this connection, the committee felt it to be the 
duty of the States to make all necessary laws for the prevention of 
fraud and corruption in the holding of primary aay 

5. (a) That the Clerk of the House be charged with the respon- 
sibility of promptly ascertaining which candidates for the House 
and which political committees as defined in the Federal Corrupt 
Practices Act have failed or neglected to file reports * * * and that 
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the Clerk promptly notify such candidates and such political com- 
mittees of their failure to file the reports required * * * and demand 
prompt filing * * *; and that the Clerk thereafter report to the At- 
torney General the fact that said demand has not been complied 
with, for appropriate action. (b) That every political committee 
as defined by the Federal Corrupt oe Act be required to register 
as such with the Clerk of the House of Representatives not less than 
60 days prior to each general election and that such committees be 
required to file reports as required by the Federal Corrupt Practices 
Act at the time such reports are due to be filed, notwithstanding the 
fact that during one or more of the 3-month periods covered by the 
present law no ‘activity is taken to secure contributions or make ex- 
penditures. 

6. That the provisions of section 307 (a) of the Federal Corrupt 
Practices Act requiring every candidate for Senator and Representa- 
tive, Delegate, or Commissioner to file a report with the Clerk of 
the House not less than 10 nor more than 15 days before the date on 
which the election is to be held be repealed. 

That legislation be enacted extending the limitation of ex- 
penditures by candidates to political committees operating in behalf 
of the individual candidate, whether with or without his knowledge 
and consent; and that section 909 (b) of the Corrupt Practices Act 
be amended so as to increase the sum of $2,500 mentioned in sub- 
paragraph No. 1 to read “$3,500” and that the subparagraph No. 2 
be amended so as to change the words “3 cents” to read “5 cents” 
and that the figure of “$5,000” in said subparagraph No. 2 be amended 
to read “$7,500.” 

8. That consideration be given by an appropriate committee of the 
House and the Congress to the codification of the election laws and 
clarification thereof. 

9. In the belief that extended publicity of the provisions of elec- 
tion laws would constitute the best means of securing compliance 
therewith, that extensive publicity be given of the terms and pro- 
visions of the election laws during each year national elections are 
to be held, specifically to all candidates, all political committees, 
newspaper and magazine publishers, and radio stations. 

10. That legislation be enacted to require national councils of di- 
recting heads of political committees and organizations securing con- 
tributions and/or making expenditures in connection with any elec- 
tion in which a Member of the House of Representatives is to be 
chosen to keep central records of nationwide activities, including 
contributions and expenditures, for the purpose of centralized re- 
sponsibility. 

11. The establishment of uniform method or form for filing reports 
under the Corrupt Practices Act and the requirement that each polit- 
ical committee when reporting be required to break down its expen- 
ditures to indicate in whose behalf such expenditures were made. 

12. That when committees of this type are appointed, such appoint- 
ments should be made in early spring of election years in order to 
afford such committees a sufficient length of time to perform their 
duties. 
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ErcutretH Coneress, 1947-48 


Senate Resolution 224, Senate Report 1, January 3, 1947 
Part I.—The investigation of the nomination and election of Sen- 


ator Bilbo was the basis for this part of the report. The majority 
recommended that Bilbo be seated in the 80th Congress while the 
minority held that the Senator was guilty of misconduct in the 1946 
Mississippi primaries and election, contrary to sound public policy, 
and that his credentials were tainted with fraud and corruption. 

Part IT—The committee contended that existing Federal statutes 
dealing with elections, campaign expenditures and contributions, and 
limitations thereon, were utterly inadequate to accomplish their in- 
tended purpose. It advocated repeal of the Federal Corrupt Prac- 
tices Act of 1925, as amended, and the Hatch Act, as amended, and 
recommended adoption of new and comprehensive legislation, in- 
cluding: 

1. Redefinition of the term “election” to include a primary election 
or convention of a political party as well as the general election. 

2. Redefinition of the term “political committee” to include all com- 
mittees which receive contributions or expend funds to further nomi- 
nation or election of Federal candidates. 

3. Redefinition of the terms “contribution” and “expenditure” in 
such a manner as to delimit carefully the character of each. (The 
committee felt the distinction between “payment and distribution” 
and “gift and subscription” failed to constitute adequate differenti- 
ation of these terms.) 

4, Revision upward of present unrealistic ceiling limitations placed 
upon candidates to conform with present-day monetary values. 

5. Abolition of ceiling limitations placed upon national political 
committees and substitution therefor of effective publicity require- 
ments. 

6. Strengthening of national publicity by making the Senate Com- 
mittee on Rules and Administration, and the Committee on House 
Administration, the depository offices of the Senate and House, 
respectively, for the filing of statements of contributions and expendi- 
tures by candidates and political committees (thereby replacing depos- 
itory with Secretary of the Senate and Clerk of the House) ; by vesting 
in said committees responsibility for development of uniform report- 
ing methods, examination of reports filed; referral of delinquents to 
proper agencies for criminal prosecution; and requiring said com- 
mittees to compile and publish from time to time summaries of infor- 
mation filed. 

7. Extension of the prohibition upon “contributions” to include 
a prohibition upon “expenditures” by a corporation, national bank, 
or labor organization in connection with any Federal election. 

8. Provision of stringent criminal liability for willful violation of 
the new corrupt-practices legislation, particularly prescribing ade- 
quate fines and a minimum mandatory sentence of 30 days in the 
case of conviction of individuals. 


House Resolution 461, House Report 2469, December 30, 1948 


Part I of the Special Campaign Expenditures Committee’s report 
carried analyses of pertinent Federal election laws, and citations of 
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Supreme Court decisions relevant thereto; part II of the report cov- 
ered staff operations in the field. The report recommended : 

1. The amount of money a candidate may spend annually in his 
campaign for election to Congress should be substantially increased 
beyond the existing legal limits. 

2. That the sections of the Hatch Act (which place a maximum 
amount of $5,000 for individuals, and $3 million maximum total for 
committees) relative to political spending per calendar year, be 
amended by increasing, with discrimination, the amounts. 

3. That a fixed limitation be set on the amount of money a political 
committee, group, or organization may spend for or in behalf of any 
candidate for Federal office. 

4, That all Federal election laws be consolidated and codified into 
a single statute. 

5. Amendment of the Corrupt Practices Act (sec. 307) removing 
the requirement of every candidate for Representative to file an item- 
ized statement of all receipts and expenditures with the Clerk of 
the House 10 to 15 days before the date of an election. (The com- 
mittee believed the requirement that House candidates file such state- 
ments within 30 days after an election was all that was necessary to 
accomplish the desired results.) 

The committee concurred with the findings of earlier campaign 
expenditure committees, in both the House and the Senate, that exist- 
ing Federal election laws were still inadequate to control the evils 
they were designed to correct. 


Ereuty-rirst Coneress, 1949-50 


House Resclution 635, House Report No. 3252, January 3, 1951 

Report of Special Committee To Investigate Campaign Expendi- 
tures, 1950, carried the following recommendations: 

The committee recommended that all Federal laws dealing with cam- 
paign expenditures be consolidated. This comprehensive statute 
should retain the good features of the Federal Corrupt Practices Act 
of 1925 and of the Hatch Act, but should give particular attention to 
the following improvements: 

1. The redefinition of the term “election” to encompass the nominat- 
ing process, whether by direct primary election or nominating con- 
vention. 

2. The redefinition of the term “political committee” to encompass 
all organizations which seek to influence directly or indirectly the 
nomination or election of candidates for Federal office. 

3. Theelimination entirely, or substantial increase, of present ceiling 
limitations upon contributions to and expenditures by candidates. 

4, The abolishment of the unrealistic limitation of $3 million on the 
amount which may be received or spent by national political committees 
during a calendar year. 

5. The development of more effective publicity about campaign con- 
tributions and expenditures (1) by establishing a single national de- 
pository office for the filing of reports by candidates and political com- 
mittees, (2) by requiring the depository office to set up uniform 
methods of reporting, and (3) by vesting in the depository office the 
responsibility for systematically compiling, summarizing, and publish 
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ing the facts on campaign finance and for referring delinquents for 
criminal prosecution. 

6. Political committees should be precluded from receiving contri- 
butions and making expenditures on behalf of candidates without the 
written authorization of the candidate and without first notifying Con- 
gress of the name of the committee, its address, the name of its officers, 
and the candidate or candidates for whom the contributions and 
expenditures are to be received or made. 

. The present requirements that a political committee keep the name 
and address of every person making any contribution and list all 
expenditures in excess of $10 and that a candidate report all expendi- 
tures and contributions are unduly burdensome. 

8. Section 306, which requires persons other than political commit- 
tees who expend more than $50 a year in connection with elections to 
report, should be amended to increase the limitation to $500 or some 
such figures. 

9. Section 309 (c) (providing for exemption in reporting expendi- 
tures) of the Federal Corrupt Practices Act should be eliminated. 

10. Provision should be made for not seating anyone who has will- 
fully not complied with the reporting requirements. 

11. Section 612 dealing with the distribution of unsigned advertise- 
ments and circulars should be modified to prohibit this sponsorship by 
anyone other than authorized committees or candidates and should 
contain provisions that newspaper advertisements contain a statement 
showing the cost of the advertisement and that circulars should con- 
tain a statement of the number printed and the cost of printing. 

12. Some provision should be made for equalizing the franking 
privilege, either by eliminating its use entirely in connection with elec- 
tions or by making it available in some limited manner to all qualified 
candidates. 

13. The prohibition against participation in elections by Federal 
employees or persons who are paid in whole or in part from Federal 
funds should be eliminated or at least modified. 

14. Without regard to changes in the law with respect to the proper 
way to handle reports of expenditures filed with Congress, a com- 
mittee or subcommittee performing the functions of this committee 
should be active on a permanent basis. 


EI1GgHTy-SECOND Conaress, 1951-52 


Senate Resolution 250, Senate Report 647, August 20, 1951 

The report of the Senate Committee on Rules and Administration 
covered investigations of the Maryland senatorial election of 1950. 
The character of the complaints, which were explored by the Subcom- 
mittee on Privileges and Elections, included : 

(1) The alleged defamatory nature of the campaign of John Mar- 
shall Butler for United States Senator; 

(2) The financial irregularities involved in the campaign; 

(3) The nature and extent of activities and influence of nonresi- 
dents of Maryland in the senatorial campaign. 

The Subcommittee on Privileges and Elections made the following 
specific conclusions and recommendations: 

(1) The hearings very forcefully demonstrate the necessity of for- 
mulating rules on the procedures and standards for contesting the elec- 
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tion of any Senator because of acts committed in the conduct of his 
campaign and of establishing standards or guideposts for what consti- 
tutes sufficient grounds for unseating a Senator. 

The subcommittee strongly urges that the Rules Committee of the 
Senate adopt a rule of the Senate which will prescribe in unequivocal 
terms that the use of defamatory literature in a senatorial campaign 
constitutes good grounds for consideration by the Senate to declare 
such seat vacant. 

2. Standards should be established by the Senate to fix definitely by 
law the responsibility on the part of the candidate for the campaign 
acts and conduct of his campaign manager and other authorized cam- 
paign aids. 

3. Composite pictures, such as that appearing in the tabloid From 
the Record which falsely or maliciously misrepresent facts and without 
justification create and exploit doubt about the loyalty to his country of 
an opposing candidate, should be made illegal under the Federal elec- 
tion laws. The State of Maryland, as a result of our hearings, has 
taken the lead in this respect as far as State election laws are concerned. 

The subcommittee recommends legislation outlawing all composite 
pictures in campaigns which w ould be designed to misrepresent or 
distort the facts regarding any candidate. In the drafting of suc h 
legislation, consideration should be given to all types of ‘ ‘composites,” 
whether they be newspaper pictures, voice recordings, motion pictures, 
or any other means or medium of conveying a composite. impression. 

4. These hearings underscore the desirability of requiring individual 
contributors of $100 or more to campaign funds of candidates and 
political parties to report their own contributions. Contributions in 
all election campaigns for Federal office should be required to be 
reported by the contributor himself, as well as by the candidate and 
political party, to a designated agency of the Federal Government. 

5. The question of unseating a Senator for acts committed in a sena- 
torial election should not be limited to the candidates in such elections. 
Any sitting Senator, regardless of whether he is a candidate in the 
election himself, should be subject to expulsion by the Senate, if it finds 
such Senator engaged in practices and behavior that make him, in the 
opinion of the Senate, unfit to hold the position of United States 
Senator. 

6. Immediate studies should be undertaken to determine whether 
practicable and legal means can be found to identify to what extent 
powerful national groups or combinations of forces under cover of 
anonymity are invading State elections. If means can be found to 
identify these powerful national groups before elections, the voters 
could then act on the basis of such correct information. 

7. The subcommittee is convinced from its findings in the Maryland 
case that extended studies of the Federal Corrupt Practices Act, look- 
ing to a revision thereof, should be made at the earliest possible mo- 
ment. Such study should be made in all States where abuses of the 
election machinery have been noted. 

Such studies should include means of enforcing the reporting of all 

campaign donations used in a candidate’s behalf. They should in- 
clude not only the donations to and expenditures by the candidate him- 
self and his official campaign organization, but also all affiliated or 
supporting clubs or other organizations. 
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Since the limitations upon expenditures in the Federal Corrupt 
Practices Act were set in 1925, many new and informative means of 
communication have come into common use, with tremendous increases 
in costs of campaigning in other well-established media. 

Because of these necessary increased costs, the subcommittee feels 
that the formula for calculating the limits on donations and expendi- 
tures should be realistic and should reflect current costs and modern 
campaign techniques. Campaigns must always be limited to reason- 
able amounts and the amounts so set should be enforceable. 

The report stated that the present law, granting exemptions from 
the expenditure limits on a large block of usual campaign expendi- 
tures, makes it almost impossible to determine with accuracy whether 
the legal limits have been violated. 

8. The subcommittee strongly urges that both major political parties 
take action to establish standards of fair campaigning and to condemn 
officially the use of unfounded charges of disloyalty or the use of any 
other campaign tactics which without foundation cast doubt upon the 
patriotism or loyalty of competing candidates. The subcommittee 
feels that a continuing committee of eminent members of both parties, 
working jointly for higher and cleaner standards of campaigning, 
can do as much as the enactment of laws to rid this Nation of abuses, 
which are reaching alarming proportions. 

9. The committee hearings and reports should be referred to the 
Department of Justice and other appropriate authorities for study 
and appropriate action. 

The report included the individual views of Senator McCarthy. 
He stated that one of the major failures of the subcommittee was its 
complete failure to investigate any phase of the Tydings half of the 
Maryland campaign. 

Senator McCarthy strongly recommended the precedent established 
by this committee, in not investigating the Tydings campaign, be re- 
pudiated by succeeding Senate Subcommittees on Elections and Privi- 
leges for, he believed, if this precedent is followed, it will mean that 
during Republican administrations only the campaign tactics of Dem- 
ocrats will be investigated, and during Democratic administrations 
only the campaign tactics of Republicans will be investigated. He 
believed this practice dangerous and unwise beyond words. 

It was stated by Senator McCarthy that the report failed to take 
any account of the big issue of the 1950 senatorial election in the State 
of Maryland which he believed was one of “Communists in Govern- 
ment.” 


Senate Document 81, October 16,1951 

The individual views of Senator Jenner, a member of the Senate 
Committee on Rules and Administration, are expressed in this docu- 
ment concerning Senate Report 647, the Maryland Senatorial Election 
of 1950. 

The Senator expressed his views in detail and presented the fol- 
lowing conclusions: 

1. The Subcommittee on Privileges and Elections unanimously con- 
cluded after exhaustive investigation that there was no evidence 
proving unfair election practices or violations of Federal or State 
election laws in the Maryland campaign of 1950. 
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2. It was developed that the inquiry into the Maryland elections of 
1950 was requested by former Senator Millard E. ydings and was 
limited to the conduct of the campaign of Senator Tydings’ opponent. 

3. The device whereby defeated candidates can utilize congres- 
sional committees as forums for accusations against their victorious 
opponents is lamentable. 

4. The infiltration of Communists into the United States Govern- 
ment was the critical issue in the Maryland campaign of 1950. The 
character of the investigation into the loyalty of State Department 
employees, which ex-Senator Tydings conducted, was the principal 
cause for his defeat. 

5. The people of the State of Maryland met the issue at the polls 
on November 7, 1950, and will have an opportunity to do the same 
thing again in 1952. 

House Resolution 558, House Report 2517, January 8, 1953 

House Resolution 558 created a Special Committee to Investigate 
Campaign Expenditures in the election of Members to the House 
of Representatives in 1952. 

In part I the committee described its three-point program as follows: 

1. Supply all candidates in the general election with copies of the 
pertinent Federal legislation, including information of the commit- 
tee’s existence, jurisdiction, and policy, to serve as a guide to candi- 
dates in conducting their campaigns, and to advise them of the pur- 
pose and laws governing the questionnaire forms that each received 
from the Clerk of the House. 

2. Conduct investigations of particular campaigns only upon re- 
ceipt of a complaint signed by a candidate, containing sufficient and 
definite allegations of fact to establish a prima facie case requiring 
investigation by the committee, reserving, however, the right to act 
upon its own motion in any matter which it believed would better 
enable it to carry out the duties imposed by House Resolution 558. 

3. Conduct a study of the effectiveness of present legislation in the 
field, and the practicality of proposed remedial legislation, and then 
recommend amendments, 

Part II of the report deals with the work of the committee and its 
staff in carrying out the second phase of its program: investigation 
of particular campaigns, upon receipt of signed complaints of can- 
didates. It was recommended, that the 83d Congress study the possi- 
bility of advising the respective States, perhaps by means of a joint 
resolution expressing the policy of Congress in this regard, to establish 
machinery for recounting ballots cast in primary and general elec- 
tions for Representative and Senator, and that the respective Houses 
of Congress refrain from conducting recounts except in instances 
where a prima facie case is made out by a contestant stating that the 
State machinery has not provided a just and correct count in his par- 
ticular contest. 

Part III discussed at length the basic questions and considerations 
involved in remedial legislation, which encompassed the following: 

Extension of coverage to primaries, caucuses, and nominating 
conventions. 

Extension of coverage to expenditures in a single State for the 
purpose of influencing or attempting to influence the election of can- 
didates for Federal office. 
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Extension of coverage to include presidential and vice presiden- 
tial campaign expenditures. 

Limitations on political committees. 

Limitations on candidates. 

The effectiveness of publicity in controlling excessive campaign 
expenditures. 

Limitations on individual contributions. 

Controls on radio and television campaigning. 

Limitations on corporations and labor unions. 

Limitations on “educational” committees. 

Subsidization of campaign expenses. 

Creation of a joint committee or impartial commission to supervise 
election practices; scurrilous and scandalous literature. 

Part IV contained the unanimous recommendations of the com- 
mittee : 

That a thorough revision of the existing Federal election laws is 
imperative. That the House of Representatives take the necessary 
steps to give this project the immediate and thorough attention that, 
the importance of the subject warrants. 

That it is impossible, on the basis of the inadequate information 
now available on the costs of conducting a modern campaign, and 
the tremendous practical and constitutional problems which arise in 
attempts to regulate campaign activities and expenditures, to prepare 
at this time any comprehensive plan for revision of the existing 
laws. 

That the duties of conducting the study, drafting the compre- 
hensive legislation required, and supervising the elections of the on 
bers of the House should be placed on a standing committee, thereby 
doing away with the need for special committees, such as this one, for 
this purpose. The tremendous and widespread responsibilities im- 
posed upon such special committees are not commensurate with the 
short life and small budgets granted them. 

That the Congress should recommend to the respective States that 
action be taken by the States to provide uniform laws relating to the 
campaigns and elections of candidates for Federal office, including a 
provision that such candidates would have a right to a recount of 
the votes cast, upon a reasonable showing of fraud or error. 

The majority made the following recommendations: 

1. That the Federal election laws be made applicable to the nominat- 
ing process, including primaries and nominating conventions. 

2. That the financial reporting requirements now applying to polit- 
ical committees be extended to include all organizations which ac- 
cept contributions and make expenditures for the purpose of in- 
fluencing or attempting to influence the election of candidates for 
Federal office. 

3. That the financial reporting requirements of existing law, now 
applicable only to activities and expenditures in two or more States, 
be extended to include activities and expenditures in a single State, 
if for the purpose of influencing or attempting to influence the election 
of candidates for Federal office. 

4. That the existing limitation of $3 million for national political 
committees be substantially raised, and a lower limit be established 
for political committees active in only 1 State, in accordance with rec- 
ommendation 3. 
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5. That the existing limitations on candidates for the Senate and 
House of Representatives, $25,000 and $5,000, respectively, be raised 
substantially, and that the law be clarified to indicate what expendi- 
tures are to be included in determining compliance. 

6. That the financial reports required to be filed by candidates, 
political committees, and others, be so revised as to indicate how much 
was spent by, or in aid or support of, each candidate for a Federal 
office. 

7. That the depository office receiving the financial reports be given 
the responsibility of insuring that they have been filed according to 
law, and of making them available for public inspection. 

8. That the present provision setting a limit of $5,000 on individual 
contributions be revised to reflect more clearly the intention of the 
Congress. This provision, as presently written, is subject to a variety 
of interpretations, many of which constitute evasions of the spirit, if 
not the letter, of the law. 

Additional views of the minority of the special committee included 
the following: 

Belief that the provisions of any legislation to be recommended to 
Congress should be left to the appropriate standing committee for 
drafting. 

Agreement with the basic recommendation of this committee that 
the entire subject receive detailed study by one of the standing com- 
mittees of the House of Representatives. The opinion was expressed 
that it was somewhat presumptuous to suggest to that committee what 
its answers should be to the questions raised regarding the present 
state of the law on the subject of political contributions and 
expenditures. 

It was stated that the minority did not necessarily disagree, nor 
agree, with the specific recommendations made by the majority ; rather, 
that the study by this committee had been necessarily so limited and 
its hearings so brief that no opportunity had been afforded to form 
definite ideas on this subject. 


Ereuty-Tutrp Coneress, 1953-54 


House Resolution 439, House Report 2685, January 1, 1955 

The Special Committee To Investigate Compaign Expenditures, 
pursuant to House Resolution 439, undertook an investigation of the 
extent and nature of campaign expenditures made by all candidates 
for the House of Representatives, violations of the Federal Corrupt 
Practices Act, the Hatch Act, portions of the Labor-Management 
Relations Act, 1947, and other matters relating to the election of 
Members of the House of Representatives in 1954. 

The committee reported on eight specific cases with respect to its 
activities. In some instances no further action was taken. Conflict- 
ing statements in one case were referred to the Attorney General of 
the United States to determine whether there had been a possible 
violation of Federal law. 

Based on hearings conducted at Statesville, Boone, and Taylorsville, 
N. C., the committee concluded that the absentee-voting laws and reg- 
istration laws of that State needed a thorough revision. The report 
further stated; “The more important thing, however, is the adminis- 
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tration of the law.” Matters of appropriate interest were referred to 
the United States Attorney General and the attorney general of the 
State of North Carolina. The committee submitted both the original 
complaint and the Committee report with the recommendation that 
the Committee on House Administration give the matter serious atten- 
tion. 

E1gHty-rourTH Coneress, 1955-56 


S. 636, Senate Report 624, June 22, 1956 

S. 636 provided for revision of the Federal election laws to prevent 
corrupt practices in Federal elections. The Committee on Rules and 
Administration, having received the report from its Subcommittee on 
Privileges and Elections, recommended that the bill, with amendments, 
pass. 

At the conclusion of public hearings the subcommittee believed that 
the record demonstrated clearly the woefully inadequate character of 
existing Federal laws concerning corrupt practices in elections and 
the consequent need for realistic, workable legislation. The subcom- 
mittee concluded that S. 636, as amended, would be a substantial im- 
provement over the provisions of existing law, being realistic, work- 
able, and adequate. 

Further, the subcommittee stated that present laws regulating cor- 

rupt prac tices in Federal elections are ser iously deficient and require 
revision for a variety of reasons. Most provisions of these laws were 
discovered to be at least 15 years old, with many originating half a 
century ago. The report states that ‘these laws are written in such 
manner as to invite and frequently to demand evasion by even the 
best-intentioned candidates. It was pointed out that the costs of cam- 
paigning have risen sharply and will continue to increase. Conse- 
quently, it is impossible to comply with the ceilings placed on candi- 
dates’ expenditures. Accordingly, evasion of the purpose of the laws 
is commonplace. The subcommittee recommended that S. 636 receive 
prompt and favorable consideration. 

The committee set forth the principal purposes of the bill as follows 

To extend the coverage of Federal law regulating corrupt prac- 
tices in general elections to primaries and caucuses held for the purpose 
of selecting candidates for elective Federal offices. 

To extend the coverage of Federal law regulating financial activi- 
ties of interstate political committees to all political committees ex- 
pending more than $100 annually which are active in campaigns for 
_ ive Federal office. 

. To centralize, to the extent that such is practicable, responsibility 
fon camp: ign practices and tactics. 

To improve, and make more realistic, reporting requirements 
dccaaa on candidates for elective Federal office and political commit- 
-_ se ting such candidates. 

To increase the amount candidates for elective Federal office 
may y legally spend to seek nomination or election. 

6. To provide for legislative supervision of the enforcement. by 
executive agencies of the Federal Government of Federal laws regu- 
lating ¢ orrupt practices in Federal elections. 

The committee cited some of the principal defects in existing laws 
(principally, the Federal Corrupt Practices Act of 1925, as amended, 








am 


tei 





314 POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 


and the Political Activities Act of 1939, as amended) based on sub- 
committee investigation ; namely : «hy 

1. Existing law makes no attempt to limit or provide for publicity 
for expenditures in primary elections, conventions, or caucuses, de- 
spite the fact that in approximately one-third of our States, success 
in the primary is, in effect, tantamount to election. Since Federal 
law does apply to general elections in all of the States, the exemption 
from that law of primaries and other nominating devices results in 
an incomplete and distorted picture of campaign finance. 

2. Existing law fails to place any effective limitation on contribu- 
tions or expenditures even in final elections. This failure is due to 
several factors, including the fact that existing law regulates only 
the contributions received and the expenditures made by candi- 
dates themselves and does not apply to political committees which 
support them unless those committees are national in character. 
Moreover, the existing law establishes such unreal limitations on 
expenditures which a candidate may lawfully make that it invites, 
encourages, and even demands evasion. 

3. Existing law fails to fix the responsibility clearly either for im- 
proper expenditures or for failure to file reports in compliance with 
such law. Furthermore, it allows ad hoc political committees created 
frequently with a candidate’s complete awareness, to participate in 
exceedingly questionable campaign practices on behalf of that can- 
didate, without providing that the candidate on whose behalf such 
practices are engaged in shall bear responsibility, even though he may 
be cognizant of such practices. 

4. The provisions of existing law concerning the reporting of con- 
tributions and expenditures are confusing and onerous and provide 
many opportunities for evasion or avoidance. 

5. Existing law fails to provide adequate publicity for even the 
small number of reports filed in compliance with its provisions. 

6. Existing law does not apply to large numbers of organizations, 
both national and intrastate in character, which, while not directly 
supporting particular candidates, frequently exercise a controlling 
influence over election. 

7. Existing law provides no adequate means of checking the reports 
that are made or of enforcing the penalties prescribed for its violation. 

8. Existing law does not apply to any committee operating only 
within one State in behalf of a candidate for elective Federal office. 
It thus exempts a large number of organizations formed for a single 
purpose—to influence a Federal election—from any effective control 
or regulation. 

The report contained a section-by-section analysis of the bill, a brief 
history of corrupt-practices legislation and a comprehensive compari- 
son of the provisions of S. 636, including subcommittee amendments, 
with comparable provisions of existing law. 

During the subcommittee hearings, certain suggestions not directly 
related to S. 636 were presented by witnesses. ‘The subcommittee be- 
lieved these suggestions should be brought to the attention of the Senate 
and cited them as follows: 

1. That the Internal Revenue Code be amended so as to allow for 
the deduction from gross income for tax purposes of contributions to 
political committees or candidates up to a certain amount. The in- 





POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 315 


tention of this suggestion is to assist the political parties in obtainin 

larger funds and at the same time to make contributions for politica 
purposes more respectable, and encourage more widespread interest 
and participation by the electorate. 

2. That legislation be enacted requiring radio and television stations 
and networks to allocate free time to candidates for elective Federal 
office, or providing for Federal subsidization of such time. Because 
of the many problems which would arise from such a system, and be- 
cause of the many factors that would have to be considered, the sub- 
committee is not prepared to suggest any such action. The subcom- 
mittee believes that radio and television are at the present time makin 
substantial contributions to the enlightenment of public opinion at 
that such contributions will continue. 

3. That legislation be enacted to protect the voting rights of mem- 
bers of minority groups. While the subcommittee is united in the 
opinion that such rights should be protected, the subcommittee mem- 
bers do not believe that such provisions should be included in corrupt- 
practices legislation. 

4. That a thorough investigation of the role of interest groups in 
elections be undertaken. While such an inquiry might well be 
meritorious, the subcommittee has not as yet had the opportunity to 
make such an investigation. 

The minority views of four committee members covered the area 
of their agreement in the proposed revision of the Federal election 
laws. 

The minority opinion further indicated that S. 636 failed to reach 
the desired ends and would be cumbersome and unworkable. 

What it considered to be the more striking shortcomings of the pro- 
posed legislation were set forth in the following observations: 

I. S. 636, if enacted, would change our political system by trans- 
ferring more functions to the Federal Government and relieving the 
States and local governments of their responsibilities. The multitu- 
dinous and voluminous Government reports required would tend to 
discourage busy citizens from engaging in political activities. 

II. S. 636 may violate the Bill of Rights by banning contributions 
and expenditures by political committees in support of any candidate, 
unless the candidate or his designated representative has authorized in 
writing that committee to support him. It would make the candidate 
a censor over activities of other freemen. 

III. It was cited that S. 636 would extend the jurisdiction of Federal 
election laws and reporting thereunder to primaries, nominating con- 
ventions, and the caucuses. The minority stated that no detailed testi- 
mony was taken by the committee in reference to the operation of State 
primary laws, or to the substantial constitutional questions involved, 
and the committee did not go into a detailed study of how Federal re- 
porting might be applied to presidential nominating conventions. 
Further, the extension of Federal election restrictions and reporting to 
primaries, caucuses, and conventions merits further study, but until 
such a study is made it should not be included in any proposal recom- 
mended by the committee for enactment. 

IV. That S. 636 failed to correct the widespread abuse wherein mil- 
lions of laboring men and women are compelled to give financial aid to 
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candidates and to a political party not of their choice in order to hold 
their jobs. 

For the foregoing and “other reasons” the minority felt that S. 636 
as reported should not be enacted in its present form. 


H. R. 3084, House Report 1424, July 26, 1955 


H. R. 3084, referred to the Committee on House Administration, was 

devised to amend certain provisions of the Hatch Act relating to the 

revention of political activities so as to make them inapplicable to 
tate officers and employees. 

The commitee séasthaitell that the following provisions of the Hatch 
Act should be amended: 

Section 12 prohibits employees of States or their political sub- 
divisions, whose employment is in connection with an activity financed 
in whole or in part by the United States, from— 

(1) Taking an active part in political management or political 
campaigns, 

(2) Using their official authority to influence or interfere with 
an election or a nomination for office, or affecting the result there- 
of, or 

(3) Directly or indirectly coercing or attempting to coerce, 
command, or advise any other employees to pay, lend, or con- 
tribute anything of value for political purposes. 

The existing law requires the State or political subdivision con- 
cerned to dismiss the offending employee and to refrain from rehiring 
him for a period of 18 months. In the event the State refuses to com- 
ply, an amount equal to the employee’s salary for 2 years is withheld 
from the loans or grants which the State would otherwise receive. 

The committee believed the need for legislation of this type had 
ceased to exist. 

The report indicated that large numbers of State employees cov- 
ered by this section are unaware that they are subject to the Hatch 
Act. The Civil Service Commission has been unable to keep the thou- 
sands of State employees informed of the restrictions which the 
act imposes on them. 

The committee believed repeal advisable because adequate enforce- 
ment would require large sums of money, sums which have never 
been available. 

The reported bill also contained a provision amending section 9 of 
the Hatch Act, which would prohibit certain political activities by 
Federal employees. The committee believed that the 90-day man- 
datory minimum dismissal penalty for violations is too severe. The 
report stated while many violations of the Hatch Act unquestionably 
warrant immediate removal, there are also many violations which are 
purely technical or unwitting and to suspend the employees for 90 
days without pay for such violations would impose an unjustified 
hardship. 

The bill also contained three technical or conforming amendments. 
One of these would strike out those provisions of section 595 of title 
18 of the United States Code which make it a Federal crime for certain 
State employees to use their official authority or influence to interfere 





POLITICAL ACTIVITIES, LOBBYING, CAMPAIGN CONTRIBUTIONS 317 


with the nomination or election of Federal elective officers. The re- 
port stated that this change is required to make that section conform 
to the policy expressed by the repeal of section 12. Two other amend- 
ments would merely remove references to section 12 of the Hatch Act 
contained in sections 18 and 21 of that act. | 


Senate Resolution 205, as extended by Senate Resolution 218 and Sen- 
ate Resolution 227, Senate Report 1724, April 7, 1956 
The Senate Select Committee for Contribution Investigation was 
iven the task of investigating the charge made by the junior Senator 
rom South Dakota, Mr. Case, which was in essence that there had 
been an attempt to influence his vote on the Harris-Fulbright bill, S. 
1853, the so-called natural gas bill. 

The select committee made these recommendations : 

1. That the Justice Department examine the transcript of these 
hearings in order to determine whether or not any Federal statutes 
have been violated, and whether or not there has been any perjury 
by witnesses in connection with these hearings, and take such action 
as is appropriate. 

2. That the Congress make a thorough and complete study of the 
Federal Lobbying Ket. 

The report stated the language of the present act is drawn so loosely 
as to make it difficult for even the best intentioned citizen to determine 
permissible and proscribed areas of activity, as well as whether he is 
required to register under the act. 

3. That the Congress make a study and reevaluation of the Federal 
Corrupt Practices Act. 

4. That the Congress consider the advisability of amending the 
election laws to require: 

(a) That every candidate for Federal office designate a person or 
persons as fiscal agent or agents who shall be officially authorized to 
solicit and accept campaign contributions; that such information be 
made a matter of public record by being published in a newspaper 
of general circulation in the community where such agent or agents 
live, and that evidence of such publication be filed with the Secretary 
of the Senate. 

(b) That every person, political committee, group, or other organ- 
ization making any campaign contribution or contributions, the total 
sum of which is in excess of $5,000 during any one calendar year for 
the furtherance of the campaign or campaigns of any and all candi- 
dates for Federal office, shall file with the Secretary of the Senate a 
detailed account thereof including the name and address of the per- 
son or persons making such contributions, the date or dates made, the 
amount of such contribution or contributions, and the names and 
addresses of the candidates to whom said contribution or contribu- 
tions were made. ‘This information shall be filed not later than 30 
days prior to the election. This report should include all contribu- 
tions received prior to that date. Thirty days after the election a 
second report should be filed including therein all contributions re- 
ceived subsequent to the date of the first report. 
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TABLE 4.—ExXPENDITURES ExEemMPpTED From THE LIMITATIONS IN TABLE 3 


State 


I do 


Mapweeasie .FiUEsi 


Asisone: SSS 


Connecticut___.._-- 


SHER. ona cemwurn 


Kansas (provision 
refers to candi- 
dates for State 
offices). 

RONWMOKY cc cccucwcs 


Maryland. .iséii.i% 


Massachusetts_.___- 


Minnesota.....--... 


Missouri_.........-. 
Pontes i) Sue 








Expenditures exempted 


Assessment, fee, or charge levied by laws of candidate’s 
State; personal, traveling, or subsistence expenses; 
stationery, postage, writing or printing (other than for 
use on billboards or in newspapers); distributing letters, 
circulars, or posters; telegraph or telephone service. 

Newspaper and radio advertising and fee for qualifying as 
a candidate. 

Stationery, postage, printing, and advertisements in 
newspapers and picture shows, and radio and television 
broadcasts, and necessary personal, traveling or sub- 
sistence expenses. 

Money for proper legal expenses in maintaining or con- 
testing results of an election. 

Legal expenses in maintaining or contesting the result of 
an election; candidate’s own expenses for postage, 
letters, circular letters, telegrams, telephoning, sta- 
tionery, printing, advertising, publishing, expressage, 
traveling and board, cost of primary or convention 
which may be assessed against him by the political 
committee. 

Actual necessary traveling and hotel expenses of candidate 
in connection with his candidacy. 


Expenditures for registration and the permanent equip- 
ment of party headquarters; donation to a fellow 
candidate; legal expenses in resisting contest proceed- 
ings. 

Legal expenses in maintaining or contesting results of 
primary or general elections; candidate’s own expenses 
for postage, telegrams, telephoning, stationery, print- 
ing, advertising, publishing, or expressage, traveling 
and board. 

Payments or promises of payments of authorized expenses 
by a political committee for the benefit of candidate. 
Counsel fees, costs and disbursements, in proceeding 

affecting his rights as a candidate. 

Postprimary election expenses (unless prohibited); salary 
of central campaign manager; discovery and prosecution 
of violations of the primary election laws; maintenance 
of county headquarters (in addition to his central and 
district headquarters) at an expense of not over $1,000 
in counties of not more than 40,000 in population, and 
of not over $500 in counties of less in population (such 
expenditures on county headquarters to be made solely 
from contributions made by qualified electors in that 
county); necessary traveling expenses of the candidate 
and expenses of subsistence during such travels. 

Actual traveling expenses, including hotel or lodging bills. 

By candidate: Payment to State for printing in connection 
with nomination; contribution toward payment for 
statement of candidate or of his political party in 
campaign pamphlet for general election. 

By committees of political parties or organizations: 
Expenditures for public speakers, music, halls, lights, 
literature, advertising, office rent, printing, postage, 
clerk hire, challengers or watchers at the polls, traveling 
expenses, telegraphing or telephoning, making of poll 
lists. 
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TABLE 4.—EXPENDITURES EXEMPTED FROM THE LIMITATIONS IN 


State | 


New Hampshire- - - _| 


New Jersey_-...---- 
New Mexico______-- 


North Dakota_-____- 


South Dakota_--_-_-_-_| 


PeMMGrs 6 Seco 


West Virginia_-_-_-_--- 





TABLE 3—Continued 


Expenditures exempted 





In 


In primary campaign: Assessment, fee, or charge levied 


on candidate by State laws; necessary personal, travel- 
ing, or subsistence expenses; stationery, postage, writing 
or printing (other than for use on billboards or in 
newspapers); distributing letters, circulars, or posters; 
telegraph or telephone service. 


In general election campaign: Contribution to State com- 


mittee; assessment, fee, or charge levied on a candidate 
by State laws; necessary personal traveling or sub- 
sistence expenses; stationery, postage, writing, or 
printing (other than for use on billboards or in news- 
papers); distributing letters, circulars, or posters; 
telegraph or telephone service. 


Traveling expenses of candidate or of any person other 


than candidate if such expenses are voluntarily paid by 
other person without promise of repayment by 
candidate. 


In primary campaign: Filing fees, necessary personal, 


traveling or subsistence expenses. 
general election campaign: 
expenses. 


Traveling and hotel 


In primary campaign: Expenses paid to State for printing 


in publicity pamphlet; candidate’s personal traveling 
expenses. 

campaign for general election: Candidate’s con- 
tribution toward payment for his political party’s 
or independent statement in the publicity pamphlet. 


Contributions which a candidate may make to a State, 


county, or district central committee of his party. 
The limitation on expenditures of a candidate does not 
apply to amounts which may be spent by committee. 


Amount spent by candidate, and personal to himself, 


for his own food, lodging, and transportation. 


Payment to State for printing in primary election pam- 


phlets and in general election pamphlets. 


Printing or circulation of written or printed matter; 


voluntary work for or on behalf of candidate. 


Preparation, publication and dissemination by news- 


paper, magazine, pamphlet, periodical, radio, television, 
or otherwise, of candidate’s views on public questions 
and his qualifications for office. 


Printing and distributing books, pamphlets, circulars, 


and other printed matter and radio broadcasting and 
painting, printing, and posting signs, banners, and 
other advertisements; renting halls, holding political 
conventions and public meetings; necessary traveling 
and hotel expenses of candidate, political agents and 
committees, and for stationery, postage, telegrams, 
telephone, express, freight and public messenger service; 
preparing, circulating and filing petitions for nomination 
of candidates; checking registration lists and conducting 
proceedings to prevent unlawful registration and voting; 
conveying voters to and from polls; securing publication 
in newspapers and by radio broadcasting of documents 
and other information relating to political issue, candi- 
date, or question or proposition submitted to a vote. 
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TaBLE 4.—ExXPENDITURES EXEMPTED FROM THE LIMITATIONS IN 
TaBLE 3—Continued 





State | Expenditures exempted 


Wisconsin__..__---- | Expenditures for a % page of political advertising in 
newspapers having circulation in State (in case of 
United States Senator), and the mailing of 1 communi- 
cation to voters in the State; compensation of counsel 
and costs and disbursements in any action affecting 
one’s rights as a candidate. 

Wyoming. 6.02.24 | Traveling expenses. 


TaBLE 5.—LAWFUL CAMPAIGN EXPENDITURES ENUMERATED 





State Enumeration 





BIGRIIAS «gsi cm ema Candidates traveling expenses while campaigning; fee for 
qualifying; stenographie work; clerks at his campaign 
headquarters to address, prepare and mail campaign 
literature; telegrams, telephone, postage, freight, express, 
stationery; a list of voters; office rent; newspaper and 
radio advertising; preparation, printing and publication 
of posters, lithographs, banners, notices and literary 
material, reading matter, cards and pamphlets; the 
compensation of agents to supervise and to prepare and 
distribute such articles and advertisements; the rent of 
halls in which to address the voters; the hire of bands 
or musicians and the reasonable traveling expenses of 
his agents, clerks and speakers. 


AIIEOUR. bccn ind No enumeration. 
BEEOROAE. cen daww use Do. 
California... cciscsss5 By candidate or committee, before, during or after election 


or primary: (a) Preparing, printing, circulating and 
verifying of nomination papers, and candidate’s official 
| filing fee; (b) candidate’s and campaign personnel’s per- 
sonal traveling expenses; (c) rent, furnishing and main- 
taining headquarters and halls and rooms for public 
meetings, including light, heat, and telephone; (d) pay- 
ment of specified personnel; (e) preparing, printing, and 
posting of billboards, signs and posters; (f) preparing, 
printing, and distribution of literature by direct mail, 
including postage, throwaways and handbills; (g) news- 
paper advertising; (h) radio and television advertising 
and speech time; (7) office supplies, precinct lists, other 
postage (than under (f)), expressage, telegraphing rela- 
tive to candidacy; (j) making canvasses of voters, and 
public opinion surveys; (k) conveying voters to and 
from polls; (/) supervising registration of voters; (m) 
watching the polling and counting of votes cast; (n) 
photographs, mats, cuts, art work and displays; (0) petty 
cash items relative to candidacy. 





OOlOTAEO ic cncwiwnna Personal expenses; printing tickets or handbills and other 
papers; holding public meetings for discussing public 
questions. 

Connecticut.......-. By candidate: Postage, telegrams, telephoning, stationery, 


printing, the advertising in or distribution of newspapers 
being excepted, expressage and traveling. 
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TABLE 5.—LAawFuL CAMPAIGN EXPENDITURES ENUMERATED—Continued 





State Enumeration 





Connecticut—Con. By treasurer or political agent: (a) Hiring public halls and 
music for political meetings, furnishing music, uniforms, 
banners or fireworks for political clubs or public parades 
and advertising such meetings or parades; (b, printing 
and circulating political newspapers, pamphlets and 
books; (c) printing and distributing sample ballots or 
ballot labels; (d) renting rooms to be used by political 
committees; (e) compensating clerks and other persons 
employed in committee rooms and at polls, and furnish- 
ing reasonable entertainment to such persons necessarily 
employed in committee rooms and at polls, and to mem- 
bers of political committees of the same political party 
| to which such political agent or treasurer belongs; (f) 
| travel of political agents, committees and public speakers 
| and reasonable compensation to public speakers; (g) 
| necessary postage, telegrams, telephoning, printing and 
express charges; (hk) preparing, circulating and filing 
petitions for nomination; (7) conveyance of electors to 
the polls. 
peaweare..... 2.2... No enumeration. 
Peeeee doen | (1) Fee for qualifying, (2) candidate’s traveling expenses 
while campaigning or the legitimate traveling expenses 
of speakers in his behalf or of his campaign employees, 
or committee members, (3) stenographic work, (4) 
clerks at his campaign headquarters to address, prepare, 
and mail campaign literature, (5) telegrams, (6) tele- 
phones, (7) postage, (8) freight, (9) express, (10) 
stationery, (11) list of electors, (12) office rent, (13) 
newspaper advertising, (14) advertising on television, 
(15) advertising in magazines or other periodicals, (16) 
advertising on billboards, on banners, and on streamers, 
(17) printing and the renting of halls in which to address 
the electors, (18) radio time, (19) the renting or buying 
| of public-address equipment and automotive equipment 
necessary to transport and operate it, and (20) compensa- 
tion for campaign treasurer and/or campaign manager 
of the candidate at his main headquarters, (21) com- 
pensation for poll watchers, (22) hire of cars and 





drivers. 
eee No enumeration. 
CN ec i ae For primary: personal expenses only, which shall include 


only expenses directly incurred and paid by candidate 
for traveling and for purposes directly incidental to 
traveling, and for writing, printing, and preparing for 
transmission any letters, circular, or other publication, 
whereby he states his position or views upon public or 
other questions; for cards, stationery, and postage, and 
for the necessary expenses in hiring halls or other rooms 
for the purpose of holding public meetings at which to 
address the voters and others, upon public questions 
and matters relating to his candidacy. 
I eae No enumeration. 
ale litle In connection with election or primary election (including 
nominating convention): 
By candidate: Postage, telegrams, telephoning, sta- 
tionery, letters, circular letters, printing, expressage 
and traveling. 
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TaBLE 5.—LawFruL CAMPAIGN ExpENDITURES ENUMERATED—Continued 





State 





Indiana—Con. 


Iowa 
Kansas 
Kentucky 


Louisiana 





Enumeration 





By treasurer, political agent, or candidate: (a) Neces- 
sary cost of hiring halls and music for conventions, 
public meetings and public primaries and for adver- 
tising same and decorating said halls; (6) printing 
and circulating political articles, circulars, circular 
letters, plate and electrotype matter, candidate’s 
cards, pamphlets and books including payment of 
subscriptions to newspapers or periodicals contain- 
ing political articles to be circulated among voters; 
(c) printing and distributing sample or specimen 
ballots and instructions to voters; (d) renting rooms 
and headquarters to be used by political committees, 
agents, treasurers or subtreasurers and paying for 
all clerical assistance and labor employed therein; 
(e) compensating clerks, stenographers, typists, 
and other assistants employed in the committee 
rooms, or on the business of the committee outside 
of said committee rooms, and also of challengers, 
watchers, messengers, and workers employed in or 
at the registration rooms, in the voting rooms and 
at the polls, and the cost and expenses of any 
primary convention or mass convention held under 
laws of Indiana; (f) traveling and other legitimate 
expenses of political agents, committees and public 
speakers, including reasonable compensation for 
the chairman and secretary of the state and other 
central committees and the costs of treasurers’ 
bonds; (g) making poll-books, copies of registration 
jists and compiling information or data with 
respect to the qualifications of voters, or their 
political affiliations, or any other information 
of a political character; (h) necessary postage, 
telegrams, telephoning, printing expenses and 
conveyance charge for carrying sick and infirm 
persons to and from the places of registration; 
(t) necessary cost of equipping, furnishing and 
maintaining committee rooms, and headquarters 
and places of meeting for political committees, 
agents and treasurers, both during and after 
political campaigns, if it shall be desired to maintain 
permanent headquarters; (j) cost and expenses of 
messengers for party matters, and of persons 
summoned in regard to party matters, and also 
accommodations and entertainment for all such 
persons; (k) expenses in providing transportation, 
accommodations, or entertainment for members of 
central committees when connected with party 
matters; (/) cost and expenses of political parades, 
meetings and demonstrations, and the equipment 
and compensation of a political band or drum 
corps; (m) cost of political buttons, lithograph, 
banners, and other political advertising matter. 

No enumeration. 

Do. 

Employing and paying clerks and stenographers; printing 
and advertising; securing suitable halls for public speak- 
ing, suitable headquarters, stationery and stamps, actual 
traveling expenses. 

No enumeration. 
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State 


Maryland____.....- 





TABLE 5.—LAWFUL CAMPAIGN EXPENDITURES ENUMERATED—Continued 








Enumeration 





By candidate: Printing, clerk hire, newspaper advertising, 
radio advertising, television, hall rent, soliciting agents, 
postage, telephones and telegrams, stationery, express, 
traveling expenses, hotel bills, transporting voters, mis- 
cellaneous. Expenditures for miscellaneous items shall 
not exceed 10 percent of total expenditures and shall 
include no items not legitimate under secs. 1 to 9 of 
ch. 9. 

By treasurer or political agent: Hiring public halls and 
music for conventions, public meetings and public pri- 
maries, and advertising same by posters or otherwise; 
printing and circulating political newspapers, pamphlets 
and books; printing and distributing ballots and posters; 
renting and furnishing rooms to be used by political 
committee (used by candidates or political agents, in 
primary campaign), and reasonable entertainment and 
refreshment, exclusive of alcoholic beverages, of the 
members of such committees (of political agents, in 
primary campaign), compensating clerks and other per- 
sons employed in committee rooms (employed in candi- 
dates’ rooms, in primary campaign) and at polls; travel- 
ing expenses of political agents, committees and public 
speakers, and reasonable compensation to public speak- 
ers; radio and television; necessary postage, telegrams, 
telephones, printing, newspaper advertising, express and 
conveyance charges, including conveyance of electors 
to polls. 

By candidate: His own expenses for postage, telegrams, 
telephoning, stationery, printing, advertising, publish- 
ing, expressage, and traveling and board. 

By treasurer or political agent: (a) Hiring of halls and 
music for the conventions, public meetings, and public 
primaries and for advertising the same; (6) printing and 
circulating political articles, circulars, pamphlets, and 
books; (c) printing and distributing sample of specimen 
ballots and instructions to voters, subject to restrictions 
imposed by law; (d) renting rooms and headquarters to 
be used by political committees; (e) compensating clerks, 
stenographers, and typewriters employed in the com- 
mittee rooms, and also challengers and watchers em- 
ployed in the registration rooms, in the voting rooms, 
and at the polls: (f) traveling and other legitimate 
expenses of political agents, committees, and public 
speakers; (g) necessary postage, telegrams, telephoning, 
printing expenses, and conveyance charges for carrving 
persons to and from the polls, or to and from the office 
of registration; (h) cost and expenses of messengers sent 
or summoned by the State central committee on party 
matters, and also for accommodation and entertainmeat 
of such persons; (7) all expenses incurred under authority 
of the State central committee in pro: iding transporta- 
tion, accommodations, and entertainment for its mem- 
bers when assembling for any meeting or when visiting 
headquarters on party matters. 
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TaBLe 5.—LAwruLt CAMPAIGN EXPENDITURES ENUMERATED—Continued 


State 





Massachusetts 


Michigan 


Minnesota _ - 


92693- 





Enumeration 





By political committees: Advertising, writing, printing, 


and distributing circulars or other publications, radio 
broadcasts or other forms of publicity, hire and main- 
tenance of political headquarters, and clerical hire inci- 
dental thereto, meetings, refreshments, not including 
intoxicating liquors, but including cigars and tobacco, 
decorations and music, postage, stationery, printing, 
expressage, traveling expenses, telephone, telegraph, 
and messenger service, and the hire of conveyances and 
workers at polling places, but not more than 2 persons 
at each polling place for same party or candidate, con- 
tributions to other political committees and to the per- 
sonal fund of a candidate. 


(1) Traveling expenses and personal expenses incident 


thereto; printing, stationery, advertising, postage, ex- 
pressage, freight, telegraph, telephone, and public mes- 
senger services; (2) dissemination of printed information 
to public; (8) political meetings, demonstrations, and 
conventions; (4) rent, maintenance, and furnishing of 
offices; (5) payment of clerks, typists, stenographers, 
janitors, and messengers actually employed; (6) em- 
ployment of challengers at primaries and elections to 
the aumber allowed by law as such; (7) payment of 
public speakers and musicians at public meetings and 
their necessary traveling expenses; (8) copying and 
classifying of election registers or poll lists and investi- 
gating the right to vote of the persons listed or registered 
therein, and conducting proceedings to purge the regis- 
ters and lists and prevent improper or unlawful regis- 
tration or voting; (9) making canvasses of voters; 
(10) conveying infirm or disabled voters to and from the 
polls; (11) employing as counsel, attorneys licensed to 
practice in Michigan, and necessary expenses of such 
counsel. 


By candidate, directly or indirectly: (1) Candidate’s 


necessary personal traveling expenses; postage, tele- 
graph, telephone, or other public messenger service; 
(2) rent and necessary furnishing of hall or room during 
such candidacy; delivery of speeches, radio broad- 
casting, relative principles or candidates; (3) payment 
of speakers and musicians at public meetings, and their 
necessary traveling expenses; (4) printing and dis- 
tribution of lists of candidates, sample ballots, pam- 
phlets, newspapers, circulars, cards, hand bills, posters 
and announcements relative to candidates, or public 
issues or principles; (5) copying and classifying election 
registers, for making canvasses of voters and for chal- 
lengers at the polls; (6) filing fees to the proper public 
officer, and if nominated at any primary, for contribu- 
tions to the party committee; (7) campaign advertising 
in newspapers, periodicals, or magazines pursuant to 
the provisions of sec. 211.32 (sic). 
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TaBLeE 5.—LAwFuL CAMPAIGN EXPENDITURES ENUMERATED—Continued 


State 


Minnesota—Con. 


Mississippi----..--- 
_. , ae 
Moritana.-..=...... 


Nebraska. .....-.-- 
OEE oboe 


New Hampshire_ - -_- 


| 


Enumeration 


By personal campaign or party committees: (1) mainten- 
ance of headquarters and hall rentals incident to the 
holding of public meetings; (2) necessary stationery, 
postage, telegraph, telehpone, radio broadcasting, 
messenger and clerical assistance to be employed at a 
candidate’s headquarters or at the headquarters of the 
committee, incident to the writing, addressing, and 
mailing of letters and campaign literature; (3) neces- 
sary expenses, incident to the furnishing and printing 
of badges, banners, and other insignia, to the printing 
and posting of handbills, posters, lithographs, and other 
campaign literature. and the distribution thereof through 
the mails or otherwise; (4) the campaign advertising in 
newspapers, periodicals, or magazines, as provided in 
ch. 211 of Statutes, Ann. (1945); (5) wages and actual 
necessary personal expenses of public speakers, or- 
ganizers, and musicians; (6) traveling expenses of 
members of the committee; (7) preparing election 
registers; challengers at the polls. 

No enumeration. 

Do. 

Expenses of conducting public meetings for discussion of 
public questions, of printing and circulating ballots, 
handbills, and other papers, previous to election; ex- 
penses for challengers or watchers at the polls. 

No enumeration. 

Holding and conducting public meetings for discussion of 
public questions; printing and circulating ballots, hand- 
bills, and other papers previous to election. 

By political committee or candidate: (1) Transportation, 
housing, and subsistence and other minor expenses, 
strictly incidental to traveling, for members of political 
committee and for candidate, and for speakers for a 
rally or political meeting; (2) preparation, printing and 
distribution by mail, of letters, circulars, and other writ- 
ten or printed matter, and for the posting or distribution 
through any advertising or bill-posting agency of posters, 
handbills, and other advertising matter; (3) rental of 
offices occupied by such committee or candidate; tele- 
phone or telegraph tolls; compensation of secretaries, 
stenographers, and other office employees; (4) rentals of 
halls and other rooms for holding political meetings and 
rallies; (5) advertisements which are permitted; (6) 
payment of speakers; (7) salaries of political agents 
employed by the committee or candidate to travel from 
town to town, arranging for political meetings and rallies 
and doing lawful acts in advancing the objects of the 
committee or candidate, canvassing of voters; (8) con- 
tributions to local committees; (9) transporting voters 
to and from polls; (10) purchase of radio time, office 
equipment, and supplies. 
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TaBLe 5.—LAawFuL CAMPAIGN EXPENDITURES ENUMERATED—Continued 


State 


New Jersey....-..-- 


New Mexico 
New York 


North Carolina_-—___- 
North Dakota__-_-_- 


| 


Enumeration 





| Advertising in newspapers, magazines, and periodicals, 


| 
| 
| 





in or on railroad cars, trolley cars, motor or other 
vehicles and airplanes; or by means of banners, electric 
signs, moving pictures, or wireless telephone or tele- 
graph; holding political meetings, including expenses for 
music and other entertainment, at such meetings, and 
for advertising such meetings; traveling expenses and 
compensation of agents actually employed in arranging 
for and conducting such meetings; paying for watchers 
at the polls; transportation of voters to and from polls; 
making contributions to the State or county committee; 
maintaining candidates’ or party headquarters, includ- 
ing the hire of rooms and the compensation of employees 
actually employed therein, salary or fees of stenogra- 
ers, telegraph or telephone charges, postage, expressage, 
traveling expenses of candidates, and the preparation 
and printing of literature and the distribution thereof. 


No enumeration. 
Rent of halls and compensation of speakers, music and 


fireworks for public meetings, and expenses of advertis- 
ing the same, together with the usual and minor ex- 
penses incident thereto; preparation, printing, and 
publication of posters, lithographs, banners, notices, 
and literary material; compensation of agents to super- 
vise and prepare articles and advertisements in the 
newspapers, to examine questions of public interest 
bearing on the election, and report on same; pay of 
newspapers for advertisements, pictures, reading matter, 
and additional circulation, the preparation and circula- 
tion of circular letters, pamphlets, and literature bearing 
on the election; rent of offices and clubrooms, compensa- 
tion of such clerks and agents as shall be required to 
manage the necessary and reasonable business of the 
election and of attorneys at law for actual legal services 
rendered in connection with the election; preparation 
of lists of voters, payment of necessary personal ex- 
penses by a candidate; reasonable traveling expenses 
of the committeemen, agents, clerks and speakers, 
postage, express, telegrams and telephones; expenses 
of preparing, circulating, and filing a petition for nomi- 
nation; compensation of poll workers or watchers, and 
food for the same, and election officers, hiring of carriages 
for conveying electors to the polls, not exceeding 3 
carriages for each election district in a city and not 
exceeding 6 carriages in any other election district; 
actual necessary railroad traveling expenses for trans- 
portation of voters to and from their places of residence 
for the purpose of voting. 


No enumeration. 
.| Holding and conducting public meetings; printing and 


circulating ballots, handbills, and other papers; contribu- 
tions for printing in publicity pamphlet, candidate’s 
personal traveling expenses; transportation of sick, poor, 
or infirm voters to polls. 
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TaBLe §5.—LawrFrvut CampaicN ExpEeNnDITURES ENUMERATED—Continued 





State Enumeration 





GRpoeS le ck By or in behalf of candidate: (1) Preparing, printing, and 
circulating nomination papers, or payment of fees, except 
filing fees, in connection with the nomination or election 
of candidate; (2) traveling expenses and personal ex- 
penses incident thereto; (3) postage, telephone, telegraph, 
radio, television, expressage, or other public messenger 
service; (4) printing, stationery, advertising, and the 
distribution of printed matter relative to candidate; 
(5) rent, maintenance, and furnishing of campaign head- 
quarters, and places for public meetings; (6) salaries and 
wages of clerks, stenographers, and other persons actually 
employed in the campaign; (7) employing witnesses at 
the primaries and elections, and public speakers or 
musicians at public meetings; (8) copying and classifying 
poll lists, and investigating and challenging the right to 
vote of any person on the registration or polling lists. 

Oklahoma... .. 2.2 Holding and conducting public meetings; printing and 

circulating ballots, handbills, and other papers; trans- 

portation of sick, poor, or infirm voters to polls; candi- 
date’s food, lodging, and transportation. 

rr No enumeration. 

Pennsylvania_ - ----- By candidate or treasurer of political committee: (1) 
Printing and traveling expenses, and personal expenses 
incident thereto, stationery, advertising, postage, ex- 
pressage, freight, telegraph, telephone, and _ public 
messenger service; (2) rental of radio facilities, and 
amplified systems; (3) political meetings, demonstra- 
tions, and conventions, and for the pay and transporta- 
tion of speakers; (4) rent, maintenance, and furnishing 
of offices; (5) payment of clerks, typewriters, stenog- 
aphers, janitors, and messengers actually employed; 
(6) transportation of electors to and from the polls; 
(7) employment of watchers at primaries and elections 
to the number and in the amount permitted by this act; 
(8) expenses, legal counsel, incurred in good faith in 
connection with any primary or elections; contributions 
to other political committees. 

Le ote oe No enumeration. 
South Carolina--- -- Do. 
South Dakota_--__-- Necessary expenditure of money for radio, telephoning, 
public meetings, printing, postage, telegraphing, office 
rooms for actual bona fide use by political committees, 
with fuel and light therefor, music, stationery, travel, 
clerical assistance in committee work, flags, transpar- 
encies, compensation and expense of public speakers; 
voluntary work on behalf of a candidate for public 
office shall not be deemed to be prohibited. 

Tennessee___.._---_- Employment of clerks or stenographers in his campaign; 

printing and advertising; seeking of suitable halls for 
public speaking or meetings; suitable headquarters; sta- 
tionery and stamps; actual traveling expenses of candi- 
dates or his supporters; expenses for soliciting attendance 
of any person at convention, primary or general election; 
conveyance to polls of voters who are sick or otherwise 
unable to go; defraying expense of public speakers 
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Taste 5.—LAwFrunt CAMPAIGN EXPENDITURES ENUMERATED—Continued 








eres jv iWdes ahaa 


Vermont 


State 


| 
| 











Enumeration 


(a) For the traveling expenses of the candidate, his 


campaign manager, or assistant campaign managers, or 
of a secretary for such candidate; (6) the payment of 
fees or charges for placing the name of the candidate 
upon the primary ballot, and for holding and making 
returns of the election; (c) the hire of clerks and stenog- 
raphers and the cost of clerical and stenographic work; 
(d) telegraph and telephone tolls, postage, freight and 
express charges; (e) printing and stationery; (f) procur- 
ing and formulating lists of voters, making canvasses of 
voters, and employing watchers and supervisors at the 
polls; (g) office rent; (h) newspaper and other advertising 
and publicity; (7) advertising and holding political 
meetings, demonstrations, and conventions, and pay- 
ment of gpeakers and musicians therefor; (j) employing 
as counsel attorneys licensed in this State and expenses 
of election contests. 


By candidate: (1) His own personal hotel and traveling 


expenses and postage, telegraph, and telephone ex- 
penses; (2) payments which he may make to the state 
pursuant to law or for filing fees to the proper public 
officer; (3) contributions to his duly registered personal 
campaign committee; (4) contributions to his party 
committee; (5) the disbursements enumerated in sec. 
20-147, below, when such candidate has no personal 
campaign committee, but not otherwise. 


By committee: (1) For maintenance of headquarters, and 


for hall rentals incident to the holding of public meet- 
ings; (2) for necessary stationery, postage, telephone, 
and telegraph expense, messenger and clerical assistance 
employed at a candidate’s headquarters or at the head- 
quarters of the committee, incident to the writing, ad- 
dressing, and mailing of letters and campaign literature; 
(3) for necessary expenses incident to the furnishing and 
printing of badges, banners, and other insignia, and to 
the printing and posting of handbills, posters, litho- 
graphs, and other campaign literature, and the dis- 
tribution thereof through the mails or otherwise; (4) 
for campaign advertising in newspapers, periodicals, or 
magazines, subject to the provisions of the chapter; 
(5) for wages and actual necessary personal expenses 
of public speakers, organizers, and musicians; (6) for 
traveling expenses of members of the committee; (7) 
for preparing poll lists, and for challengers at the polls; 
(8) for contributions to other party or political com- 
mittees. 


For the purpose of promoting his own nomination or the 


nomination of another person, a person may incur and 
pay for his own personal expenses for traveling, writing, 
printing, and preparing for transmission any letter, 
circular, or other publication not issued at regular 
intervals, whereby he may state his position or views or 
the position or views of another person, upon public or 
other questions, for stationery and postage, for tele- 
graph, telephone, and other regular messenger service 
and for other petty personal expenses, but all such 
expenses shall be limited to those which are directly 
incurred and paid by him. 
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TABLE 5.—LAawFut CAMPAIGN EXPENDITURES ENUMERATED—Continued 





State 


Virginia___ 


Washington 


West Virginia__.___- 


Wisconsin. 


Enumeration 


| Expenses directly incurred and paid by candidate for 

traveling, and for purposes properly incidental to 

traveling; for writing, printing, and preparing for trans- 
| mission any letter or circular, or any advertisement, 
| in any newspaper, magazine, or other periodical, 
whereby he states his position or views on public 
questions and requests the suffrage of the voters; for 
stationery, postage, telegraph or telephone tolls, and 
| other similar expenses, and for the necessary expenses 
for hiring bands, halls, or other rooms in which to 
address the voters and others, upon public questions 
| and matters concerning his candidacy, or to be used as 
campaign headquarters, and for the employment of 
such clerks as may be necessary to carry on the cam- 
paign, and for transportation of voters to and from the 
election. 

| No enumeration. 

| (a) Rent, maintenance and furnishing of offices to be used 

as political headquarters, and payment of necessary 

clerks, stenographers, typists, janitors and messengers 
actually employed therein; (6) printing and distributing 
books, pamphlets, circulars and other printed matter 
and radio broadcasting and printing, painting and post- 
ing signs, banners and other advertisements, all relating 
to political issues and candidates; (c) renting and 
decorating halls for public meetings and political con- 
ventions; advertising public meetings, and payment of 
traveling expenses of speakers and musicians at such 
| meetings; (d) necessary traveling and hotel expenses of 
candidates, political agents, and committees, and for 
stationery, postage, telegrams, telephone, express, 
freight and public messenger service; (e) preparing, 
circulating and filing petitions for nomination of candi- 
dates; (f) examining the lists of registered voters, 
securing copies thereof, investigating the right to vote of 
| persons listed therein, and for conducting proceedings to 
| prevent unlawful registration or voting; (g) conveying 
voters to and from the polls; (h) securing publications in 
newspapers and by radio broadcasting of documents, 
| articles, speeches, arguments, and any information 
relating to any political issue, candidate, or question or 
proposition submitted to a vote. Every liability 
incurred and payment made shall be at a rate and for a 
total amount which is proper and reasonable and fairly 
commensurate with the services rendered. 

By candidate: (1) For his own personal hotel and traveling 
expenses and for postage, telegraph, and telephone 
expenses; (2) for payments which he may make to the 
State pursuant to law; (3) for contributions to his party 
committee; (4) before primary only, for contributions to 
his duly registered personal campaign committee; (5) 
before primary only, for necessary expenses, incident to 
the furnishing of and printing political advertising upon 
paper book matches and the distribution thereof; (6) 
before primary only, for the purposes enumerated in 
sec. 12.07 below, when such candidate has no personal 
campaign committee, but not otherwise. 
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TaBLE 5.—LAWFUL CAMPAIGN EXPENDITURES ENUMERATED—Continued 


State 


Wy VOUUDE.. oc nnmany« 





Enumeration 


By committees: (1) For maintenance of headquarters and 


for hall rentals, incident to the holding of public meet- 
ings; (2) for necessary stationery, postage, and clerical 
assistance to be employed for the candidate at his head- 
quarters or at the headquarters of the personal campaign 
committee, incident to the writing, addressing, and 
mailing of letters and campaign literature; (3) for 
necessary expenses, incident to the furnishing and print- 
ing of badges, banners, and other insignia, to the 
printing and posting of handbills, posters, lithographs, 
and other campaign literature; and the distribution 
thereof through the mails or otherwise; (4) for campaign 
advertising in newspapers, periodicals, or magazines, as 
provided in the chapter (12) on corrupt practices; (5) 
for wages and actual necessary personal expenses of 
public speakers; (6) for traveling expenses of members of 
party committees or personal campaign committees; 
(7) for necessary expenses, incident to the furnishing of 
and printing political advertising upon paper book 
matches and the distribution thereof. 


By candidate: Contracts in good faith for announcement 


of his candidacy in the newspapers, and for the securing 
of names of voters required to file preliminary nomina- 
tion papers and the payment of any reasonable com- 
pensation for such services. 


By committees of political parties or organizations: Public 


speakers, music, halls, lights, literature, advertising, 
office rent, printing, postage, clerk hire, challengers or 
watchers at the polls, traveling expenses, telegraphing, 
telephoning, or the making of poll lists. 
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AMENDMENT TO POSTAL LAWS RECOMMENDED BY 
FORMER SENATOR OWEN BREWSTER 


Amend title 39, section 233 of the United States Code by inserting 
in the 12th line thereof after the word “names’ Fae following words 
“and addresses” and by striking out the word “or” in the 13th line 
thereof before the words “other security holders” ant by adding in 
the 13th line after the words “other security holders” the following 
language “or other holder or holders of a financial interest substan- 
tially sufficient to establish control ;” so that such section as amended 
shall read as follows: 


It shall be the duty of the editor, publisher, business manager, or owner of 
every newspaper, magazine, periodical, or other publication to file with the 
Postmaster General and the postmaster at the office at which said publication is 
entered, not later than the 1st day of October of each year, on blanks furnished 
by the Post Office Department, a sworn statement setting forth the names and 
post-office addresses of the editor and managing editor, publisher, business 
managers, and owners, and in addition, the stockholders, if the publication be 
owned by a corporation, and also the names and addresses of known bondholders, 
mortgagees, other security holders, or other holder or holders of a financial 
interest substantially sufficient to establish control; and also, in the case of 
daily and weekly, semiweekly, triweekly newspapers, there shall be included 
in such statement the average of the number of copies of each issue of such 
publication sold or distributed to paid subscribers during the preceding twelve 
months: Provided, That the provisions of this paragraph shall not apply to 
religious, fraternal, temperance, and scientific, or other similar publications: 
Provided further, That it shall not be necessary to include in such statement 
the names of persons owning less than 1 per centum of the total amount of 
stock, bonds, mortgages, or other securities. A copy of such sworn statement 
shall be published in the second issue of such newspaper, magazine, or other 
publication printed next after the filing of such statement. Any such publica- 
tion shall be denied the privileges of the mail if it shall fail to comply with the 
provisions of this paragraph within ten days after notice by registered letter 
of such failure. 

(Aug. 24, 1912, ch. 389 sec. 2, 37 Stat. 553; Mar. 3, 1933, ch. 207, 47 Stat. 1486; 
July 2, 1946, ch. 533, 60 Stat. 416. ) 
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85TH CONGRESS SENATE { Report 
1st Session No. 396 


ne 


AMENDING THE FEDERAL PROPERTY AND ADMINISTRATIVE 
SERVICES ACT OF 1949 TO AUTHORIZE THE ADMINISTRATOR OF 
GENERAL SERVICES TO MAKE CONTRACTS FOR CLEANING AND 
CUSTODIAL SERVICES FOR PERIODS NOT EXCEEDING 5 YEARS 


JuNE 3, 1957.—Ordered to be printed 


Mr. McCuettan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8. 1535] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1535) to amend the Federal Property and Administrative 
Services Act of 1949 to authorize the Administrator of General 
Services to make contracts for cleaning and custodial services for 
periods not exceeding 5 years, having considered the same, report 
favorably thereon, without amendment, and recommend that the 
bill do pass. 

PURPOSE 


This bill would further amend the Federal Property and Adminis- 
trative Services Act of 1949 by authorizing the Administrator to 
enter into contracts with private concerns for cleaning, maintenance, 
elevator operation, and similar custodial services of Government 
buildings for periods not exceeding 5 years. 


NEED FOR LEGISLATION 


This bill was introduced at the request of the Administrator of 
General Services, as a part of the GSA legislative program for 1957. 
The purpose and objectives of the bill have been approved by the 
Bureau of the Budget and the General Accounting Office. 

Under existing law, the Administrator is permitted to procure space 
for Government use in and outside the District of Columbia for 
periods of time not exceeding 5 years. However, no authority of 
law or regulation exists for the procurement of custodial services, 
elevator operation, or cleaning of public buildings beyond 1 year. 
As a result, many buildings are cleaned and serviced by Government 
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employees who are paid on an hourly rate in accordance with the 
area wage-board rates of pay. 

The Administrator has requested enactment of S. 1535, because it 
is believed that certain economy and efficiency will be possible, b 
permitting the execution of contracts with private concerns for suc 
services in excess of 1 year but not exceeding 5 years’ duration, 
These objectives will be possible in those areas where the number of 
Federal buildings are not large enough to obtain maximum efficienc 
from a full-time custodial force, or in those instances where the build- 
ings are located in isolated areas, or where a centralized custodial staff 
would not be practicable or efficiency maintained. It is also believed 
that, if this authority is granted, the Administrator will be in a posi- 
tion to make cost and management surveys and, if convinced that 
savings can be effected and the service improved, he could then solicit 
bids and execute multiple-year contracts for such services from 

rivate concerns. Under this procedure, savings could be effected 

ecause the contractor could amortize the cost of supplies and equip- 
ment over a 5-year period, rather than on a single-year basis as is 
the customary practice at the present time. 

The Administrator states that this proposal may be considered as a 
tool for better management and custody of public buildings, and will 
increase economy and efficiency in the maintenance and operation of 
Federal space, since in some areas it is quite possible that public 
building services can be obtained on a contractual basis for less money 
than is possible by the use of full-time Government employees. 

The committee is advised that the House Committee on Appropria- 
tions has considered the proposal to utilize private contractors for 
these services and has concurred in the recommendations of the 
Administrator of General Services that legislation, as proposed by 
S. 1535, be enacted to authorize the use of private contractors for 
cleaning and maintenance of public buildings. 


AGENCY COMMENTS 


The enactment of this bill into law has been approved by the 
General Services Administration, the Bureau of the Budget, and the 
General Accounting Office. Comments and recommendations from 
the agencies follow: 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., March 1, 1957. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, Washington 25, D. C. 

My Dear Mr. Presipent: There is transmitted herewith, for re- 
ferral to the appropriate committee, a draft bill prepared by this 
agency to amend the Federal Property and Administrative Services 
Act of 1949 to authorize the Administrator of General Services to 
make contracts for cleaning and custodial services for periods not ex- 
ceeding 5 years. 

The bill is intended to increase economy and efficiency in the main- 
tenance and operation of Federal space by authorizing the Adminis- 
trator of General Services to make contracts for cleaning and cus- 
todial services for periods not exceeding 5 years. 

Under present law, the period of sucb contracts is limited to 1 fiscal 
year, the period of availability of appropriations made to the General 
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Services Administration for such purposes. It is believed that au- 
thority to contract for a longer period will yield lower costs and more 
efficient service. 

A maintenance contractor is required to furnish, under the contract, 
any equipment needed for performance of the job, such as delivery 
trucks, scrubbing machines, polishing machines, ladders, hand trucks, 
etc. A charge for the use of such equipment is, of course, included in 
the contract price to the Government. Over a longer period this 
item of annual cost would be reduced or absorbed. 

Where the Government makes annual contracts with the same or 
different contractors, the cost will generally be higher than under a 
contract for an assured, longer period of work. Moreover, each new 
contractor under an annual contract arrangement has to organize for 
the job and train new employees, so sacrificing the efficiency that 
comes from experience in doing the job. During this process, which 
usually takes some weeks, the Government has to put up with work 
by the new and inexperienced personnel which often produces results 
only slightly better than unsatisfactory. 

For these reasons, this agency urges prompt and favorable consid- 
eration of the draft. bill. 

The Bureau of the Budget advised that there is no objection to the 
presentation of this proposed legislation to the Congress. 

Sincerely yours, 
FRANKLIN G. Fiorete, Administrator, 





Executive OFfFIcE OF THE PRESIDENT, 
Bureau oF THE BupGet, 
Washington 25, D. C., March 28, 1957. 
Hon. Jonn L. McCuiewan, 
Chairman, Committee on Government Operations, 
United States Senate, 357 Senate Office Building, 
Washington 25, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
March 11, 1957, inviting the Bureau of the Budget to comment on 
S. 1535, a bill to amend the Federal Property and Administrative 
Services Act of 1949 to authorize the Administrator of General Services 
to make contracts for cleaning and custodial services for periods not 
exceeding 5 years. 

The purpose of this legislation, which is sponsored by the General 
Services Administration, is to increase the maximum time period 
covered by contracts for cleaning and similar custodial services from 
1 year to 5 years. 

Under present law the General Services Administration finds itself 
inviting new bids each year which usually results in a new and differ- 
ent contractor who has to recruit and train personnel for a period not 
exceeding | year. Efficiency sometimes suffers for weeks while such 
training is accomplished. Then, too, a contractor tends to amortize 
any necessary equipment at a very rapid rate thereby increasing the 
bid and cost to the Government. 

If eontracts could be let for 5 years the inefficient and uneconomical 
practices bred by the current limitation could be substantially abol- 
ished. Amortization could be more properly distributed, recruitment 
and training would not be required on a wholesale basis annually, 
experience gained could more easily be retained, and a tendency on the 
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part of any contractor to offer better bids would be enhanced when 
assured of work for more than 1 year. 
Accordingly, the Bureau of the Budget recommends that your com- 
mittee give favorable consideration to this bill. 
Sincerely yours, 
(Signed) Percy Rappaport, 
Assistant Director. 


al 


CompTROLLER GENERAL OF THE UNITED SratTzs, 
Washington 25, March 20, 1957. 
B-130994. 


Hon. Jonn L. McCue tuan, 
Chairman, Committee on Government Operations, 
United States Senate. 


Dear Mr, CuarrMan: Further reference is made to your letter of 
March 11, 1957, requesting our views on S. 1535, which would author- 
ize the Administrator of General Services to make contracts for clean- 
ing and custodial services for periods not exceeding 5 years. 

Existing law authorizes the Administrator of General Services to 
procure space by lease in or outside the District of Columbia for a 
period, not in excess of 5 years, for the housing of any Federal agency, 
except the Post Office Department (40 U. S. C. 37a, 40 U. S. C. 304c). 
The furnishing of custodial services generally is associated with the 
leasing of space and the granting of authority to enter into such 
contracts for a term of 5 years would be consistent with the Admin- 
istrator’s present leasing authority. Also, it appears that the enact- 
ment of S. 1535 would be beneficial to the United States since it should 
be possible to make a longer term custodial services contract at lower 
prices and on better terms than on a year-to-year basis. 

Inasmuch as we perceive no sound basis for concluding that the 
contracting authority as provided for in the bill would be prejudicial 
to the Government’s interest, we offer no objection to favorable 
consideration of the bill. 

Sincerely yours, 
JOsEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


FEDERAL PROPERTY AND ADMINISTRATIVE SERvices Act oF 1949, 
AS AMENDED 


* * * * * » * 
Src. 210 (a) * * * 
* ca ~ os Ba a 


(13) to contract for cleaning, maintenance, elevator operation, and 
similar custodial services for periods not exceeding five years. 
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FACILITATING THE PAYMENT OF GOVERNMENT 
CHECKS, AND FOR OTHER PURPOSES 





JuNE 3, 1957.—Ordered to be printed 





Mr. McC.ietxan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. 1799] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1799) to facilitate the payment of Government checks, and 
for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE 


This bill will make possible a number of changes in the accounting 
procedures required by existing statutes, in paying Government 
checks, issuing substitutes for checks which are lost, stolen, or des- 
troyed, and related accounting operations. The provisions of the 
bill are designed and intended to expedite and reduce the cost of 
processing and handling Government checks. 

The bill amends several provisions of law which will make possible 
changes in the internal accounting methods and procedures followed 
by the Department of the Treasury in handling checks drawn on the 
Treasurer of the United States. 

The bill was introduced in the Senate at the request of the Secretary 
of the Treasury. It was drafted by representatives of the Depart- 
ment, in cooperation with the Bureau of the Budget and the General 
Accounting Office, as a part of a project of the joint accounting pro- 
gram. These agencies reported that the bill will make possible im- 
provements in operating procedures and reduce the cost of processing 
checks drawn on the Treasurer of the United States. 


BACKGROUND 


Under existing law, the amount of a check which remains unpaid 
for more than 1 fiscal year after the fiscal year in which issued is 
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transferred from the symbol account of the disbursing officer who 
drew it, to a special account of the Secretary of the Treasury. If the 
check is subsequently presented for payment, it is charged to the 
special account rather than the account on which originally drawn. 
Similar accounting procedures are necessary whenever a substitute 
check is issued. Also, if a check is more than 10 years old, payment 
cannot be made on presentation, but the owner or holder is required 
to submit a claim to the General Accounting Office and, after settle- 
ment by that Office, a new payment is made. 

Procedures for the payment of checks have been largely mechanized 
in recent years at substantial savings to the Government, but present 
legal requirements have posed a number of mechanical and bookkeep- 
ing difficulties, including that with respect to separating those checks 
received for payment which are over 1 full fiscal year old. Transfers 
at fixed time intervals of the amounts of individual checks from the 
accounts on which drawn to special accounts of the Secretary of the 
Treasury also result in a large amount of work. 

Under the proposed legislation, all checks drawn on the Treasurer 
of the United States would be payable upon presentation without 
limitation of time. The need for transferring amounts of individual 
checks from one account to another would be largely eliminated, 
check payment operations would be greatly simplified, and claims 
settlement procedure would not be involved except where there was 
a doubtful question of law or fact. Substitute check procedures 
would be changed correspondingly so that substitutes could be issued 
without transfers from one account to another. 


Neep For LE&GIsLATION 


By letter dated March 19, 1957, the Acting Secretary of the Treas- 
ury, Hon. W. Randolph Burgess, submitted the following additional 
information to the President of the United States Senate: 


MEMORANDUM ON PROPOSED LEGISLATION “‘TO FACILITATE THB 
PAYMENT OF GOVERNMENT CHECKS, AND FOR OTHER PUR- 
POSES”’ 


The proposed legislation pertains to procedures in paying 
Government checks, the issue of substitutes of checks which 
are lost, stolen, or destroyed, and related accounting oper- 
ations now prescribed by law. 

1. Payment of checks.—Under section 1 of the act of July 
11, 1947 (61 Stat. 308; 31 U. S. C. 132), the amounts of all 
checks drawn on the Treasurer of the United States (except 
checks drawn on account of public debt obligations and 
transactions regarding the administration of banking and 
currency laws) which remain unpaid 1 full fiscal year after 
the fiscal year in which issued are transferred from the dis- 
bursing accounts on which they are drawn to a special deposit 
account of the Secretary of the Treasury. A check over 1 
full fiscal year old but less than 10 years old is payable on 
presentation against the special deposit account of the Sec- 
retary. A check over 10 years old cannot be paid on presen- 
tation, but the amount thereof can only be received by the 
owner or holder after submission of a claim, settlement of 
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the claim by the General Accounting Office, and issue of a 
new check. 

Procedures for the payment of checks have been largely 
mechanized, with resultant savings to the Government. In 
most cases card checks are used with the disbursing officers’ 
symbols prepunched. These checks for the most part can 
be put through the mechanized payment operation and ac- 
counting totals derived in a smooth operation. Special 
operations are necessary, however, to sort checks, the 
amounts of which have Leis transferred to the special ac- 
count of the Secretary of the Treasury, in order to reflect 
charges for such checks against such account. Problems 
are also encountered in connection with checks which may 
be presented for payment through regular channels after 
they have become over 10 years old. hile such cases are 
relatively few, their separation from the bulk of checks re 
ceived for payment without incurring disproportionate ex- 
pense presents difficulties. 

Section 1 (a) of the proposed legislation would deal with 
these problems by providing that all checks heretofore or 
hereafter drawn on the Treasurer of the United States would 
be payable without limitation of time against the disbursing 
account symbols against which they were originally drawn. 
Besides eliminating the mechanical problems referred to above, 
this would also eliminate paperwork and accounting incident 
to transfers of the amounts of checks from the disbursing 
account symbols on which drawn to a special deposit account 
of the Secretary of the Treasury. The only cases which 
would have to be referred to the General Accounting Office 
for settlement would be those in connection with which there 
was a doubtful question of law or fact. This would reduce 
the burden of claims work required to be handled in the 
General Accounting Office and enable owners of checks to 
receive payment thereon promptly regardless of their age, 
except where there was a reasonable basis to question pay- 
ment of the check. 

Checks drawn on account of public debt obligations and 
transactions regarding the administration of banking and 
currency laws are now payable without limitation of time. 
The proposed legislation would apply the same rule to all 
the other checks drawn on the Treasurer of the United States, 
which would provide the advantage of uniformity. 

Sections 1 (b) and 1 (c) of the proposed legislation wou!d 
reenact without substantial change provisions of existing 
law relating to checks drawn on designated depositaries, and 
the exemption of check claims from the general statute of 
limitations as to claims against the United States. The 
proposed legislation does not cover checks of wholly owned 
or mixed-ownership Government corporations drawn on 
accounts in depositary banks. 

2. Consolidation of accounts—While, in general, the work 
of transferring amounts of unpaid checks from one account 
to another is unproductive, there are some cases, such as 
where disbursing accounts become inactive, in connection 
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with which it would be desirable to have authority to effect 
consolidation. Section 2 of the proposed legislation would 
provide authority for consolidation of such accounts, includ- 
ing the balance of the special deposit account of the Secretary 
of the Treasury presently maintained for payment of checks 
outstanding more than 1 full fiscal year old, which account 
would eventually become inactive. Section 2 would also 
continue authority of the Secretary of the Treasury to trans- 
fer to miscellaneous receipts amounts of outstanding check 
accounts deemed in excess of requirements for the payment 
of such checks, and, with the concurrence of the Comptroller 
General of the United States, to make such rules and regu- 
lations as may be deemed necessary or proper for the admin- 
istration of the act. Amounts determined to be in excess of 
requirements for the payment of unpaid checks would be 
transferred to appropriate receipt accounts at least annually. 

(a) Claims on account of checks appearing to have been 
paid.—Under the act of June 22, 1956 (44 Stat. 761; 
U.S. C. 122), a claim on account of a check appearing to 
have been paid is barred if not presented to the General 
Accounting Office within 6 years after the date of check was 
issued. The reference in this connection to the General 
Accounting Office was in recognition of the fact that formerly 
the General Accounting Office had custody of all paid checks 
and maintained the records with regard to paid checks. 
Under current procedure, however, the Office of the Treasurer 
of the United States maintains custody of paid checks, and 
related records. Accordingly, section 3 (a) of the bill would 
provide an amendment to present law under which a claim 
on account of a check appearing to have been paid would be 
barred if not presented to the General Accounting Office or 
the Office of the Treasurer of the United States within 6 
years after the date the check was issued. 

In addition, section 3 (a) would provide an exception to 
the statute of limitations with respect to a limited number 
of check claims on hand which were actually received by 
the Treasury representative in the Philippine Islands within 
6 years after the date of issuance of the checks, but were not 
received in Washington in time to be presented to the Gen- 
eral Accounting Office within the period prescribed by law. 
There are only a few of these cases and since the proceeds 
of the checks have been recovered from the endorsers, it 
seems only equitable that the claims of the payees should 
not be barred from consideration. 

(b) Claims by the United States on account of checks.—Under 
the act of March 6, 1946 (60 Stat. 31; 31 U.S. C. 129), there 
is & limitation of 6 years within which the United States may 
bring a court action to enforce the liability of an endorser, 
transferor, depositary, or financial agent arising out of a 
forged or unauthorized signature or endorsement upon or 
alteration of any check, unless written notice of the irregu- 
larity has been given prior to the expiration of the 6-year 
period. This limitation is extended by an additional 180 
days in connection with any claim presented to the General 
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Accounting Office within the 6-year time limitation prescribed 
by the act of June 22, 1926, referred to above in paragraph 
3 (a). 

Section 3 (b) of the proposed legislation would give the 
Government the benefit of the additional 180 days in a case 
where claim was presented to either the General Accounting 
Office or the Treasurer of the United States, in recognition of 
the fact that under current procedure check claims ordinarily 
will be submitted to the Office of the Treasurer of the United 
States rather than the General Accounting Office. 

4. Substitute checks.—Under section 3646 of the Revised 
Statutes, as amended (31 U.S. C. 528 (a)), before a substitute 
for a check which has been lost, stolen, destroyed, or muti- 
lated can be issued, the amount of the original check is 
required to be transferred from the disbursing officer’s 
symbol account on which originally drawn to a_ special 
deposit account of the Secretary of the Treasury. The sub- 
stitute is issued against the special deposit account. These 
transfers, which entail a large amount of paperwork and re- 
lated accounting work, ordinarily serve no useful purpose 
under present streamlined accounting procedures. 

Accordingly, section 4 of the proposed legislation would 
provide for the issue of substitute checks drawn against the 
same disbursing officer symbol account as the original check. 
It will not be necessary, except in certain unusual cireum- 
stances, to make transfers of the amounts of checks from the 
accounts on which they are originally drawn to a special 
account for substitute checks. 

Occasionally, however, a large number of Government 
checks, drawn under a number of different disbursing account 
symbols, belonging to a bank which has cashed them, are 
destroyed by fire or other disaster. In such cases present 
procedure under which a single substitute check may be 
drawn in favor of the claimant is of advantage. Under the 
proposed legislation, the procedure of issuing one substitute 
check to replace a number of original checks belonging to 
the same party would be continued by transferring the 
amounts of the original checks to a single account against 
which the substitute check would be drawn. 

In line with the proposed amendment of the act of July 11, 
1947, that would be made by section 1 (a) to the effect that all 
checks drawn on the Treasurer of the United States would be 
payable without limitation of time, the present limitation of 
10 years on the issuance of substitute checks would be 
eliminated. The removal of this. limitation would make it 
unnecessary to retain the second proviso of subsection (a) of 

section 3646 of the Revised Statutes, as amended (31 U.S. C. 
528 (a)), which gives special authority to issue substitutes of 
checks issued on account of public debt obligations and trans- 
actions regarding the administration of banking and currency 
laws, without limitation of time. Since, under section 1 (a) of 
the proposed legislation, there would be general authority for 
the issuance of substitutes of checks of the United States 
without time limitation, special authority with respect to 
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checks issued on account of public debt obligations and trans- 
actions regarding administration of banking and currency 
laws would no longer be necessary. 

5. Technical amendments.—Section 5 of the proposed legis- 
lation would provide certain technical amendments to exist- 
ing law for purposes of consistency, as outlined below: 

(a) Substitutes of checks drawn on designated depositaries.— 
Under subsection (c) of section 3646 of the Revised Statutes, 
as amended (31 U.S. C. 528 (c)), it is provided that a sub- 
stitute of a check drawn on a designated depositary may be 
issued “‘prior to the expiration of ten years from the date on 
which the original check was issued”. Section 1 (b) of the 
act of July 11, 1947 (61 Stat. 308; 31 U. S. C. 132 (b)), 
provides, however, that claims for the proceeds of checks 
drawn on depositaries which have remained unpaid for more 
than 1 full fiscal year shall be payable by check drawn on 
the Treasurer of the United States pursuant to settlement of 
the General Accounting Office. Section 5 (a) of the proposed 
legislation would amend subsection (c) of section 3646 of the 
Revised Statutes, as amended, to provide that substitutes for 
original checks drawn on depositaries may be issued “prior 
to the close of the fiscal year next following the fiscal year in 
which the check was issued”. This time period would corre- 
spond with that referred to in the related provisions of the 
act of July 11, 1947. 

(6) Substitutes of Post Office checks.—Subsection (e) of sec- 
tion 3646 of the Revised Statutes, as amended (31 U. S. C. 
528 (e)), authorizes the Postmaster General to issue a substi- 
tute for any original check of the Post Office Department 
“prior to the expiration of ten years from the date on which 
the original check was issued”. Section 5 (b) of the pro- 
posed legislation would delete the phrase quoted, to make 
provisions with respect to substitutes of Post Office checks 
consistent with section 1 (a) of the proposed legislation which 
provides that all checks drawn on the Treasurer of the United 
States shall be payable without limitation of time, and 
proposed section 4 relating to substitutes of United States 
checks other than those issued by the Post Office Department. 

(c) Conditions of payment, substitute checks.—Under sub- 
section (f) of section 3646 of the Revised Statutes, as 
amended (31 U. S. C. 528 (f)), substitute checks, except 
those issued on account of public-debt obligations and 
transactions regarding the administration of banking and 
currency laws, are deemed to be original checks and payable 
under the same conditions as original checks; and checks 
issued on account of public-debt obligations and transactions 
regarding administration of banking and currency laws are 
payable without limitation of time. The distinction made 
in this provision of law between checks issued on account 
of public-debt obligations and banking and currency laws 
and other checks would no longer be necessary under the 
proposed legislation. Accordingly, section 5 (c) of the pro- 
posed legislation would amend subsection (f) of section 3646 
of the Revised Statutes, as amended, to read: ‘Substitutes 
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issued under this section, drawn on the Treasurer of the 
United States, shall be deemed to be original checks and 
payable under the same conditions as original checks.” 

6. Repeals.— 

(a) Section 2 of the act of July 11, 1947.—This provision 
of law (31 U.S. C. 133) authorized transfers of funds then 
available for payment of outstanding checks to the special 
deposit account of the Secretary of the Treasury established 
at that time for payment of such checks. Since all the 
transfers of funds have been made, section 6 of the proposed 
legislation provides for repeal of section 2 of the act of July 
11, 1947. 

(b) Section 5 of the act of July 1, 1916, as amended.—Under 
section 5 of the act of July 1, 1916, as amended (31 U.S. C. 
154), it is provided that the General Accounting Office shall 
report to the Secretary of the Treasury at the end of each 
fiscal year all checks which have been outstanding and unpaid 
for 1 full fiscal year, including in such reports the date, num- 
ber, and amount of each check and the symbol on which it 
was drawn. Since in the future the Treasury Department 
will maintain the records relating to outstanding checks, these 
reports should no longer be required, and accordingly section 
6 of the proposed legislation would repeal section 5 of the 
act of July 1, 1916, as amended. 


Aacrency COMMENTS 


The bill has been approved by the Comptroller General, the Secre- 
tary of the Treasury, and the Director of the Bureau of the Budget, 
Comments of these agencies follow: 


B-45879 
CoMPpTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 17, 1957. 
Hon. Jonn L, McCueian, 
Chairman, Committee on Government Operations, 
United States Senate. 

Dear Mr. Cuarrman: Your letter of April 10, 1957, achnowledged 
April 11, transmitted a copy of S. 1799, 85th Congress, entitled “A 
bill to facilitate the payment of Government checks, and for other 
ee and requested our views regarding the provisions of the 

ill, together with our recommendations as to committee action. 

This bill proposes to make a number of changes in the procedures 
required by existing statutes in paying Government checks, issuing 
substitutes for checks which are lost, stolen, or destroyed, and the 
related accounting operations. The provisions of this bill are de- 
signed and intended to expedite and reduce the cost of processing 
and handling Government checks for payment. These provisions 
have been in the process of development for the past 2 years by the 
Treasury Department and the General Accounting Office on a coop- 
erative basis, and the bill as now drafted represents the final result 
of this cooperative endeavor. The development of this proposed leg- 
islation has been a project of the joint accounting improvement pro- 
gram and has the approval of the committee representing the Treasury 
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Department, the Bureau of the Budget, and the General Accounting 
Office. 

Accordingly, we consider S. 1799 to be very desirable from the 
standpoint of fiscal practice and recommend favorable action thereon 
by your committee. 

As requested in your letter, this report is submitted in triplicate, 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States, 


TREASURY DEPARTMENT, 
Washington, D. C., April 26, 1957, 
Hon. Joun L. McCiexuan, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuarrman: Reference is made to your request for 
the views of this Department on S. 1799 to facilitate the payment of 
Government checks, and for other purposes. 

S. 1799 is identical to a draft of bill which the Treasury Department 
transmitted to the President of the Senate on March 19, 1957, and 
which was referred to your committee. 

The purpose of the bill, which is explained in more detail in the 
Department’s letter of transmittal and accompanying memorandum, 
is to improve and simplify the procedures relating to “the payment of 
checks drawn on the Treasurer of the United States and the issuance of 
substitutes for checks which have been lost, stolen, or destroyed. The 
legislation would eliminate the need for maintaining special accounts 
for checks over 1 year old as is now required by law. It would also 
authorize the issuance of substitute checks against the accounts on 
which the original checks were drawn instead of against special 
accounts. 

The legislation would facilitate mechanical operations in the 
processing of checks received for payment, would eliminate the needs 
for numerous transfers of amounts of checks from the accounts on 
which drawn to special accounts now used for the payment of old and 
substitute checks, and, except in cases involving doubtful questions of 
law or fact with respect to payment, would eliminate the need for 
processing checks over 10 years old through the clearance procedures of 
the General Accounting Office. 

The Department believes that the enactment of the legislation 
would be in the interests of economy and good administration and, 
accordingly, recommends favorable consideration of the bill. 

Prior to the transmittal of the proposed legislation to the Congress, 
advice was received from the Bureau of the Budget that there was no 
objection to its submission. 

Very truly yours, 
W. Ranpowtpn BurGess, 
Acting Secretary of the Treasury. 
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ExecuTIvE Orrick OF THE PRESIDENT, 
BurEAU OF THE BUDGET, 
Washington 25, D. C., April 25, 1957. 
Hon. Jonn L. McCietian, 
Chairman, Committee on Government Operations, 
United States Senate, Washington 25, D. C. 


My Dear Mr. Cuatrman: Thisis in reply to your letter of April 10, 
1957, requesting the views of this office with respect to S. 1799, a bill 
to facilitate the payment of Government checks, and for other pur- 

oses. 

" The Bureau of the Budget believes that S. 1799 will simplify Treas- 
ury procedures by (1) permitting checks presented for payment to be 
charged to the disbursing symbols against which originally drawn 
regardless of the elapsed time between date of issue and date presented 
for payment, and (2) permitting substitute checks to be drawn against 
the same disbursing symbols as the checks being replaced. Under 
present law unnecessary bookkeeping in the form of transfers between 
disbursing symbols is required in order to issue substitute checks and 
to effect payment of checks which are more than 1 year old. 

The Bureau of the Budget recommends that your committee give 
favorable consideration to this bill. 

Sincerely yours, 
PercivaL F, Brunpaas, Director. 





CHANGES IN Existinec Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows: 





Existina Law 


(61 Stat. 308; 31 U.S. C. 132) 


(a) With the exception of 
checks issued on account of pub- 
lic-debt obligations and transac- 
tions regarding the administra- 
tion of banking and currency laws, 
the amounts of all original and 
substitute checks drawn on the 
Treasurer of the United States, 
including those drawn by wholly- 
owned and mixed-ownership Gov- 
ernment corporations, or drawn 
by authorized officers of the 
United States on designated de- 
positaries, which have not been 
paid prior to the close of the fiscal 
year next following the fiscal 
year in which the checks were 
issued, shall be transferred from 
the account of the drawer or the 
account then available for the 


Proposep LEGISLATION 


SECTION 1 


(a) All checks heretofore or 
hereafter drawn on the Treasurer 
of the United States, including 
those drawn by wholly owned and 
mixed-ownership Government cor- 
portations, shall be payable with- 
out limitation of time: Provided, 
That where on presentation of any 
check for payment the Treasurer 
of the United States is on notice of 
a doubtful question of law or fact 
the payment of such check shall be 
deferred pending settlement by 
the General Accounting Office. 
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Existinc Law 


payments thereof to a special- 
deposit account or accounts on the 
books of the Treasurer of the 
United States. 

(b) With the exception of checks 
issued on account of public-debt 
obligations and transactions re- 
garding the administration of 
banking and currency laws, any 
original or any substitute checks 
heretofore or hereafter drawn on 
the Treasurer of the United States, 
including those drawn by wholly 
owned and mixed-ownership Gov- 
ernment corporations, or drawn 
by authorized officers of the 
United States on designated depos- 
itaries which have not been paid 
prior to the close of the fiscal 
year next following the fiscal year 
in which the checks were issued 
and checks issued in payment of 
claims settled by the General 
Accounting Office on account of 
any of such checks shall be pay- 
able from the special-deposit ac- 
count or accounts established pur- 
suant to this section: Provided, 
That in the following classes of 
cases any original or substitute 
check shall be payable from the 
special-deposit account or ac- 
counts only after settlement by 
the General Accounting Office: 
(1) Where the check is drawn on 
a designated depositary, (2) where 
the owner or holder of the check 
has died or is incompetent, (3) 
where on presentation of the 
check for payment the Treasurer 
of the United States is on notice 
of a doubtful question of law or 
fact, and (4) where the check is 
over ten year old: And provided 
further, That the limitation im- 
posed in respect to certain claims 
or demands against the United 
States by the Act of October 9, 
1940 (54 Stat. 1061; U. S. C., 
title 31, secs. 71a, 237), shall not 
be deemed to apply to original or 
substitute checks heretofore drawn 
on the Treasurer of the United 


Proposep LEGISLATION 


(b) The amount of all checks 
drawn by authorized officers of 
the United States on designated 
depositaries which have not been 
paid prior to the close of the fiscal 
year next following the fiscal year 
in which the checks were issued 
shall be withdrawn from the ac- 
counts with such depositaries and 
deposited with the Treasurer of 
the United States for credit to a 
consolidated account or accounts 
on the books of the Treasury. 
Claims for the proceeds of such 
unpaid checks shall be payable 
from such consolidated accounts 
by check drawn on the Treasurer 
of the United States pursuant to 
settlement by the General Ac- 
counting Office. 

(c) The limitation imposed in 
respect to certain claims or de- 
mands against the United States 
by the Act of October 9, 1940 (54 
Stat. 1061; 31 U.S. C. 71a, 237), 
shall not be deemed to apply to 
original or substitute checks here- 
tofore or hereafter drawn on the 
Treasurer of the United States, 
including those drawn by wholly 
owned and mixed-ownership Gov- 
ernment corporations, or drawn 
by authorized officers of the 
United States on designated de- 
positaries. 


| 
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Existine Law 


States, including those drawn by 
wholly owned and mixed-owner- 
ship Government corporations, or 
drawn by authorized officers of 
the United States on designated 
depositaries, but nothing con- 
tained in this Act shall be deemed 
to affect the limitation imposed in 
respect to claims on account of 
certain checks by section 2 of the 
Act of June 22, 1926 (44 Stat. 761; 
U.S. C., title 31, sec. 122). 


(61 Stat. 309; 31 U.S. C. 134) 


The Secretary of the Treasury is 
hereby authorized to take such 
action as may be necessary to 
transfer at appropriate intervals 
from the foregoing special-deposit 
account or accounts on the books 
of the Treasury any amounts not 
required to effect the purposes of 
this Act and with the concurrence 
of the Comptroller General to 
make such rules and regulations 
as he may deem necessary or 
proper for the administration of 
the provisions of this Act. 


(44 Stat. 761; 31 U. S. C. 122) 


All claims on account of any 
check, checks, warrant, or war- 
rants appearing to have been paid 


Proposep LEGIsLATION 


SECTION 2 


The Secretary of the Treasury 
is authorized to transfer, at appro- 
priate intervals, amounts of un- 
paid checks from the accounts 
on which drawn to a consolidated 
account or accounts on the books 
of the Treasury and to transfer 
to such consolidated account or 
accounts the balance of the special 
deposit account established pur- 
suant to section 1 of the Act of 
July 11, 1947 (61 Stat. 308), 
which consolidated account or ac- 
counts shall be available for the 
payment of such checks, and any 
unpaid checks heretofore pay- 
able from the special deposit ac- 
count. The Secretary of the 
Treasury is further authorized to 
transfer, at appropriate intervals, 
from the accounts available for 
the payment of unpaid checks 
to the appropriate receipt account 
on the books of the Treasury any 
amounts not required for the pay- 
ment of such checks and with the 
concurrence of the Comptroller 
General to make such rules and 
regulations as he may deem neces- 
sary or proper for the adminis- 
= of the provisions of this 

ct. 


SECTION 3 


(a) Hereafter all claims on ac- 
count of any check, checks, war- 
rant, or warrants appearing from 
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Existing Law 


shall be barred if not presented to 
the General Accounting Office 
within six years after the date of 
issuance of the check, checks, 
warrant, or warrants involved. 


31; 31 U.S. C. 129) 


No proceeding in any court shall 
be brought by the United States 
or by any agency or official of the 
United States to enforce the 
liability of any endorser, trans- 
feror, or depositary, or financial 
agent, arising out of a forged 
or unauthorized signature or en- 
dorsement upon or alteration of 
any check, checks, warrant, or 
warrants issued by the Secretary 
of the Treasury, the Postmaster 
General, the Treasurer and Assist- 
ant Treasurers of the United 
States, or by disbursing officers 
and agents of the United States, 
unless such proceeding is com- 
menced within six years after the 
presentation to the Treasurer of 
the United States or other drawee 
of such issued checks or warrants 
for payment of such check, checks, 
warrant, or warrants, or unless 
within that period written notice 
shall have been given by the 
United States or any agency 
thereof to such endorser, trans- 
feror, or depositary, or financial 
agent of a claim on account of such 


(60 Stat. 
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Proposed L&GISLATION 


the records of the General Ac- 
counting Office or the Treasur 

Department to have been can 
shali be barred if not presented to 
the General Accounting Office or 
the Treasurer of the United States 
within six years after the date of 
issuance of the check, checks, 
warrant, or warrants involved. 
However, any claims for the pro- 
ceeds of checks payable in Philip- 
pine pesos heretofore issued in 
payment of claims certified by the 
Philippine War Damage Com- 
mission, shall not be barred if 
received by the representative of 
the Chief Disbursing Officer, 
United States Treasury Depart- 
ment, at Manila, Republic of the 
Philippines, within six years after 
the date of issuance of such checks. 


(b) No proceeding in any court 
shall be brought by the United 
States or by any agency or official 


of the United States to enforce the 
liability of any endorser, trans- 
feror, or depositary, or financial 


agent, arising out of a forged or 
unauthorized signature or endorse- 
ment upon or alteration of any 
check, checks, warrant, or war- 
rants issued by the Secretary of 
the Treasury, the Postmaster Gen- 
eral, the Treasurer and Assistant 
Treasurers of the United States, 
or by disbursing officers and age nts 
of the United States, unless such 
proceeding is commenced within 
six years after the presentation to 
the Treasurer of the United States 
or other drawee of such issued 
checks or warrants for payment 
of such check, checks, warrant, or 
warrants, or unless within that 
period written notice shall have 
been given by the United States 
or an agency thereof to such 
endorser, transferor, or deposi- 
tary, or financial agent of a claim 
on account of such liability, Un- 
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liability. Unless a court proceed- 
ing shall have been brought or 
such notice given within the 
period prescribed herein, any 
claim against such endorser, trans- 
feror, or depositary, or financial 
agent on account of such liabilit 
shall be forever barred: Provided, 
That in connection with any 
claim presented to the General 
Accounting Office within the time 
limitation prescribed by section 2 
of the Act of June 22, 1926 (44 
Stat. 761; U. S. C., title 31, sec. 
122), the period within which 
such a proceeding may be brought 
or such notice given shall be 
extended by an additional one 
hundred and eighty days, and 
unless such notice shall be given 
or a court proceeding brought 
within such extended period any 
claim against such endorser, trans- 
feror, depositary, or financial 
agent on account of such liability 
shall be forever barred. 


(59 Stat. 592; 61 Stat. 309; 31 
U.S. C. 528 (a)) 


Except as hereinafter provided, 
whenever it: is clearly proved to 
the satisfaction of the Secretary of 
the Treasury that any original 
check of the United States is lost 
stolen, or wholly or partly de- 
stroyed, or is so mutilated or de- 
faced as to impair its value to its 
owner or holder, the Secretary of 
the Treasury is authorized, prior 
to the expiration of ten years 
from the date on which the original 
check was issued to transfer the 
amount of the original check from 
the accounts of the drawer to a 
special deposit account carried in 
the name of the Secretary of the 
Treasury on the books of the 
Treasurer of the United States, 
and to issue against such special 
deposit account to the owner or 
holder thereof a substitute under 
current date showing such infor- 
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less a court preceeding shall have 
been brought or such notice given 
within’ the period prescribed in 
this section, any claim against 
such endorser, transferor, or de- 
positary, or financial, agent) on 
account of such liability shall be 
forever barred: Provided, That in 
in connection with any claim pre- 
sented to the General Accounting 
Office or the Treasurer of: the 
United States within the time 
limitation prescribed by section 
122 of this title, the period within 
which such a proceeding may be 
brought or such notice given shall 
by extended by an additional one 
hundred) and eighty days,’ and 
unless such notice: shall be given 
or a court proceeding brought 
within such extended period any 
claim against such endorser, trans- 
feror, depositary,», or © financial 
agent on account of such liability 
shall be forever barred. 


SECTION 4 


Except as provided in this see- 
tion, whenever it is clearly proved 
to the satisfaction of the Secretary 
of the Treasury that any original 
check of the United States is lost, 
stolen, or wholly or. partly de- 
stroyed, or is so mutilated or de- 
faced as to impair its value to its 
owner or holder, the Secretary of 
the Treasury is authorized to issue 
to the owner or holder thereof 
against funds available. for, the 
payment of the original check a 
substitute showing such. informa- 
tion as may be necessary. to iden- 
tify the original check, upon re- 
ceipt and approval by the, Secre- 
tary of the hesoury of an under- 
taking to indemnify the United 
States, in such form and. amount 
and with sueh suréty, sureties or 
security, if any, as the Secretary 
of the Treasury may require; but 
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mation as may be necessary to 
identify the original check, upon 
the receipt and approval by the 
Secretary of the Treasury of an 
undertaking to ‘indemmiffy the 
United States, in such form and 
amount and with such surety, 
sureties, or security, if any, as the 
Secretary of the Treasury may 
require; but no such substitute 
shall be payable if the original 
check shall have first been paid: 
Provided, That nothing contained 
in this section shall be deemed to 
relieve any certifying officer or his 
sureties or any disbursing officer 
or his sureties of any liability to 
the United States on account of 
any payment resulting from the 
erroneous issuance of the original 
check: And provided further, That 
the authority conferred in this 
section to issue substitute checks, 
may in the case of checks issued 
on account of public-debt obliga- 
tions and transactions regarding 
the administration of banking and 
currency laws, be exercised with- 
out limitation of time. 


(59 Stat. 592; 61 Stat. 310; 31 
U. S. C. 528 (c)) 


Notwithstanding the provisions 
of subsections (a) and (b) of this 
section whenever it is clearly 
proved to the satisfaction of the 
Secretary of the Treasury that any 
original check of the United States 
drawn on a depositary in a foreign 
country or a Territory or posses- 
sion of the United States, including 
the Panama Canal Zone, is lost, 
stolen, or wholly or partly de- 
stroyed, or is so mutilated or de- 
faced as to impair its value to its 
owner or holder, the drawer of the 
original check or such other officer 
or employee of the United States 
as may be authorized by the Secre- 
tary of ‘the Treasury with the 
concurrence of the head of the 
department or agency upon whose 





FACILITATING PAYMENT: OF GOVERNMENT CHECKS 


Proposed LEeGIsLATION 


no such substitute shall be payable 
if the original check shall first 
have been paid: Provided, That 
nothing contained in this section 
shall be deemed to relieve any 
certifying officer or his sureties or 
any disbursing officer or his sure- 
ties of any liability to the United 
States on account of any payment 
resulting from the erroneous is- 
suance of the original check. 


SECTION 5 


(a) Notwithstanding the pro- 
visions of subsections (a) and (b) 
of this section whenever it is clearly 
proved to the satisfaction of the 
Treasury that any original check 
of the United States drawn on a 
depositary in a foreign country or 
a Territory or possession of the 
United States, including the Pan- 
ama Canal Zone, is lost, stolen, or 
wholly or partly destroyed, or is so 
mutilated or defaced as to impair 
its value to its owner or holder, the 
drawer of the original check or such 
other officer or employee of the 
United States as may be author- 
ized by the Secretary of the Treas- 
ury with the concurrence of the 
head of the department or agency 
upon whose behalf the original 
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behalf the original check was issued 
is authorized, prior to the expira- 
tion of ten years from the date on 
which the original check was is- 
sued, to issue to the owner or 
holder thereof a substitute under 
current date showing such infor- 
mation as may be necessary to 
identify the original check, drawn 
against the account of the drawer 
of the original check or such other 
account as may be available for the 
payment of such substitute, upon 
the receipt and approval by the 
Secretary of the Treasury of an 
undertaking, to indemnify the 
United States, in such form and 
amount and with such surety, 
sureties, or security, if any, as the 
Secretary of the Treasury may re- 
quire; * * * 


(59 Stat. 592; 61 Stat. 310; 31 
U.S. C. 528 (e)) 


Notwithstanding the provisions 
of subsections (a)—(d) of this sec- 
tion, whenever any original check 
of the Post Office Department has 
been lost, stolen, or destroyed, the 
Postmaster General may authorize 
the issuance of a substitute marked 
“duplicate” and showing the num- 
ber, date, and payee of the original 
check, prior to the expiration of 
ten years from the date on which 
the original check was issued, upon 
the execution by the owner thereof 
of such bond of indemnity as 
the Postmaster General may pre- 
fae. * *.° 


(31 U.S. C, 528 (f)) 


Substitutes issued under this 
section drawn on the Treasurer of 
the United States, except those for 
checks issued on account of public- 
debt obligations and transactions 
regarding the administration of 
banking and currency laws, shall 
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check was issued is authorized, 
prior to the close of the fiscal year 
next following the fiscal year in 
which the check was issued, to is- 
sue to the owner or holder thereof 
a substitute under current date 
showing such information as may 
be necessary to identify the origi- 
nal check, drawn against the 
account of the drawer of the origi- 
nal check or such other account as 
may be available for the payment 
of such substitute, upon the receipt 
and approval by the Secretary of 
the Treasury of an undertaking, to 
indemnify the United States, in 
such form and amount and with 
such surety, sureties, or security, if 
any, as the Secretary of the Treas- 
ury may require; * * * 


(b) Notwithstanding the pro- 
visions of subsections (a)—(d) of 
this section, whenever any original 
check of the Post Office Depart- 
ment has been lost, stolen, or 
destroyed, the Postmaster General 
may authorize the issuance of a 
substitute marked ‘“‘duplicate” and 
showing the number, date, and 
payee of the original check upon 
the execution by the owner thereof 
of such bond of indemnity as 
the Postmaster General may pre- 
scribe, * * * 


(c) Substitutes issued under this 
section drawn on the Treasurer of 
the United States shall be deemed 
to be original checks and payable 
under the same conditions as 
original checks, 


| 
a 
I 
4 








16 FACILITATING PAYMENT OF GOVERNMENT CHECKS 


Existine Law ProposeD LEGISLATION 


be deemed to be original checks 
and shall be payable under the 
same conditions as original checks. 
Substitutes for checks issued on 
account of public-debt obligations 
and transactions regarding the 
administration of banking and cur- 
rency laws shall be payable directly 
by the Treasurer of the United 
States without limitation of time. 


(61 Stat. 309; 31 U.S. C. 133) 


The balances deposited to the (Repealed by sec. 6.) 
credit of the outstanding-liabilities 
account of any fiscal year pursuant 
to section 21 of the Permanent Ap- 
propriation Repeal Act, 1934 (48 
Stat. 1235; U.S. C., title 31, 725t), 
and which have not been covered 
into the surplus fund of the Treas- 
ury shall be transferred to the fore- 
going special-deposit account or 
accounts and together with the 
amounts transferred thereto under 
the provisions of section 132 of 
this title shall be available to pay 
any check payable from such ac- 
count or accounts. 


(39 Stat. 336; 42 Stat. 24; 61 Stat. 
309; 31 U.S. C. 154) 


At. the termination of each fiscal (Repealed by sec. 6.) 
year the General Accounting Office 
shall report to the Secretary of the 
Treasury all checks issued by any 
disbursing officer of the Govern- 
ment or its wholly owned or mixed- 
ownership corporations, as shown 
by his accounts rendered to the 
General Accounting Office, or 
otherwise, which shall then have 
been outstanding and unpaid for 
one full fiscal year after the fiscal 
year in which issued, stating in 
such report the date, number, and 
amount of each check and the 
symbol on which it was drawn. 


O 
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PROVIDING ALLOWANCES FOR TRANSPORTATION OF HOUSE 
TRAILERS TO CIVILIAN EMPLOYEES OF THE UNITED STATES 
WHO ARE TRANSFERRED FROM ONE OFFICIAL STATION TO 
ANOTHER 


June 3, 1957.—Ordered to be printed 


Mr. McCie.uan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8, 1408] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1408), to provide allowances for transportation of house 
trailers to civilian employees of the United States who are transferred 
from one official station to another, having considered the same, 
report favorably thereon, with an amendment, and recommend that 
the bill, as amended, do pass. 

The amendment is as follows: 

On page 1, line 10, after the words ‘United States”, insert a comma, 
and the words ‘within Alaska, or between the continental United 
States and Alaska,’’. 

The amendment was approved on recommendation of the Bureau 
of the Budget, on behalf of the Department of the Interior, to make 
provisions of the bill applicable also to house trailers transported 
within Alaska, or between the continental United States and Alaska. 


PURPOSE 


This bill, as amended, would authorize the heads, of departments 
and agencies of the Government to pay a mileage allowance to civilian 
employees to cover the cost of transporting their house trailers when 
transferred from one official station to another, within the continental 
United States, within Alaska, or between Alaska and the continental 
United States. The bill further provides that the mileage allowance 
to be authorized will be controlled by regulations promulgated by the 
President of the United States, and will be paid to employees who 
would otherwise be entitled to the movement of household effects at 
Government expense. The amount tobe paid will be determined by 
the head of the agency; however, in no instance would the amount 
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exceed 20 cents a mile for transportation of house trailers or mobile 
dwellings. 

The bill further provides that the trailers would have to be used for 
dwelling purposes by the employee, and their movement would have 
have to be in connection with a permanent change in duty from one 
official station to another. To qualify for a mileage allowance the 
employee would have to be entitled to transportation of his household 
goods and personal effects because of a change of official duty. 


BACKGROUND 


This bill, as amended, would amend section 1 of the Administrative 
Expenses Act of 1946 (Public Law 600, approved August 2, 1946) by 
salen a new subsection (c) which would permit the payment of a 
mileage allowance not exceeding 20 cents a mile to civilian employees, 
for transportation of house trailers within the continental limits of the 
United States, within Alaska or between the continental United States 
and Alaska, in the same manner as a recent amendment to the Career 
Incentive Act of 1955 (69 Stat. 22) which authorizes such allowances 
for moving house trailers of military personnel. 

The Administrative Expenses Act of 1946 authorizes payment by 
the Government for packing, crating, hauling, and transportation of 
household goods and personal effects of civilian officers snd Madhava 
when transferred from one permanent official station to another. 
Until the amendment to the Career Incentive Act of 1955, there was 
no authority of law to pay for transporting house trailers of military 
personnel; an employee could have his household effects moved at 
Government expense, but the movement of trailers would have to be 
made at his own expense. This entailed considerable hardship and 
discrimination against employees who live in house trailers, since the 
amendment of 1955 authorized the payment to military personnel but 
did not provide the same entitlement to civilian employees of the 
Government. 

Section 2, subparagraph (13) of the Career Incentive Act of 1955 
(Public Law 20, 84th Cong.) provides as follows: 


* * * In lieu of transportation of baggage and household 
effects, a member of a uniformed service who transports a 
house trailer or mobile dwelling within the continental United 
States for use as a residence and who would otherwise be en- 
titled to transportation of baggage and household effects, 
under this section, shall under regulations prescribed by the 
Secretary concerned be entitled to a reasonable allowance, 
not to exceed 20 cents per mile, or to the dislocation allow- 
ance authorized in this section, whichever he shall elect. 


An examination of the Joint Travel Regulations, which were issued 
to implement this authority, indicates that payment at the rate of 
20 cents per mile where a trailer is moved by a commercial transporter, 
but authorizes the payment of 10 cents per mile where a trailer is 
moved by other than a commercial transporter. The administrative 
limitation contained herein is intended to provide for payment of 
10 cents a mile in those instances where an employee elects to move 
his trailer by the use of his personally owned automobile. This pro- 
cedure is followed by the military departments at the present time, 
since it has been found that, in most instances, the person who moves 
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his trailer by privately owned automobile is also paid a mileage allow- 

ance for transporting himself and his family in lieu of a per diem and 

subsistence allowance. 
ESTIMATE OF COST 


During the consideration of an amendment to the Career Incentive 
Act of 1955, testimony was given before the House Armed Services 
Committee that, if an employee had 5,000 pounds of household effects 
and was transferred from Topeka, Kans.,; to Fort. Worth, Tex., the 
Government would save about $106 by moving his personal effects 
and house trailer on a reimbursable basis in lieu of packing, crating, 
and transporting his household effects by common carrier. 

When the Senate Armed Services Committee considered this meas- 
ure in 1955 and reported a bill (H.R. 4720) to cover the movement of 
house trailers for military personnel, the report (S. Rept. 125) con- 
tained the following statement: 


The committee was of the opinion that it was only equi- 
table that a serviceman who transports his trailer for use as a 
residence should receive an allowance. It is significant to 
note that the cost to the Government will be much less by 
awarding the mileage allowance than it would be by shipping 
the man’s household effects by private carrier under the 
prescribed weight limitations. 


The committee, in reporting S. 1408, agreed that, since employees 
who elect to ship their household goods and personal effects, when 
transferred from one place of employment to another, are entitled, 
within limitations prescribed by regulations, to the expenses of 
transportation, packing, crating, temporary storage, drayage, and 
unpacking such items, the enactment of the proposed legislation 
would effect savings to the Government. 


AGENCY COMMENTS 


The enactment of S. 1408 has been approved by the Comptroller 
General of the United States, the Director of the Bureau of the 
Budget, the Chairman of the Civil Service Commission, and the 
Deputy Administrator of Veterans’ Affairs. The comments. and 
recommendations from these agencies follow: 


CompTROLLER GENERAL OF THE UNITED STATEs, 
Washington, March 19, 1957. 
Hon. Jonn L. McCietian, 
Chairman, Committee on Government Operations, 
United States Senate. 

Dear Mr. CuarrmMan: Your letter of March 4, 1957, acknowledged 
March 6, requests our views upon S. 1408, which would provide 
authority for payment of a mileage allowance of not to exceed 20 
cents per mile for transportation of house trailers of civilian employees 
incident to transfers of their official stations. 

S. 1408 appears to be patterned after similar authority enacted for 
the benefit of military personnel. See section 303 (c) of the Career 
Compensation Act of 1949, as amended, by section 2 (13) of the 
Career Incentive Act of 1955 (69 Stat. 22). 
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We note that the regulations (par. 10004 of the Joint Travel Regu- 
lations) implementing section 303 (c) of the Career Compensation hot 
of 1949, as amended, permit payment at the rate of 20 cents per mile - 
where the trailer is moved by a commercial transporter but authorize 
the payment of 10 cents per mile only where the trailer is moved by 
other than a commercial transporter. This administrative limita- 
tion—in cases ‘where the trailer is moved by other than a commercial 
transporter—appears reasonable since the cost of transportation in 
such a ease normally is substantially less than when the trailer is 
moved by a commercial transporter. Moreover, in many cases the 
employee_who pulls his own trailer would receive a mileage allowance 
for the use of his privately owned automobile in traveling to his new 
station. This apparently would be separate from and in addition to 
the allowance authorized for the transportation of the trailer. 

It may be‘that you would like to include a provision in the bill which 
would provide for a reduced allowance where the trailer is pulled by 
other than a commercial transporter or, in lieu thereof, one which 
would require the President, to take such factor into consideration 
when prescribing regulations or rates in accordance with S. 1408. 

We offer no objection to. your committee’s giving. favorable con- 
sideration to S. 1408. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 





EXECUTIVE OFFICE OF. THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., May 24, 1957, 
Hon. Joun L. McCuexwan, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuairman: This is in response to your request 
of March‘4, 1957, for a report on 8. 1408, a bill to provide allowances 
for transportation of house trailers to civilian employees of the United 
States who are transferred from one official station to another. 

The bill would amend section 1 (b) of the act of August 2, 1946, 
as amended (5 U.S. C. 73b—1) to authorize payment of not to exceed 
20 cents per mile to a civilian officer or employee who, upon change 
of official station, transports.a house trailer or mobile dwelling within 
the continental United States for use as a residence.- The payment 
would be in lieu of that presently, authorized by section 1 of the act 
for the transportation of household goods and personal effects. 

The Comptroller General has held that a house trailer does not come 
within the purview of the terms “household goods” and “personal 
effects” as used in the related regulations, Executive Order 9805, as 
amended. He has denied payment for the transportation of a pri- 
vately owned house trailer unless the transportation cost is increased 
on account of the household goods and personal effects being trans- 
ported (32 C. G. 367 and 451). 

The enactment of this bill would provide an allowance to civilian 
officers and employees identical to that. authorized for members of 
the uniform services in section 2 (13) of the Career Incentive Act of 
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1955 (69 Stat. 22). Views have been obtained from four of the larger 
agencies from which your committee did not: request reports.. Three 
reported favorably and the fourth stated that no information, was 
available upon which a recommendation could be based..: The favor- 
able report of the Department of the Interior included the suggestion 
that the bill be amended to make it applicable also to house trailers 
transported within Alaska or between. the continental United States 
and Alaska. The amendment suggested was the insertion of the 
following on page 1, line 10, of the bill after ‘‘United States”: ‘‘, within 
Alaska, or between the Continental United States and Alaska,’’, 

The Bureau of the Budget recommends that favorable consideration 
of the bill, including the suggested amendment, be given by your 
committee. 

Sincerely yours, 
(Signed) Pxaretvat F. Brunpacs, 
Director. 





Unirep States Crvit Service ComMMISsION, 
Washington, D. C., May 24, 1957. 
Hon. Joun L, McCuetuan, 
Chairman, Committee on Government Operations, 
United States Senate, 
Washington, D. C. 

Dear Senator McCuiettan: This isin reply to your letter of March 
4, 1957, asking for the Commission’s views on S. 1408, a bill to provide 
allowances for transportation of house trailers to civilian employees of 
the United States who are transferred from one official station to 
another. 

The Administrative Expenses Act of 1946 (60)Stat. 808, as amended) 
authorizes reimbursement for shipment of household goods and per- 
sonal effects. By decision 32-CG—451, the Comptroller General ruled 
that house trailers “are not considered to be household goods or per- 
sonal effects.” By decision 32-CG-154, the Comptroller General 
ruled that where the personally owned trailer is towed by a personally 
owned automobile on the same trip on which employee transports self 
and family and when employee is paid mileage for use of the auto- 
mobile—no reimbursement shall be provided for use of trailer in trans- 

orting household goods and personal effects. However, if the trailer 
is rented rather than owned by the employee, the Comptroller General 
has ruled that reimbursement shall be allowed at the “commuted 
rate’’ when the rented trailer is towed by the employee’s personally 
owned automobile even though reimbursement has or will be made 
separately for the use of the automobile (32-CG-541 and 34-~CG-29). 
The fact that the employee owns the trailer used for the transportation 
of his household goods works against him. 

There are at least six other decisions of the Comptroller General 
that have some bearing in this matter. Some of thése provide excep- 
tions to those already cited. In our consultations with other agen- 
cies, we found a state of general confusion as to when reimbursement 
may or may not be made and in what amounts when trailers are used 
for transporting household goods and personal effects. We believe 
that enactment of S. 1408 would eliminate this confusion and would 
contribute to greater administrative efficiency, 
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It is our understanding that employees of the Department of 
Defense would be most affected by this bill. Department of Defense 
has a number of scientific, technical, engineering, and administrative 
employees residing in trailers at project sites such as missile bases, 
The majority of » ae live in trailers because of (1) lack of adequate 
housing, and (2) susceptibility to geographical transfer. The enact- 
ment of this bill would help in recruiting and retaining the services 
of such employees. 

We should like to point to a precedent for allowances when trailers 
are used to transport household goods. The Career Incentive Act 
of 1955 (Public Law 20, 84th Cong.) authorizes an allowance identical 
to that of S. 1408 to members of the uniformed services by amending 
the Career Compensation Act of 1949 (63 Stat. 804). The amend- 
ment added a subsection which states: “In lieu of transportation of 
baggage and household effects, a member of a uniformed service who 
transports a house trailer or mobile dwelling within the continental 
United States for use as a residence and who would otherwise be 
entitled to transportation of baggage and household effects, under 
this section, shall under regulations prescribed by the Secretary con- 
cerned be entitled to a reasonable allowance, not to exceed 20 cents 
per mile, or to the dislocation allowance authorized in this section, 
whichever he shall elect.” 

We believe the enactment of S. 1408 would further equity among 
Federal employees, would clarify an area of confusion, and would 
help in recruiting and retaining employees in those governmental units 
whose activities require a very mobile work force. 

We appreciate the opportunity to comment on this bill and have 
been advised by the Bureau of the Budget that they have no objections 
to the submission of this reply to your Committee. 

By direction of the Commission: 

Sincerely yours, 
Harris Evtsworrn, Chairman. 


VETERANS’ ADMINISTRATION, 
Orrice oF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C. 
Hon. Joun L. McCue.ian, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 


Dear Senator McCuie.van: Further reference is made to your 
request for a report by the Veterans’ Administration on S. 1408, 85th 
Congress, a bill to provide allowances for transportation of house 
trailers to civilian employees of the United States who are transferred 
from one official station to another. 

The bill would amend section 1 (b), Public Law 600, 79th Congress, 
as amended, to provide for reasonable allowances, up to 20 cents per 
mile, for transportation within the continental United States of house 
trailers or mobile dwellings used as residences by employees who upon 
transfer of official station would otherwise be entitled to transporta- 
tion of household goods and personal effects at Government expense. 
Civilian employees would thus be granted the same privilege given to 
members of the uniformed services under subsection 2 (13) of the 
Career Incentive Act of 1955 (Public Law 20, 84th Cong.). 
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Under existing law and regulations (sec. 1 (b), Public Law 600, 
79th Congress, Administrative Expenses Act of 1946, as amended, 
and section 12, Executive Order 9805, November 25, 1946, as amended 
by Executive Order 10196, December 20, 1950), reimbursement on a 
commuted basis is authorized to be made to civilian employees who, 
on permanent change of station, for the convenience of the Govern- 
ment, transport their household goods and personal effects in pri- 
vately owned vehicles. The Comptroller General has ruled consist- 
ently, however, that house trailers, as distinguished from the contents, 
are not within the purview of the terms “household goods” and 
“personal effects” as used in section 12, Executive Order 9805, as 
amended. Therefore, in order to support a claim for reimbursement 
of the costs of transporting household goods and personal effects by 
trailer, it has been held that the employee must produce evidence of 
that part of the cost of transporting the trailer which is directly attrib- 
utable to the goods and effects which it contains. 

The difficulties experienced by Federal employees in supporting 
such claims on the required basis are illustrated by the following in- 
stances in which reimbursement was denied because of insufficient 
evidence of additional expense caused by the movement of household 
effects: 

1. Employee’s house trailer towed by his own automobile. 
Employee furnished weight slips showing empty and loaded 
weight of trailer, and certified that the loaded weight included 
only his household goods (Comptroller General’s Decision B- 
128703, August 27, 1956). 

2. Employee’s house trailer towed by hired mover whose 
charges were the same for towing an empty trailer as for a loaded 
trailer (32 Comp. Gen. 367, February 18, 1953). 

It should be noted that under section 1 (a) of Public Law 600, 79th 
Congress, as amended, employees who elect to ship their household 
goods and personal effects are entitled, within limitations, to the 
expenses of transportation, packing, crating, temporary storage, dray- 
age, and unpacking of such items. 

It is not believed that enactment of the bill would materially in- 
crease the travel costs of the Veterans’ Administration. 

It would appear from the foregoing that civilian employees who, 
by necessity or choice, reside in house trailers are in a disadvantageous 
position as to their travel expenses involved in a change of official 
station. The allowances proposed by S. 1408 therefore seem desirable 
and would place such employees on a parity with members of the 
uniformed services similarly situated. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to the com- 
mittee. 

Sincerely yours, 

Joun S. PaTTreRson, 
Deputy Administrator 
(For and in the absence of H. V. Higley, Administrator). 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman); 


ADMINISTRATIVE Expenses Act or 1946 (60 Strat. 806, CHAPTER 


744-772) 
* a * * oe * 
Sec. 1. * * * 
* * a as + * ~~ 


(b) In lieu of the payment of actual expenses of transportation, 
acking, crating, temporary storage, drayage, and unpacking of 
ousehold goods and personal effects, in the case of such transfers 

between points in continental United States, reimbursement shall be 
made to the officer or employee on a commuted basis (not to exceed 
the amount which would be allowable for the authorized weight 
allowance) at such rates per one hundred pounds as may be fixed by 
zones in regulations prescribed by the President. Under such regula- 
tions as the President may prescribe, any civilian officer or employee who 
transports a house trailer or mobile dwelling within the continental 
United States, within Alaska, or between the continental United States 
and Alaska, for use as a residence and who would otherwise be entitled 
to transportation of household goods and personal effects under sub- 
section (a) shall be entitled to a reasonable allowance, not to exceed 20 
cents per mile, in lieu of such transportation. 
* * * * + * * 


O 


oe 
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AUTHORIZING AND DIRECTING THE ADMINISTRATOR OF GEN- 
ERAL SERVICES TO DONATE TO THE PHILIPPINE REPUBLIC 
CERTAIN RECORDS CAPTURED FROM INSURRECTOS DURING 
1899-1903 





June 8, 1957.—Ordered to be printed 


Mr. McC.e.ian, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany §. 1141] 


The Committee on Government Operations, to whom was referred 
the bill (S. 1141). to authorize and direct the Administrator of General 
Services to donate to the Philippine Republic certain records captured 
from insurrectos during 1899-1903, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
as amended do pass. 

The amendment is as follows: 

Beginning with line 10, page 1, strike out all to and including line 6, 
page 2, and insert in lieu thereof the following: 


Sec. 2. Before effecting such transfer, the Administrator 
of General Services shall cause to be made a microfilm copy 
of each document contained in such records which the Secre- 
tary of State or his designated representative shall select for 
preservation in the National Archives of the United States. 

Sec. 3. There is hereby authorized to be appropriated to 
the Administrator of General Services such sum, not exceed- 
ing $35,000, as may be required to cover the costs of micro- 
filming records and transporting the originals thereof. to 
Manila in conformity with the provisions of this Act. 


The purpose of this amendment is to establish a maximum to be 
expended to cover the cost of microfilming and transportation of the 
records to Manila, since it is the view of the committee that the sum 
of $35,000 requested for this purpose is excessive. 

The committee is of the opinion that some of these records may 
not be of such great importance or significance as would require 
microfilming for retention in the files of the United States Govern- 
ment. Therefore, the committee approved the amendment in an 
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effort to reduce the costs, if possible, and, further, provided that the 
Secretary of State, or his daly authorized representative, review the 
records and determine rf apers should be microfilmed before 
released to the Philippine Republic. 


PURPOSE 


This bill would authorize and direct the Administrator of General 
Services to transfer, without reimbursement, to the Philippine Gov- 
ernment certain records now maintained by the Archivist of the 
United States. It further provides that certain records and docu- 
ments be microfilmed by the Administrator of General Services. The 
sum of $35,000 is authorized to be appropriated to defray the cost 
of microfilming such records as may be designated by the Secretary 
of State or his designated representative, prior to transfer to the 
Republic of the Philippines. 


EXPLANATION OF THE BILL 


The records proposed to be transferred by this bill were in the cus- 
tody of the Department of the Army until 1953, at which time they 
were transferred to the National Archives. There are approximately 
100 file cases of material which contain the original papers, records, 
and documents of the Philippine insurrectionary government offices, 
bureaus, agencies, and officials, including its President, Cabinet 
officers, military commanders, and local government officials. The 
files contain proclamations, orders, decrees, reports, and official 
papers covering courts-martial and other related documents which 
were created and maintained by insurrectionary Government or ac- 
cumulated by it from predecessor Spanish agencies covering the period 
1898 through 1902. There are included some papers pertaining to 
prior insurrections against the Spanish and subsequent guerrilla ac- 
tivities. The records concern the whole range of civil and military 
government activity, including foreign relations, codes and ciphers, 
insurgent commissions and Congress, trade, vessels, and the activi- 
ties of the insurgent War Department. There is also included a 
small quantity of private letters of officials and individuals not asso- 
ciated with the business of the insurrectionary government. For the 
most part, these papers are written in Spanish, while some are in 
Philippine dialects, including Tagalog, Ilocano, Visayan, and Panga- 
sinan. 

These records were captured by United States troops during the 
insurrection of 1899-1903. General Aguinaldo, head of the insurgent 
movement, had formally established a government at that time, and 
these are the records of that particular government. 

The General Services Administration reported that students and 
scholars of government have indicated a great deal of interest in these 
records, ak since the insurrection gave rise to controversies involving 
our Armed Forces, it is desirable that the full record be available for 
research in the United States. Since the microfilm copies will serve 
these needs, the administration recommends that the records be do- 
nated to the Republic of the Philippines, as provided by this bill. 


SSE 
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AGENCY COMMENTS 


The Bureau of the Budget, General Services Administration, and 
Department of State have approved enactment of the bill, and sub- 
mitted the following comments: 


Executive OFFICce OF THE PRESIDENT, 
Bureau or THE Bupe@et, 
Washington, D. C., March 5, 1957. 
Hon. Jonn L. McCue.uan, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

My Dear Mr. CuatrMan: This is in reply to your letter of Febru- 
ary 12, 1957, requesting the views of this Office with respect to S. 
1141, to authorize and direct the Administrator of General Services 
to donate to the Philippine Republic certain records captured from 
insurrectos during 1899-1903. 

This Office would have no objection to the enactment of this 
measure. 

Sincerely yours, 
(Signed) Percy Rappaport, 
Assistant Director. 





GENERAL SERVICES ADMINISTRATION, 
March 26, 1957. 
Hon. Joun L. McCriewan, 
Chairman, Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear Mr. CrarrMan: Further reference is made to your letter 
of February 12, 1957, which requested the comments of the General 
Services Administration on S. 1141, a bill to authorize and direct the 
Administrator of General Services to donate to the Philippine Re- 
public certain records captured from insurrectos during 1899-1903. 

This bill would authorize and direct the Administrator of General 
Services to transfer to the Philippine Government certain records 
now maintained by the Archivist of the United States. It is further 
provided that these records would be microfilmed prior to such transfer 
and $35,000 would be appropriated to cover the cost of microfilming. 

These records were captured by United States troops during the 
insurrection of 1899-1903. General Aguinaldo, head of the insur- 
gent movement, had formally established a government at that time, 
and these are the records of that particular government. 

There is a great deal of interest by students and scholars in these 
records. Since the insurrection gave rise to controversies involving 
our Armed Forces, it is desirable that the full record be available for 
research in the United States. Since the microfilm copies will serve 
these needs, it is recommended that these records be donated to the 
Republic of the Philippines subsequent to microfilming. 

The enactment of S. 1141 is recommended by General. Services 
Administration. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
FRANKLIN G. Froers, 
Administrator. 
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DEPARTMENT OF STATE, 
Washington, D. C., March 6, 1957. 
Hon: Joun L. McCuervan, 
Chairman, Committee on Government Operations, 
United States Senate. 


Dear Senator MtCrectxan: In-your letter of February 12, 1957, 
you requested information relative to the records covered by a bill 
(S. 1141) toe. authorize and direct. the Administrator of General Services 
to donate to the Philippine Republic certain records captured from 
insurrectos during 1899-1903, as well\ as the Department’s recom- 
mendations for action by\the Committee on Government: Operations. 

The National Archives.and Reeords Service, has, supplied: the 
Department, with, a..brief description of, the imsurrection records,,a 
copy of which, is; enclosed for your information. .The Service has 
stated that. further information. regarding the records.can be supplied 
to the committee if desired. 

The, Department of State strongly recommends the return. of the 
records covered by the bill after they have been microfilmed..by 
Archives. Writings of some of the most important Philippine national 
heroes are.inchuded in them, and the Philippine Government has 
requested that they be returned for incorporation in the Philippine 
national archives. The Department believes that complying with 
this request would make a significant contribution to good feeling 
between the United States and a close ally. 

These records in the United States Archives have been available 
to the public, including Philippine scholars, for some time. The 
Department believes that it) would be advantageous for a copy of 
these papers to be preserved in the Archives, and notes with approval 
the bill’s proposed authorization of funds for microfilming them. 

The }Adjutant General,, United States. Army, in a letter. to the 
Department, dated April 25, 1956 has approved of the release of these 
documents' which were placed.in the Archives by the War Department. 

The Department has. been advised by the Bureau of the Budget 
that there is no objection to the submission of this report. 


Sineerely yours, 
Rosert C. Hit, 
Assistant Secretary 
(For the Secretary of State). 
Enclosure from Archives and Records Service. 


PHILIPPINE INSURRECTION RECORDS 


Original ,records. of, the Philippine insurrectionary government 
offices, bureaus, agencies, and. officials, including its President, Secre- 
tary, of War, Seeretary of Interior, Secretary of Treasury, military 
commanders, and provincial and other local government officials, 
consisting of orders, proclamations, decrees, official issuances, corre- 
spondence, reports, accounts, courts-martial, and other, legal pro- 
ceedings, local regulations and issuances, and other related documents 
which were created and maintained by insurrectionary government or 
accumulated by. it from predecessor Spanish agencies, covering for the 
most part the period, from 1898 through 1902, but including papers 
pertaining to prior insurrections against the Spanish and subsequent 
guerrilla activities. .The records concern the whole range of civil and 
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military governmental activity, including foreign relations, and in- 
ternal general, military, and local administration, and cover such 
subjects as agents in foreign countries, agriculture, American relations, 
Anti-Imperialist League, arms, assassination, army actions and activi- 
ties, citizenship, Chinese, clergy, codes and ciphers, commissions 
(insurgent), Congress (insurgent), contributions of war, consuls 
(foreign), courts, customs duties, explosives, Federal Party, foreign 
affairs, Germany, government organization, guerrilla warfare, Hong 
Kong junta, Japan, Jesuits, taxation, Treasury receipts and expendi- 
tures, United States Government relations, vessels and trade, and 
War Department (insurgent) activities. Also included are a small 
quantity of private letters to officials and other individuals not associ- 
ated with the business of the insurrectionary government. There are 
some volumes, including letters sent, letters received registers, and 
account books, but the greater part of these records consist of more 
than 200,000 individual manuscript documents in file folders and/or 
tied in bundles. They are written for the most part in Spanish, but 
include a large quantity in the Philippine dialects, including Tagalog, 
Ilocano, Visayan, and Pangasinan, and not a few are a mixture of both 
Spanish and the dialects. There are several lists filed with the records 
that serve as a guide and partial index to some of these records, but 
there is no comprehensive or detailed guide to their complete informa- 
tional content. 
O 
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PROVIDING FOR THE REORGANIZATION OF THE SAFETY 
FUNCTIONS OF THE FEDERAL GOVERNMENT, AND 
FOR OTHER PURPOSES 





June 5, 1957.—Ordered to be printed 


Mr. Humpurey, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8. 931] 


The Committee on Government Operations, to whom was referred 
the bill (S. 931) to provide for the reorganization of the safety functions 
of the Federal Government, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE AND MAJOR PROVISIONS 


S. 931 is designed to reduce the Federal employee accident rate 
and the cost of accidents in Federal employment, both financially and 
in terms of human suffering, by providing for the promotion and estab- 
lishment of improved safety educational programs and new safety 
inspection procedures. 

The bill seeks to accomplish this objective by creating within the 
Department of Labor a Federal Safety Division, which would be 
responsible, under the supervision and direction of the Secretary of 
Labor, for the direction and coordination of all safety educational 
programs and related loss-prevention procedures conducted by the 
various Federal agencies in furtherance of existing legislation to 
encourage safety and accident prevention, and for all of the functions 
now vested in the Federal Safety Council. The Federal Safety Divi- 
sion would be headed by a Director, appointed by the Secretary 
of Labor, who would receive compensation at the rate established for 
GS-16, and would perform his duties under the supervision and 
direction of the Secretary. 

Among the duties of the Director are (1) collection and analysis 
of data relative to present safety standards and programs in Federal 


86006 











2 REQRGANIZATION OF SAFETY FUNCTIONS 


agencies; (2) development and promulgation of minimum standards 
for the conduct of safety educational programs and minimum safe 
working standards to be maintained by Federal agencies; (3) pro- 
viding a clearinghouse function in the Division to gather ‘and make 
available to the Federal agencies appropriate assistance on all matters 

relating to employee safety; (4) promotion of uniformity by assisting 
and cooperating with related health and fire prevention activities 
presently pursued by Federal agencies; (5) periodic inspection of 
premises and interrogation of Federal agenc v personnel to ascertain if 
minimum standards developed and established are being maintained; 
(6) annual recommendation to the Secretary of Labor for tra nsmittal 
to agency heeds and the Bureau of the Budget of the amount which 
should be included in each agency budget for ca rrving out = safety 
educational programs, based upon the need of each agency; (7) prepa- 
ration of an annual report. for submission to the C ongress 3 by the 
Secretary of Labor showing Federal agency progress in the field of 
accident prevention, and the amounts recommended for inclusion in 
Federal arency budgets, together with action taken with respect to 

uch recommendations. 

The bill provides further for (1) the appointment by the Secretary 
of at least 10 qualified safety engineers, regional directors, and other 
appropriate employees, all of whom shall be appointed under civil 
service and solely on the basis of merit and qualifications; (2) the 
establishment of a Federal Safety Advisory Committee composed of 
27 members, appointed with regard to geographical representation, 
to the extent practicable, which would advise the Federal Safety 
Director concerning his functions under the act; (3) entry by the 
Director or appropriate officers in his Division in order to inspect 
Federal agency premises and records and interrogate employees 
relative to ‘facts, conditions, practices, etc.; (4) inc lusion in the annual 
budget estimate of each Federal agency of an amount for safety 
educational programs at least equal to that recommended by the 
Department of Labor, unless the agency head determines the inclusion 
of such amount is inadvisable and forwards to the Secretary of Labor 
and the Director of the Bureau of the Budget a written report stating 
the reasons why such inclusion has been deemed inadvisable; and (5) 
imposition of criminal penalties for Federal officers or employees who 
willfully falsify or conceal material facts relative to the injury or 
death of persons compensable under the Federal Employees’ Compen- 
sation Act, or who make false or fraudulent statements or representa- 
tions with respect thereto. 

S. 931 is identical to 8S. 3517, 84th Congress, as reported favorably 
by the committee, with amendments, and which passed the Senate on 
July 26, 1956. 

HISTORY AND DEVELOPMENTS 


Over a period of many years, there have been numerous expressions 
of concern regarding the Federal employee accident rate, the conse- 
quent economic loss to the Government and human suffering by 
Federal employees, and the need for improvements in Federal agency 
safety programs. 

From time to time the President has established various types of 
interdepartmental committees to deal with these problems. Thus 
in 1933, the President established an Interdepartmental Committee 
on Safety in Federal Departments; in 1939, he created the Federal 
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Interdepartmental Safety Council; and in 1950, he established .the 
Federal Safety Council. In general, these bodies had broad study 
and recommendatory powers, but they lacked authority to) act. 
They were empowered only to make studies and transmit recommen- 
dations to department and agency heads for implementation. For 
the most part, they were composed entirely of Government employees 
who had other primary duties to perform and, except for the Federal 
Safety Council, had little or no full-time paid professional staffs. 


The 1946 Williams report 

In 1945, following a request by the Secretary of Labor, the Federal 
Interdepartmental Safety Council retained as a consultant Mr. 
Sidney J. Williams, the assistant to the president of the National 
Safety Council, to make a survey of then-existing safety activities of 
Federal agencies and prepare appropriate recommendations. Mr. 
Williams’ principal findings, which were transmitted to the Seeretary 
of Labor, were as follows: (1) In the 5-year period ending June 30, 
1945, 2,852 employees were accidentally killed in the Federal service 
and 327,926 were injured, many of them permanently disabled and all 
injured seriously enough to cause loss of time; (2) the annual direct 
and indirect accident cost to the Federal Government is estimated at 
$40 million; (3) the experience of a few Federal agencies and of private 
industry clearly indicates that very substantial reductions in these 
costs can be effected; (4) safety organization in the Federal agencies 
is only partially complete and effective; and (5) there is a need for 
coordination of all agency and bureau safety work, through strength- 
ening and accelerating the program of the Federal Interdepartmental 
Safety Council and providing it with a small, highly competent staff, 


1950-56 accident statistics 

According to the records of the Bureau of Employees’ Compensation 
of the Department of Labor, during the 5-year period from January 1, 
1950, to December 30, 1954, 427,129 civilian Federal employees were 
injured in line of duty. Of this number, 199,997 were disabled for 
work, 1,115 were injured fatally, and 15,250,554 days were lost. 
Direct and indirect costs during this period for occupation accidents 
alone have been estimated at more than $622 million. During this 
period, production time lost due to disabling injuries represented 
nearly 1 year’s loss of the services of approximately 50,000 workers, 
from whom the Government received no production benefits; and 
since more than 87 million production man-hours were lost, and the 
average Government hourly rate for this period was $1.83, the mone- 
tary waste amounted to in excess of $159 million. 

The Bureau of Employees’ Compensation reported that during 1954, 
83,285 Federal civilian employees were injured, of whom 37,974 were 
disabled for work; medical and leave expenses amounted to 
$9,274,576; disability compensation totaled $9,078,069; fatal accidents 
took the lives of 191 workers, at a cost of $7,385,599, or approximately 
$38,668 for each fatality. The total direct cost of Federal employee 
accidents during calendar year 1954, exclusive of material or equip- 
ment damage and other hidden expenses, amounted to $25,738,244, 
which is equivalent to $10.81 per employee covered. During this 
same period, production time lost as a result of these injuries amounted 
to 2,917,220 chargeable days, equal to a production loss of approxi- 
mately 17 million work hours. Since the average Government hourly 
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rate in 1954 was $2, production time lost amounted to more than 
$33 million in actual cost, which is equivalent to 9,060 employees of 
the Government, from whom the Government derived no production 
benefits, based upon an average Government employee’s working year 
of 230 days. 

Between 1944 and 1954, the accident frequency rate of the Federal 
Government was reduced 30 percent, as compared with a reduction of 
50.1 percent in private industry for the same period. Between 1950 
and 1954, the Federal Government accident frequency rate was 
reduced 10.5 percent, as compared with a reduction in private indus- 
try of 22.4 percent. 

During calendar year 1955, 87,119 Federal civilian employees were 
injured, of whom 38,840 were disabled for work; medical and leave 
expenses amounted to $9,908,834; disability compensation totaled 
$9,492,583; and Federal accidents took the lives of 158 workers at a 
cost in compensation of $6,902,979. The total direct cost of Federal 
employee accidents during calendar year 1955, exclusive of material 
or equipment damage and other hidden expenses, amounted to 
$26,304,396, which is equivalent to $10.98 per employee covered. 
This total includes $5,250,773 for medical services and $16,395,562 for 
disability and death compensation. During the same period, produc- 
tion time lost amounted to 2,750,065 chargeable days. 

Estimates for 1956, available at this time only on a fiscal year basis, 
indicate a total of 92,798 injuries, including 1,291 fatal injuries. Dis- 
ability compensation costs totaled $19,270,903 and death benefits 
totaled $7,741,754. 

The Bureau of Employees’ Compensation of the Department of 
Labor reports that in the 40-year period of operation of the Federal 
Employees’ Compensation Act, as of June 30, 1956, over 3,954,000 
injuries to Federal employees were reported, and close to $493 million 
in direct benefit payments was disbursed to care for the injured or 
their dependents. Finally, betwecn 1949 and 1956 fatal accidents 
among Federal civilian employees have been reduced 49.1 percent, 
representing a savings in the period between 1951 and 1956 of approxi- 
mately $23.8 million incurred liability. 


SUMMARY OF EXISTING LAW AND PROCEDURES 


Safety promotion 

Section 33 (c) of the Federal Employees’ Compensation Act (5 
U.S. C. 784), as amended by section 209 of the act of October 14, 1949 
(Public Law 357, 81st Cong.), provides that in order to reduce the 
number of accidents and injuries among Government officers and 
employees, encourage safe practices, eliminate work hazards and health 
risks, and reduce compensable injurics, the heads of the various 
departments and agencies are authorized and directed to develop, 
support, and foster organized safety promotion, and the President is 
authorized to establish a Safety Council composed of representatives 
of such departments and agencies to scrve as an advisory body to the 
Secretary of Labor in furtherance of the safety program carried on 
by the Secretary pursuant to this section, and to undertake such other 
measures as he deems proper to prevent injuries and accidents to 
persons covered by the act. 
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Pursuant to this authority, the President, in December 1950, 
established the Federal Safety Council in the Department of Labor, 
to serve in an advisory capacity to the Secretary of Labor in matters 
relating to the safety of civilian employees of the Federal Government 
and the furtherance of the safety program carried out by the Secretary 
pursuant to section 33 (c) of the Federal Employees’ Compensation 
Act, as amended. The Council, which is composed of one qualified 
representative from each of the executive departments and agencies 
and of the District of Columbia, was given the function of advising the 
Secretary of Labor with respect to (1) the development and main- 
tenance of adequate and effective safety organizations and programs 
in the Federal departments and agencies, and (2) criteria, standards, 
and procedures designed to eliminate work hazards, and health risks 
and to prevent injuries and accidents in Federal employment. In 
addition, the Secretary of Labor was directed to prescribe appropriate 
regulations governing the activities and functions of the Council, 
designate the Chairman thereof, and provide, within the limits of 
funds available to him for this purpese, such staff and other services 
rere: as may be required by the Council in the performance of 
its duties. 

It appears that at present the Council has 1 paid safety engineer 
and 1 clerk paid by the Department of Labor, and meets 3 or 4 times 
a year. However, the Bureau of Labor Standards of the Department 
of Labor serves as headquarters and secretariat for the Federal Safety 
Council, and performs services in the promotion of safety in private, 
as well as pablic employment. 


Compensation procedures 

Under existing law, all claims for injury in Federal employment 
are filed with the employing agency. After review and approval by 
that agency, the claim is forwarded to the Bureau of Employees’ 
Compensation of the Department of Labor which pays the claim. 
The funds involved are budgeted by the Department which is not 
reimbursed by the employing agency. 

Under the provisions of the pending bill, each agency would have 
to estimate, in advance, its compensation costs for each fiscal year 
and transmit these estimates to the Department of Labor which would 
continue to pay the claim and budget the funds. 


COMMITTEE ACTION IN THE 84TH CONGRESS 


During the 84th Congress, the committee had pending before it a 
similar bill, S. 3517, upon which hearings were held by the Subcom- 
mittee on Reorganization. At the hearings, representatives of various 
Federal employee unions testified or submitted statements in support 
of the bill. The administration’s position was stated in agency com- 
ments submitted by the Bureau of the Budget, the Department of 
Labor, the Department of the Air Force (for the Department of De- 
fense), and the Department of Health, Education, and Welfare. 
Although all of these agencies expressed support for the objectives of 
the bill, they opposed enactment on the following grounds: (1) Since 
it would vest in the proposed Federal Safety Division and its Director, 
a subordinate officer of the Department of Labor, statutory functions 
and duties independent of the Secretary of Labor, it violated a major 
principle of the first Hoover Commission, i. e., that no subordinate 
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should have authority independent of his superior, and that all statu- 
tory power and authority should be vested in the head of the depart, 
ment; (2) its budgetary provisions would constitute an unwarranted 
restriction of a department head’s control over the administration of 
his agency’s operations, particularly those provisions which authorized 
the Federal Safety Director to recommend budget allocations for 
safety education programs in each agency and department; (3) there 
was in existence adequate machinery in the executive branch to enable 
the achievement of the objectives of the bill; (4) various provisions 
lacked clarity and precision and were difficult to interpret and under- 
stand; and (5) the approach favored by the administration was to 
charge back to each Federal department and agency the costs of em- 
ployee compensation for their employees, with the objective of making 
such agencies more conscious of the costs of unsafe working conditions, 
This latter approach was contained in S. 3582, 84th Congress, then 
pending in the Committee on Labor and Public Welfare which took 
no action on the measure. 

Following the close of these hearings, in accordance with instruc- 
tions from members of the Subcommittee on Reorganization, the 
committee staff revised the bill so as to meet some of the major objec- 
tions, remove certain technical defects, and eliminate or modify some 
of the substantive provisions which were strongly opposed by certain 
of the executive branch agencies and departments. These various 
changes and modifications were preapred as an amendment in the 
nature of a substitute which was reported favorably by the committee 
on July 25, and passed the Senate on July 26, 1956. No action was 
taken in the House of Representatives. As previously indicated, 
S. 931 is identical to S. 3517 as reported by the committee and passed 
by the Senate in the 84th Congress. 


AGENCY COMMENTS 


Comments on S. 931 were received from the Comptroller General, 
the Director of the Bureau of the Budget, and the Department of 
Labor. The Comptroller General took no position with respect to the 
policy contained in the bill, but suggested certain minor technical 
amendments. The Bureau of the Budget and the Department of 
Labor opposed the enactment of the bill on grounds similar to those 
expressed in regard to S. 3517 in the 84th Congress. Both agencies 
supported the administration bill, S. 816, now pending before the 
Senate Committee on Labor and Public Welfare, and which is identical 
to S. 3582, 84th Congress. According to the Department of Labor, 
S. 816 is part of the legislative program of the Department for 1957, 
and is designed to improve the job safety performance of the Federal 
Government by charging back to Government agencies the costs of 
employee compensation for their employees with a view to making 
such agencies more conscious of the costs of unsafe working conditions. 

The letters from the Director of the Bureau of the Budget, the 
Department of Labor, and the Comptroller General follow: 
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Executive OrricE OF THE PRESIDENT, 
BuREAU OF THE BuDGET. 
Washington, D. C., May 10, 1967. 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
United States Senate,‘Washington, D. C. 


My Dear Mr. Cuarrman;: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 931, a bill 
to provide for the reorganization of the safety functions of the Federal 
Government, and for other purposes, 

Among other things this bill, if enacted, would create in the De- 
partment of Labor a Federal Safety Division headed by a Director 
appointed by the Secretary. Responsibility for major operating 
functions required to be performed by the Division is vested in the 
Director, under the supervision and direction of the Secretary. The 
Director would direct and coordinate all safety educational programs 
and safety measures of other Federal agencies; promulgate minimum 
standards for safety educational programs; develop and establish the 
minimum safe working standards to be maintained by the Federal 
agencies; periodically inspect the premises and interrogate the per- 
sonnel of each Federal agency to ascertain if minimum standards are 
being maintained; and recommend to the Secretary for transmittal 
to the head of each Federal agency and to the Director of the Bureau 
of the Budget the amount which should be included in the agency’s 
budget for safety activities. 

In my view the organizational arrangements provided in the bill 
are unsound and would not further the accomplishment of its purpose. 
Divesting agericy heads of responsibility for safety activities could 
well cause regression, rather than improvement, in present safety pro- 
grams. Direction and control of safety measures cannot wisely be 
divorced from direction and control of.the operations in which they 
are necessary because they are, or should: be, an integral part of the 
operations themselves. - In addition, the provisions of the bill violate 
the sound management principle recognized by the first Hoover Com- 
mission when it recommended that “Each department head should 
receive from the Congress administrative authority to organize his 
department and to place him in control of its administration.” The 
Commission stated that ‘Under the President, the heads of depart- 
ments must hold full responsibility for the conduct of. their 
departments. There must be a clear line of authority reaching down 
through every step of the organization and no subordinate should 
have authority independent of that of his superior,”’ The provisions 
of the bill which vest operating authority in the Director of the 
proposed Division, and give him authority to direct and coordinate 
the safety activities of other Federal agencies and to determine the 
amount to be included in agency budget requests for safety purposes, 
are contrary to the Commission’s recommendation and the principle 
on which it was based. Although the bill provides that the Director 
would carry out his responsibilities under the supervision and direction 
of the Secretary, it is contrary to the provisions of Reorganization 
Plan No. 6 of 1950, which made the Commission’s recommendation 
effective in the Department of Labor. 
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I would oppose enactment of S. 931 solely on the grounds discussed 
above. However, the bill also contains other undesirable provisions, 
The restrictions on the appointment of members of the Federal Safety 
Advisory Committee would limit the Secretary’s ability to obtain the 
best qualified persons. The specification of the minimum number of 
qualified safety engineers is inappropriate in authorizing legislation. 
The provisions of section 7 of the bill are contrary to the adminis- 
tration’s proposal, S. 816, for financing payments from the Federal 
employees’ compensation fund. Under the provisions of section 7, 
appropriations for the fund would continue to be made directly to 
the Department of Labor without provision for reimbursement by 
other Federal agencies. Under the administration’s proposal, the 
cost of employees’ compensation would be borne by each agency for 
its employees. The administration’s proposal is designed to improve 
the effectiveness of Federal safety measures, which is the objective of 
the bill. Section 10 of the bill is an amendment of the Federal 
Employees’ Compensation Act which is included in substantially the 
same form in the administration’s proposed amendments to the act; 
enactment of the administration’s proposed legislation would make 
this provision of the bill unnecessary. 

For the above reasons the Bureau of the Budget strongly recom- 
mends against favorable consideration of S. 931 Ge your committee. 
We believe enactment of S, 816 is a progressive step that can be taken 
to strengthen Federal safety activities. 

Sincerely yours, 
PercivaL F. Brunpage, Director. 





DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, March 11, 1957. 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
Inited States Senate, Washington 25, D. C. 

Dear Senator Humpurey: This is in further reply to your request 
for a report on S. 931, a bill to provide for the reorganization of the 
safety functions of the Federal Government, and for other purposes. 

The measure would create in the Department of Labor a Federal 
Safety Division headed by a Director of Federal Safety appointed by 
the Secretary of Labor. The functions of the Federal Safety Council 
established pursuant to Executive Order 10194, dated December 20, 
1950, would be transferred to the proposed Division, which would be 
responsible, under the supervision and direction of the Secretary, for 
the direction and coordination of all safety educational programs and 
accident, injury, and related loss-prevention procedures of the Federal 
agencies. ‘The Director, also under the supervision and direction of 
the Secretary, would perform designated duties including the develop- 
ing and promulgating of minimum standards for safety educational 
programs and minimum safe working standards to be maintained by 
the agencies. 

This proposal has several objectionable features of major importance 
which prevent me from supporting its enactment. 
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In the first place, section 1 states that the measure is intended to 
carry out the recommendations of the first Commission on Organiza- 
tion of the Executive Branch of the Government with respect to the 
enlargement of the Department of Labor to include all the functions 
which properly belong to it. However, other sections would vest 
various functions and duties directly in the proposed Federal Safety 
Division and the Director of Federal Safety. 

I am opposed to the vesting of power and authority in a subordi- 
nate officer or component part of the Department. This objection 
is not met by the bill’s provisions that the performance of the enu- 
merated functions and duties would be subject to the supervision 
and direction of the Secretary. The arrangement contemplated by 
the measure is contrary to the principle of centralized responsibility 
which underlies the present organization of the Department under 
Reorganization Plan No. 6 of 1950 (5 U.S. C., sec. 611, note), and 
is inconsistent with the requirements of good departmental adminis- 
tration emphasized in the reports and recommendations of the first 
Hoover Commission. (See Report on General Management of the 
Executive Branch, H. Doc. No. 55, 81st Cong.) The functions in 
question should be placed in the Secretary, so that he could make 
such provision as he deems appropriate respecting their performance 
within the Department. 

I am also concerned with the provision of section 2 which would 
place in the proposed Division responsibility for the direction and 
coordination of all safety educational programs and accident, injury, 
and related loss-prevention procedures conducted by the Government. 
It would be highly undesirable to relieve the various agencies of their 

resent primary responsibility for the job safety of their employees. 
Deusekos has shown that the best safety performance can be 
achieved only when the occupational sefety program is made an inte- 
gral part of the functions of management; for example, safety in the 
widely dispersed and extrahazardous work of the Department of 
Defense and the Atomic Energy Commission can be achieved only 
by placing responsibility directly upon those agencies. To place re- 
sponsibility for direction of Government safety. programs in a single 
agency would be contrary to accepted principles. Your attention is 
invited to Reorganization Plan No. 14 of 1950 (5 U. S. C., sec. 
133z-15, note), under which Federal agencies retain their individual 
responsibilities for the administration and enforcement of labor stand- 
“ds provisions of certain laws which they administer, subject to 
observance of coordinating regulations of the Secretary of Labor. 

I am also opposed to the provisions of the measure which would 
require the Secretary of Labor to recommend to the agencies and the 
Bureau of the Budget the amount which should be included in each 
agency’s annual budget for safety purposes, and would require each 
agency to include at least the recommended amount in its budget esti- 
mate unless it furnished to the Secretary and the Bureau a written 
statement of why the inclusion of that amount is inadvisable. A re- 
quirement that this Department determine the amount which: each 
agency needs for safety purposes would be impractical and unsound. 
Requirements differ in each agency, and only the agency itself is in a 
position accurately to determine the extent of its needs. It is un- 
necessary for one agency head to tell another agency head how much 
money the latter needs for certain purposes, and to do so would un- 
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warrantably restrict the latter’s control over the administration of his 
responsibilities. 

I am in complete agreement with the need for furthering job safety 
in Federal employment. In connection with this subject the Depart- 
ment has given a great deal of consideration to inducing the agencies 
to improve their efforts toward reducing occupational accidents by 
placing upon each agency the financial burden of its accident. losses. 
As a part of the Department’s legislative program, a bill (S. 816) to 
make the agencies more safety conscious, by charging back to them 
the cost of workmen’s compensation for their employees, has been in- 
troduced in the Senate and referred to the Committee on Labor and 
Public Welfare. I believe that this procedure, which would be in- 
consistent with section 7 of the instant measure, would be the better 
and more effective approach to the problem. 

For the reasons stated above, I would be opposed to the enactment 
of S. 931. 

The Bureau of the Budget advises that it has no objection to the 
submission of this report. 

Sincerely yours, 
JAMES T. O’CONNELL, 
Under Secretary of Labor, 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, D. C., March 5, 1957. 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
United States Senate. 

Dear Mr. Cuarrman: Your letter of February 7, 1957, acknowl- 
edged February 11, requests our views on S. 931, 85th Congress, Ist 
session, the primary purpose of which is to provide for the establish- 
ment of an improved safety program for the I’ederal Government. 

To accomplish this objective the bill provides for the establishment 
of a Federal Safety Division under the Department of Labor which 
would be responsible for the direction and coordination of all safety 
educational programs and related loss-prevention procedures con- 
ducted by the various Federal agencies in furtherance of the purposes 
of section 33 (c) of the Federal Employees Compensation Act (5 
U.S. C. 784 (c)). In addition, the Federal Safety Division would be 
vested with the functions presently exercised by the Federal Safety 
Council established by Executive Order 10194, December 19, 1950, 
under the authority of section 33 (c) of the act. The bill further pro- 
vides for the establishment, within the Department of Labor, of a 
Federal Safety Advisory Committee which shall advise the Director 
of the Federal Safety Division concerning his functions under the bill. 

It is noted that section 5 (a) of the bill, while providing that all 
members of the Federal Safety Advisory Committee shall be reim- 
bursed for travel, subsistence, and other necessary expenses incurred 
in travel, fails to provide any specific criteria or limitation for deter- 
mining the propriety of payments made pursuant thereto. Accord- 
ingly, it is suggested that the bill be amended to limit the allowable 
travel and subsistence payments to amounts prescribed in the Travel 
Expense Act of 1949, as amended, and the Standardized Government 
Travel Regulations. 
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Additionally, it is noted that Executive Order 10194 is dated 
December 19, 1950, rather than December 20, 1950, as indicated 
in line 10, page 2, of the bill. 

While the objective of S. 931—improved safety standards and pro- 

ams throughout Federal service—is salutary, we are not sufficiently 
amiliar with the various aspects of the safety problem to determine 
whether the provisions of the bill constitute the best means of accom- 
plishing that objective, and, other than the above, we offer no com- 
ments with respect to the merits of the bill. 

Sincerely yours, 
JosepnH CAMPBELL, 
Comptroller General of the United States. 


CONCLUSIONS 


In reporting favorably S. 3517, 84th Congress (S. Rept. No. 2788), 
the committee concluded: 


The testimony, statistics, and exhibits presented to the 
committee establish clearly the need for reorganizing and 
strengthening the safety procedures of the Federal Depart- 
ments and agencies, and for the establishment of coordinated, 
uniform safety educational programs throughout the execu- 
tive branch of the Government. 


Although there has been some improvement in the safety record of 
the Federal Government during the past 10 years, the fact remains 
that between January 1, 1950, and December 30, 1954, more than 
427,000 civilian Federal employees were injured in line of duty, for 
which total direct and indirect costs for occupation accidents alone 
have been estimated at more than $622 million. When consideration 
is given to the fact that the total direet cost for 83,285 civilian Fed- 
eral employees injured in line-of-duty accidents during calendar year 
1954 amounted to almost $26 million, and the total direct cost.in 
calendar year 1955 for 87,119 civilian Federal employees amounted to 
more than $26 million, it is apparent to the committee that action 
directed at remedying this situation is imperative at this time. 

The committee is aware of the fact that although the administra- 
tion’s bill is aimed at the same objective, the proposed method of 
accomplishment is quite different. In his 1957 budget message to 
the Congress, the President recommended that— 


Legislation should be enacted to provide for each employing 
agency to bear its share of the cost of these benefits and to 
encourage still further precautionary safety measures by the 
agencies. 


As previously indicated, this proposal is specifically provided for in 
S.816. However, the committee is unable to agree with the approach 
contained in that measure. Furthermore, the committee has been 
advised that the Committee on Labor and Education, which has the 
measure before it, is contemplating no action on S. 816 during the 
present session of Congress. 

It is the sincere belief of the committee that S. 931 will establish the 
necessary machinery to accomplish both the committee’s objectives 
and those of the President, despite the difference in approach. It is 
further convinced that the enactment of S. 931 will result in major 
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improvements in the Federal Government’s safety record, which im- 
pea in turn, are expected to reduce materially the present 
1igh Federal employ ce accident rate and the cost of accidents in 
Federal employment. 

Finally, the committee desires to point out that information devel- 
oped at the hearings in the 84th Congress revealed that, between 1945 
and 1954, the reduction in the Government accident frequency rate 
was 22.2 percent as compared with a reduction in the industry fre- 
quency rate of 46.7 percent. 

The committee was advised that one of the reasons for this dif- 
ference is that industry employs competent safety engineers with 
authority to establish and enforce safety standards, rules, and regu- 
lations. Aside from the importance to industry of maximum effici lency, 
considerable stress is placed upon the fact that premium rates paid 
by private industry to insurance companies under workmen’s compen- 
sation laws bear a direct relationship to accident frequency rates. 
Furthermore, in a number of the larger industries, the insurer makes 
periodic investigations and places a safety engineer on the premises. 
In the case of the Federal Government, however, no such incentive 
exists, since the Government acts as its own insurer, and enactment 
of this bill would tend to bring Government practices into line with 
those of private industry. 

In view of the seriousness of the situation and the vital need for 
correcting the needless loss, both financially and in terms of human 
suffering, the committee ureges favorable action on the pending bill. 


SECTION-BY-SECTION ANALYSIS OF COMMITTEE AMENDMENT IN THE 
NATURE OF A SUBSTITUTE 


Section 1 states the policy that in order to carry out the recom- 
mendations of the first Hoover Commission that the Department of 
Labor be enlarged to include all of the functions which properly 
belong to it, and in order to provide a firmer legislative basis for carry- 
ing on a more complete and efficient Federal safety program, there is 
created in the Department of Labor a Federal Safety Division under 
the direction of a Director of Federal Safety, appointed by the Secre- 
tary of Labor at the rate established for a GS-16. 

Section 2 transfers the functions of the Federal Safety Council to 
the Federal Safety Division in which is vested the responsibility, 
under the supervision and direction of the Secretary of Labor, for 
carrying out all of the functions transferred to it from the Federal 
Safety Council, and for the direction and coordination of all safety 
educational programs and accident, injury, and related loss-prevention 
procedures conducted by Federal agencies in furtherance of the pur- 
poses of section 33 of the Federal Employees Compensation Act. 
Such agencies would also be required to keep records of injuries and 
accidents to persons covered by the act, whether or not resulting in 
loss of time or the payments of benefits, and make statistical and other 
reports upon such forms as the Secretary of Labor shall by regulation 
prescribe. 

Section 3 prescribes the duties of the Director of the Safety Division, 
to be performed under the supervision and direction of the Secretary 
of Labor, as follows: 

(1) Collection and analysis of data regarding safety standards and 
programs presently in operation in the Ki ederal agencies; (2) develop- 
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ment and promulgation of new minimum standards for condueting 
safety educational programs by the Federal agéncies; (3) development 
and establishment of minimum safe working standards to be main- 
tained by the Federal agencies; (4) to provide a clearinghouse func- 
tion in the Division to gather and make available to the Federal 
agencies appropriate assistance on all matters relative to employee 
safety; (5) promotion of uniformity by assisting and cooperating with 
related health and fire prevention activities presently pursued by other 
Federal agencies; (6) development of programs designed to reduce the 
number of tort claims against the Federal Government resulting from 
injuries to private persons and property attributable directly or in- 
directly to Federal officers or employees; (7) to inspect periodically 
the premises and interrogate the personnel of each of the Federal 
agencies to ascertain if the minimum standards developed and estab- 
lished are being maintained by such Federal agencies; (8) to recom- 
mend annually to the Secretary of Labor for transmittal to the head 
of each Federal agency and to the Bureau of the Budget the amount 
which should be included in the budget of each Federal agency for 
the succeeding fiscal year for its use in carrying out its safety educa- 
tional programs to minimize hazardous work practices and conditions, 
such amount to be based upon the need for each such agency for such 
a program; (9) to prepare for the issuance annually to the Congress 
by the Secretary of Labor a report showing progress made in accident 
prevention in the Federal agencies through reduction of the number 
of accidents and injuries among the officers and employees of such 
agencies by the elimination of work hazards and health risks and the 
amounts recommended for inclusion in the budget of each Federal 
agency pursuant to paragraph 8 hereof, together with any action 
taken by each agency with respect to such recommendations. 

Section 4 requires the Secretary of Labor to appoint, under civil 
service, not less than 10 qualified safety engineers, technically expe- 
rienced in the field of accident prevention, regional directors where 
appropriate, and other employees as necessary, and to fix their com- 
pensation in accordance with the Classification Act of 1949, as 
amended. Specific provision is made prohibiting any political test 
or qualification in the appointment, selection, classification and 
promotion of officers and employees of the Safety Division, and all 
appointments are required to be based upon qualifications, merit and 
efficiency under civil-service rules. 

Section 5 authorizes the Director of Federal Safety to enter and to 
authorize the entry of appropriate officers in his Division, in order 
to inspect such places and records, question employees and investigate 
such facts, conditions, practices or matters as he may deem necessary 
to carry out his duties under the act. 

Section 6 establishes within the Department of Labor a Federal 
Safety Advisory Committee, to be composed of 27 members, appointed 
by the Secretary of Labor, with reference to geographical repre- 
sentation, insofar as practicable; no less than 9 members would be 
appointed from national and international Federal Government 
employee unions, nominated by the heads of such unions, the balance 
would be qualified representatives of Federal agencies, including the 
Public Health Service, nominated by the heads of such agencies. 
The length of tenure of all such members would be determined by the 
Secretary of Labor and all members would serve without additional 
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compensation. This Committee’s function would be to advise the 
Director of the Federal Safety Division with respect to the develop. 
ment of effective safety educational programs and safety standards, 
as well as any other of his duties under the act. 

Section 7 requires the Bureau of Employees’ Compensation, prior to 
August 15 of each year, to furnish the Secretary of Labor, for use in the 
preparation of the Department’s annual budget estimates, the latest 
statistics showing the pure premium cost for past work injuries sus- 
tained by Federal agency employees, based upon the foocinenaal 
severity and direct incurred loss experience of each agency under the 
Federal Employees’ Compensation Act. The Department of Labor 
would then be required to include in its annual budget estimates a 
request for an appropriation in an amount equal to such premium cost 
and, as soon as practicable after the beginning of each fiscal year, 
deposit in the Federal Employees’ Compensation Fund of the Bureau 
of Employees’ Compensation such sums as may have been appro- 
priated pursuant to such request, for the payment of benefits on ac- 
count of Federal employees, and all sums so deposited would remain 
available in such fund until expended. 

Section 8 defines certain of the terms used in the bill. ‘Federal 
agencies” include the executive departments, the Department of the 
Army, Navy and Air Force, the independent establishments and 
agencies in the executive branch, including Government corporations 
and wholly owned instrumentalities of the United States. The Dis- 
trict of Columbia would be permitted to participate for District of 
Columbia employees upon publication of a resolution of the Board of 
Commissioners to that effect in the Federal Register. 

Section 9 requires the head of each Federal agency, after receiving 
the Department of Labor’s recommendations of the amount deter- 
mined to be necessary to enable such agency to carry out its safety 
educational programs, to include in its annual budget estimates and 
amount equal to at least the amount so recommended, unless the head 
of such agency determines that the inclusion of such amount is in- 
advisable and forwards to the Department of Labor and the Bureau 
of the Budget a written report stating the reasons why such inclusion 
has been deemed inadvisable. 

Section 10 would amend section 24 of the Federal Employees’ 
Compensation Act by adding a new subsection which would provide 
criminal penalties of no more than $5,000 fine, imprisonment for not 
more than 2 years, or both, for Federal officers or employees who 
willfully falsify or conceal material facts relative to the injury or 
death of persons compensable under provisions of the Federal Em- 
ployees’ Compensation Act, or who make false or fraudulent state- 
ments or representations with respect thereto. 

Section 11 would repeal section 33 (c) of the Federal Employees’ 
Compensation Act which directs Federal departments and agencies 
to develop and promote organized safety programs. 

Section 12 authorizes the necessary appropriations. 


CHANGES IN EXISTING LAW 


In compliance with section 4 of rule XXIX of the Standing Rules of 
the Senate, changes in existing law made by this bill are shown as 
follows (matter omitted is enclosed in brackets, new matter is printed 
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in italics, existing law in which no change is proposed is shown in 
roman): 


FreperaAL Emp.oyess’ Compensation Act, As AMENDED (39 Srat; 
747, 749, 5 U.S. C. 774, 784) 


SEC. 24. REPORT TO SECRETARY AS TO INJURY. 

(a) Immediately after an injury to an employee resulting in his 
death or his probable disability, his immediate superior shall make a 
report to the Secretary containing such information as the Secretary 
‘may require, and shall thereafter make such supplementary reports 
as the Secretary may require. 

(b) Whoever, being an officer or employee of the United States knowingly 
and willfully falsifies, conceals, or covers up by any trick, scheme, or 
device, a material fact in relation to the injury or death of a person com- 
pensable under the provisions of this Act or any extension or application 
thereof, or makes any false, fictitious, or fraudulent statement or repre- 
sentation, or makes or uses any false writing or document knowing the 
same to contain any false, fictitious, or fraudulent statement or entry, 
in relation to such an injury or death, or induces or compels any persons 
to forego the filing of any claim for compensation or other benefits pro- 
vided under this Act or any extension or application thereof, or retains 
any notice, report, claim, or paper, which is required to be filed under this 
Act, or any extension or application thereof, or regulations promulgated 
thereunder, shall be fined not more than $5,000 or imprisoned not more 


than two years, or both. 
~ * * * * *~ x 


SEC. 33. REPORTS; APPLICABILITY OF OTHER LAWS; ACCIDENT 
PREVENTION MEASURES 
« * * * * * * 


[(e) In order to reduce the number of accidents and injuries among 
Government officers and employees, encourage safe practices, elimi- 
nate work hazards and health risks, and reduce compensable injuries, 
the heads of the various departments and agencies are authorized and 
directed to develop, support, and foster organized safety promotion, 
and the President may also establish by Executive order a safety 
counsel composed of representatives of Government departments and 
agencies to serve as an advisory body to the Secretary in furtherance 
of the safety program carried out by the Secretary pursuant to this 
section, and the President may undertake such other measures as he 
may deem proper to prevent injuries and accidents to persons covered 
by sections 751-756, 757-791 and 793 of this title. Departments and 
other agencies of the United States shall keep such records of injuries 
and accidents to persons covered by said section, whether or not 
resulting in loss of time or the payment or funishing of benefits, and 
make such statistical or other reports and upon such forms as the 
Secretary may by regulation prescribe. ] 


O 
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DISTRICT OF COLUMBIA APPROPRIATION BILL, 1958 
June 6, 1957.—Ordered to be printed 


Mr. Pastore, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 6500] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 6500) making appropriations for the government of the Dis- 
trict of Columbia and other activities chargeable in whole or in part 
against the revenues of said District for the fiscal year ending con 
30, 1958, and for other purposes, report the same to the Senate with 
various amendments and present herewith information relative to the 
changes made: 


Amount of bill as passed House.....-.-...-.....--- $192, 530, 300 
Amount of increase by Senate (net) ............--.. 4, 052, 420 
Amount of bill as reported to Senate__.......--. 196, 582, 720 
Amount of regular and supplemental estimates for 
DU bitiam owandtcetennanndthnteaebekbh anim aat 209, 504, 800 
Amount of appropriations, 1957...........--.----- 198, 253, 379 


The bill as reported to the Senate— 
Under the estimates for 1958_.........----.--- 12, 922, 080 
Under the appropriations for 1957_.....-.---.-. 1, 670, 659 
GENERAL STATEMENT 
The bill provides a total of $196,582,720 for the 1958 expenses of 


the District of Columbia government. This sum is $1,670,659 below 
the 1957 total appropriations, is $12,922,080 below the 1958 budget 


86006 
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estimates, and $4,052,420 in excess of the House allowances. In- 
eluded in the increase recommended over the House bill is $2,715,200 
in supplemental requests not previously considered by the House. 
Percentagewise, the total recommended is 0.8 percent below the 1957 
available funds, 6.2 percent under the total budget estimates, and 2.1 
percent over the House allowance. 
A summary of the appropriation bill, by type of expenses, follows: 


1957 appro- | Senate com- | Senate in- 
priations Ee estimates; House bill |mittee recom-| crease over 

















Operating expemses_............... $150, 143, 350 | $161, 417,000 | $157,081, 300 | $159, 618, 720 $2, 537, 420 
Capital outlay... ....<c.<cotosess 48, 110, 029 48, 087, 800 35, 449, 000 36, 964, 000 1, 515, 000 
Tl nscccinuticiideihsitletasapancostenditencaiciod 198, 253, 379 | 209, 504, 800 | 192, 530, 300 | 196, 582, 720 4, 052, 420 








The major increases in operating expenses involve $1,162,500 for 
wage-scale employees and $570,000 for an expanded public-assistance 
program. For the capital outlay increases, the sum of $768,000 is 
essential for solicitation of bids and award of construction contracts 
on a new plant facility of the Washington Aqueduct, and $510,000 
is necessary for cost of designing and constructing a bridge on Park 
Road over Piney Branch to replace the existing closed structure. 

Since 1955 the capital outlay appropriations have aggregated 
$119,507,819, and with the 1958 proposal of $35,449,000, there would 
be available $154,956,819 in the 4-year period of the 10-year public 
works program initially scheduled at an estimated overall cost of 
$305,000,000. 

FEDERAL PAYMENT AND LOANS 


The committee recommends that $20,500,000 be the payment by 
the Federal Government to the general fund of the District of Colum- 
bia. This sum is $500,000 over the House allowance but $2,500,000 
below the sum authorized by the Revenue Act of 1956. In approv- 
ing the additional amount the committee recognizes that there exists 
an obligation on the part of the United States to contribute toward 
the ever-increasing expenditures of the government of the District of 
Columbia, many. of which are uncontrollable and highly essential. 
Furthermore, the committee concluded that the increased payment 
was justified in consideration of the supplemental requests submitted 
and the amendments proposed to the House bill, as well as the overall 
fiscal position of the District Government. 

The committee has agreed with the House on the Federal pay- 
ments and loans proposed to other funds, except in the highway fund 
where the loan authorization has been increased by $510,000 to 
finance the construction of a bridge on Park Road over Piney Branch, 
as a replacement of the existing closed structure. It was the unani- 
mous opinion of the committee that the estimated cost of $500,000 
for construction of a fishway at Little Falls Dam is greatly in excess 
of the original estimate of $350,000, and is quite disproportionate to 
the overall cost ($776,000) of the dam itself. Therefore, the con- 
struction of the fishway should be reevaluated and serious considera- 
tion given before any authorization is made. 
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REVENUES, OBLIGATIONS, AND SURPLUS 


In the bill recommended to the Senate the estimated surplus as of 
June 30, 1958, is $4,448,747 as compared to $2,223,167 under the 
House bill. The difference of $2,225,580 represents the increased 
fund requirements of $4,284,420 proposed in the Senate. bill ($3,284,420 
for cost of amendments, proposed and $1,000,000 reserved for supple- 
mentals) minus the $6,510,000 increased revenue availability 
($5,500,000 above the revenue estimates of April 11, 1957, $500,000 
increased Federal payment, and $510,000 in additional loan author- 
ization to the highway fund). The surpluses are distributed by funds 
as follows: 


Mendhht Tunas. il) 2 POU BE eu UW eee a $2, 350, 702 
Piimwey fumes.) i aidys woes ini edhe sedgudues cebu scudee 26, 335 
ca cic a Ni acca ace pel lea 385, 778 
ra? MUU WUT UCD TARR i es oe Mh hue aeaeees 311, 043 
Motor vehicle parking find. 20-2 eee a cel 1, 374, 889 


OPERATING EXPENSES 


Executive office—The committee recommends an appropriation of 
$369,770, an increase of $7,270 over the House allowance and $17,630 
under the budget estimates. The additional sum is required to 
enable the Board of Elections to carry out the requirements of Public 
Law 376, 84th Congress, in maintaining a permanent registry. 

Department of General Administration—The committee has ap- 
vr the sum of $4,545,000 for the operating expenses of this 

epartment in the fiscal year 1958. This sum is $20,000 over the 
House allowance, and $28,000 under the budget estimates. The 
increase proposed is considered necessary to help alleviate the in- 
creased workload in the Divisions of Administrative Services, Finance, 
Personnel and Management. 

Regulatory agencies.—The committee has approved the additional 
sum of $15,000, which added to the House allowance of $1,200,000 
will provide a total of $1,215,000 for operating costs of the 8 activities. 
The recommended allowance is $33,600 under the budget estimate of 
$1,248,600, and $134,386 above the 1957 available funds. Testimony 
presented to the committee indicated the additional sum is needed to 
cope with the workload in four activities; namely, control of alcoholic 
beverages, administration of parole laws, Wage, Safety and Hour 
Division, and filing, recording property and corporation papers. 

Department of Occupations and Professions—The committee pro- 
poses an appropriation of $294,800, the budget estimate, and an 
increase of $7,800 over the House allowance. The increase will 
provide for 2 additional positions required in the processing and issu- 
ance activity where it was indicated the workload has increased 18 
percent over the previous year. 

Public schools.—The committee recommends the appropriation of 
$37,246,050 for operating expenses of the 6 activities indicated in the 
District’s public-school system for the fiscal year 1958. This sum is 
an increase of $86,050 over the House allowance, is $543,150 below 
the revised budget estimates of $37,789,200, and is $1,749,374 in excess 
of the 1957 available funds aggregating $35,496,626. 

The additional $86,050 will provide $57,200 requested in the supple- 
mental estimate submitted to the Senate in Senate Document 42 for 
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costs ($42,000) in reallocation of 241 wage-board employees, and costs 
($17,200) in promoting 86 class 18—-B teachers to class 18-C; and 
$26,850 to provide $1,500 additional for curriculum printing, $4,950 
for group testing material, and $20,400 for instructional supplies and 
materials. 

In disapproving the request for $440,250 to provide 89 additional 
teaching positions, the committee considered the House allowance of 
175 additional positions in the supervision and instruction activity 
for the ensuing fiscal year to be sufficient to continue the improvement 
in program now under way. ‘The funds provided will also reduce the 
pupil-teacher ratio from the present 35 to 1 to the ratio of 33 to 1. 

The committee also believes that within the funds provided, school 
officials can maintain continuous reevaluation of this program for 
remedial reading and speech therapy, and also provide three additional 
teachers for extremely mentally retarded children, with the possibility 
of increasing the number of pupils now attending the Military Road 
School. 

Testimony adduced in the hearings indicated that certain improve- 
ments are necessary for continued accreditation of the teachers 
college. The committee is aware of the lack of physical facilities for 
the college. School officials are now considering plans for transferring 
the college to an existing building until such time as a new building 
can be provided. Provision of the requested additional library books 
must await this decision since space is lacking in the present college 
building. The necessary part of the printing and binding requested 
can be provided, by existing funds, as can the position of professor of 
elementary education at the graduate level. The committee feels 
certain that school officials will exercise all possible care in maintaining 
the teachers college as a completely accredited institution. 

The committee is likewise aware of the grave problem presented by 
older retarded children and children with severe behavior problems in 
the regular classrooms. The school administration should consider 
seriously some means of providing school space for this group, with 
separate classrooms for boys and girls, and with a program of instruc- 
tion geared to their abilities. 

The committee also deems it advisable for school officials to use the 
average daily membership rather than the peak enrollment figures in 
October as a basis for any compilations of school population. 

Department of Recreation.—The committee proposes the estimate of 
$2,161,000 for this Department, or an increase of $16,000 over the 
House bill, and $258,000 in excess of the current year appropriation. 
The additional sum will permit the improvement of services and pro- 
grams in 14 of the various recreation centers. 

Metropolitan Police-—The committee recommends the sum of 
$18,201,000, the budget estimate, for operating expenses of the Depart- 
ment in the fiscal year 1958. This sum is $101,000 over the House 
allowance and is $429,476 above the total comparative figure for 1957. 
The added sum will provide 24 additional full-year positions to the 
uniformed force. 

The committee agrees with the Department’s plan for separate pro- 
motional examinations for the detective force and the uniformed force, 
but feels the cost of the necessary additional official positions should 
be absorbed by funds already available. 

Department of Vocational Rehabilitation—The committee has ap- 
proved the sum of $208,500, an increase of $8,500 over the House 
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allowance. The additional sum was requested in supplemental esti-+ 
mate, Senate Document 42, and is necessary to permit the District 
to pay its share of the rehabilitation program for patients discharged 
from St. Elizabeths Hospital, as authorized by Public Law 565, 83d 
Congress. 

Courts.—The committee has approved the revised budget estimate 
of $4,534,600 for operating expenses of the courts in the fiscal year 
1958. This amount is $46,100 over the House allowance and is con- 
sidered necessary for the efficient operation of the various courts. 
The sum is to be applied as follows: 

Juvenile court, $21,900 ($13,600 for reallocations; $8,300 for 2 
positions and related costs). 

Municipal court, $21,700 ($14,410 for additional personnel and 
related costs in civil division ; $7,290 to annualize positions in domestic 
relations branch. 

Municipal court of appeals, $2,500 for equipment in the clerk’s 
office. 

Department of Public Health—The committee recommends 
$28,229,300, or an increase of $99,300 over the House allowance. 
The additional sum is needed for care of indigent patients in the con- 
tract hospitals of the District of Columbia, and such sum added to 
the House allowance will provide $1,484,800 for the fiscal year 1958. 
This amount is $439,800 shine the current-year allowance for medical 
charities. Also recommended is an increase in the inpatient per diem 
rate to $18, increase of $2 over the House bill, and $4 over the budget 
estimate. 

Department of Public Welfare-—The committee recommends an ap- 
propriation of $13,136,000 for operating expenses of the Department 
in the fiscal year 1958. This sum is an increase of $686,000 over the 
House allowance, and is considered essential for an expanded pro- 
gram of public assistance in the District. It was the feeling of the 
committee that the additional sum, of which $570,000 was submitted 
as a supplemental estimate, was sufficient to permit this important 
program to function until such time as the Commissioners oll more 
clearly determine what portion of available revenues might be appor- 
tioned to this new program. The $686,000 is distributed as follows: 


Continue payments at current level_._.......-....---22----- 22-2 Le $116, 000 
puree T0008 HrowveM<. 2 . 3k 6 a) ono econe sick dunidecnuselenee 150, 000 
Assistance payments in lieu of unpaid court orders_.....-...-------- 200, 000 
Himergency, assistance! Granta. ioiso 64 Ma seed < dene nmwenecnenenstu¥ 75, 000 
EE Ee iE CD he athe ere nk he 100, 000 
ee ee I eee a Os ee 45, 000 


The committee has restored to the bill language to enable officials 
of the Department to visit wards located outside the District of 
Columbia. 

Department of Buildings and Grounds.—The committee recommends 
$2,010,000, an increase of $10,000 over the House allowance and 
$86,000 under the budget estimate. This is the amount requested in 
Senate Document 42 for survey of electrical wiring. 

The committee has approved language to enable the Commissioners 
to determine administratively the amount to be allocated for plans 
and specifications for the various construction projects, as is the 
practice followed by executive agencies. 

Department of Highways.—The committee agrees with the House 
allowance of $7,050,000 for the Department, and has accordingly 
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disapproved the increase requested in the amount of $177,100. to 
provide $157,500 for increased contract costs and increased workload 
on street projects, and $19,600 for the purchase of driver training 
cars. However, in denying the request, the committee has no 
objection to the financing of these projects within available funds. 

Department of Vehicles and Traffiec—The committee recommends 
$1,438,000, an increase of $88,000 over the House allowance of 
$1,350,000 and a reduction of $19,000 in the budget estimate. The 
increase over the House allowance will provide for the installation of 
a central control of the District’s traffic signal system. This was 
requested as a supplemental amount in Senate Document 42. 

Motor Vehicle Parking Agency.—The committee recommends 
$602,900, an increase of $83,900 over the allowance of $519,000 and 
is in the amount of the budget estimate. This increase will cover the 
costs of the fringe parking project proposed at Michigan Avenue and 
Harewood Road Northeast (Soldiers’ Home area). 

Washington Aqueduct.—The committee recommends $2,322,000, 
an increase of $72,000 over the House bill and a reduction of $6,000 
in the budget estimate. The increase is in the amount of the supple- 
mental estimate to cover wage-board increases for employees and 
related costs. 

Natwonal Zoological Park.—The committee recommends $798,000, 
an increase of $28,000 over the House allowance of $770,000 and is 
in the amount of the budget estimate. The increase over the House 
allowance will provide for additional positions for increased workload 
and for maintaining new restroom building. 

Personal services, wage-scale employees.—The committee recommends 
$1,162,500, an increase of $1,162,500 over the House bill, and is in the 
amount of the budget estimate. This amount is necessary to pay the 
average increase of 11 cents per hour for the District regular wage- 
board employees. 

Public building construction (capital outlay).—The committee rec- 
ommends $10,733,000, an increase of $237,000 over the House bill, and 
a reduction of $3,644,800 in the estimate. ‘The $237,000 increase was 
requested in a supplemental estimate (S. Doc: 42) and is needed to 
carry out the electrical modernization program in District elementary 
and secondary schools. The total program will eventually cost 
around $810,000. 

Highway Department (capital outlay)—The committee recommends 
$15,301,000, an increase of $510,000 over the House allowance of 
$14,791,000. The proposed increase is for the construction of the 
bridge on Park Road over Piney Branch, as a replacement of the 
existing closed structure. 

Washington Aqueduct (capital outlay).—The committee recommends 
$958,000, an increase of $768,000 over the House allowance of $190,000, 
and is in the amount of the budget estimate. Testimony in the 
course of the hearings was to the effect that with this authorization 
it would be possible to advertise for bids and award a contract for con- 
struction during fiscal 1958 without expenditure of funds in 1958. 
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Calendar No. 417 


85TH CoNGRESS ' SENATE Report 
Ist Session No. 410 





PROVIDING FOR SUBMISSION BY COMMON CARRIERS TO INTER- 
STATE COMMERCE COMMISSION OF QUOTATIONS MADE TO THE 
UNITED STATES GOVERNMENT UNDER SECTION 22 OF THE 
INTERSTATE COMMERCE ACT 


JUNE 6, 1957.—Ordered to be printed 


Mr. Smatuers, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 939] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 939) to amend section 22 of the Interstate Com- 
merce Act, as amended, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

I. INTRODUCTION 


The purpose of this bill is to amend section 22 of the Interstate 
Commerce Act (49 U.S. C. 22) under which the United States Govern- 
ment and State or municipal governments are allowed free or reduced 
rates from carriers subject to the Interstate Commerce Act for the 
carriage, storage, or handling of property. In addition, the section 
allows the United States Government transportation of persons at 
free or reduced rates. 

The terms of the bill, as introduced, would limit the granting of 
such free or reduced rates to time of war or national emergency, as 
declared by Congress or the President. Further, the bill would pro- 
vide that any rates, fares, and charges, and rules, regulations, and 
practices made under section 22 “shall be conclusively presumed”’ to 
be lawful and not subject to attack, except for fraud or clerical mis- 
take, after the date of their acceptance or agreement by duly author- 
ized Government officials, Further, the measure would provide. that 
such arrangements under section 22 could be canceled upon not less 
than 90 days’ written notice by any of the parties thereto. Finally 
5. 939 would prevent consideration of the reduced rates, fares, an 
charges as evidence of lawfulness of other rates, fares, and charges 
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2 AMEND SECTION 22 OF INTERSTATE COMMERCE ACT 


and would provide that enactment of the bill would have no effect on 
transactions other than those carried out under its provisions. 

The proposal incorporating the terms of S. 939, introduced at the 
request of the Interstate Commerce Commission, is contained in 
Interstate Commerce Commission Legislative Recommendation No. 3, 
page 160, 70th Annual Report to the ‘Congress. Public hearings were 
held by the Surface Transportation Subcommittee, and all desiring to 
testify were heard. 


II. DISCUSSION OF THE POSITION OF VARIOUS GROUPS ON THE BILL 


Amendment or repeal of section 22 of the Interstate Commerce 
Act has been the subject of discussion for several years. Section 22, 
included in the original Act to Regulate Commerce of 1887, has been 
amended a number of times to allow transportation at free or reduced 
rates, of a number of classes of persons or property, among which 
traffic of the United States, State, and municipal governments is 
included. 

The lines are fairly well drawn as between interested groups in 
regard to amendment or repeal of section 22 as it applies to free or 
reduced rates for the various levels of government. Although there 
are shades of difference between positions taken by the various groups 
on the subject, those advocating and those opposing repeal or amend- 
ment have identified themselves. 

The Interstate Commerce Commission advocates amendment of 
section 22 as indicated in this bill on the ground that the reduced 
rates so obtained have a strong tendency to increase the cost of 
regulated transportation. 

Leading advocates of repeal are members of the motor carrier 
industry. Except for some household goods movers with relatively 
high rates, the truckers, represented by the American Trucking 
Associations, vigorously urge the amendment or repeal of the terms 
of section 22 under which free or reduced rates may be granted to 
governments. It is argued that it is unfair to the commercial shipper 
to allow the government to move its traffic without regulation because 
under this policy the various levels of government obtain low rates 
that must be subsidized, or the difference made up by commercial 
shippers in the form of higher rates to them. It is further argued 
that the practices under section 22 lead to destructive competition 
between carriers for government traffic, particularly for the traffic of 
the United States Government. Various shipper organizations and 
transportation policy study groups take much the same position. 

The Air Transport Association of America favors outright repeal 
of section 22 insofar as it relates to the granting of free or reduced 
rates for transportation to the United States, State, or municipal 
governments for many of the same reasons. 

The announced position of the large railroads, represented by the 
Association of American Railroads, is opposition to repeal of section 
22 in regard to free or reduced rates for government. ‘The short-line 
railroads are in disagreement on the subject. The railroads generally 
contend that as long as unregulated means of transportation are 
available to the government, and until the railroads are given oppor- 
tunity to utilize their natural advantages in competition with other 
regulated carriers, that section 22 should be available to the railroads 
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to allow them to compete for government business. The railroads 
claim that the rates accorded government under section 22 are no 
lower than comparable commodity rates granted industrial shippers. 
Both are reduced rates, it is pointed out, in the sense that they are 
lower than class rates, the use of which is generally confined to occa- 
sional or sporadic movements of traffic. 

Prudent shippers having substantial volume of traffic invariably 
secure cominadixs rates or their equivalent to avoid incurring excessive 
transportation charges. 

The Department of Defense does not favor passage of S. 939. Its 
representative pointed out in the course of his testimony that the 
Department, because of the need for speed and flexibility in moving 
traffic for the Armed Forces, and because this traffic often does not 
move in the usual commercial channels for which suitable commodity 
rates are in effect, deems it imperative that it continue to have the 
means for obtaining quick action on rate adjustments now available 
under section 22. The usual rate bureau procedure for obtaining 
such adjustments is considered too slow to meet the Department’s 
needs. 

The witness for Defense suggested in lieu of S. 939 that section 9 of 
S. 1457, 85th Congress, be substituted. That section would make 
rates on government traffic subject to all provisions of the Interstate 
Commerce Act including the requirements for filing and public 
inspection, except the long-and-short-haul clause and the terms of the 
act providing for suspension of rates. The Department of Commerce 
concurred in this suggestion and also expressed opposition to S. 939. 
The Department of Agriculture opposed the bill, stating its enactment 
would take way the flexibility in rates necessary for the handling and 
movement of agricultural products involved in the Department’s 
programs. 

General Services Administration, speaking in its capacity as traffic 
manager for much of the civilian traffic of the United States Govern- 
ment, opposed enactment of the bill. Both GSA and Defense, in 
regard to the statute of limitations governing actions on rates for the 
traffic of the United States, advocated a 2-year limitation as proposed 
in the President’s memorandum of disapproval of S. 906, 83d Congress, 
dated September 2, 1954, which was cited as the primary reason for 
opposing S. 939. As your committee has recommended legislation 
to provide such a 2-year period, it is not necessary to deal here with 
that subject. (See Rept. No. 334, 85th Cong., 1st sess., to accompany 
S. 377, dated May 17, 1957). 

The Tennessee Valley Authority expressed opposition to S. 939, 
citing the large movements of coal made on section 22 rates, and the 
— placed on such rates in making large investments in generating 
plants. 

III. LEGISLATION RECOMMENDED IN LIEU OF 8. 939 


From the record made in the hearings on S, 939, it is clear that 
traffic of the United States Government, rather than traffic for States 
or municipal governments, is the main source of controversy under 
section 22. References hereafter to ‘Government’ traffic are to 
traffic of the United States Government. 

Your committee notes that there is conflict in the testimony con- 
cerning the level of rates received by the Government under section 22. 
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Although ‘a number of witnesses alleged that the Government:received 
section 22 rates lower than rates on comparable commercial traffic, 
there is a paucity of evidence to support) these allegations. The 
Chairman of the Interstate Commerce Commission, “for instance, 
testified on behalf of the Commission that “we think the Government 
is receiving an unfair advantage’”’ under section 22 but he could offer 
no evidence to support this opinion. On the other hand, the material 
submitted for the record pertaining to rates paid on Government 
traffic and revenue earned thereon indicates in general that earnings 
to the carriers from Government traffic are equally attractive, if not 
more so, than revenue from comparable commercial traffic. This is 
apparently due to the heavier loadings and relatively longer hauls on 
much of the Government traffic. 

The record contains reference to studies by the ICC Bureau of 
Transport Economics and Statistics that show levels of section 22 
rates for several years averaged 13 to 14 percent above commodity 
rates for similar but not identical commercial traffic. Even though 
such studies are not conclusive, they indicate that Government traffic 
is not being subsidized by commercial traffic. 

Your committee after hearing all the witnesses on the subject is of 
the opinion that Government traffic is extremely attractive and is also 
highly remunerative to carriers. As pointed out in the hearings, 
without the substantial earnings from Government traffic, commercial 
rates would of necessity be higher. 

It seems fairly clear from the record that some commercial shippers, 
whose rates and earnings are among the less profitable to the carriers, 
want the Government to pay more for transportation in order that 
some relatively low commercial rates may be continued. 

Others would bring rates for Government transportation service 
under regulation because having all transportation regulated presents 
a more orderly and neater arrangement than having some regulated, 
some unregulated. Still others, whose occupation is administration of 
regulatory statutes, desire the additional responsibility and prestige 
of regulating Government traffic, despite the absence of evidence that 
regulation is necessary in the public interest. 

Your committee is of the opinion that Government with its numer- 
ous complicated operations and emergency situations needs more 
flexible and speedier means of obtaining rate adjustments than are 
offered by either rate bureaus or litigation before the Interstate 
Commerce Commission, both of which are notoriously slow and time 
consuming. Even in normal times, the patterns of Government 
traffic, the location of Government installations for the assembly, 
storage, and use of goods and supplies, and the exigencies of various 
agencies, especially those related to national defense, appear to require 
needs so different from the needs of commercial users of transportation 
and related services as to justify different treatment in the establish- 
ment of adequate and proper rates. Section 22 now allows these 
unusual needs to be met. Without section 22 Government transporta- 
tion costs would probably be substantially greater. 

At the same time, it should be noted that your committee is not 
convinced that Government agencies exercise sufficient foresight or 
use businesslike methods in securing rate adjustments from carriers. 
The committee urges that the agencies responsible for rate negotiations 
with the carriers improve their performance in this respect, As a 
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matter of Government policy, the carriers should be given opportunity 
under ordinary circumstances to exercise their managerial discretion, 
either to publish rates applicable on Government traffic in tariffs, or to 
issue them under section 22. 

Your committee is not satisfied with the estimates available on the 
cost of Government transportation. It is equally dissatisfied with 
the various estimates on additional cost to the taxpayer in the form 
of higher transportation charges that might accompany repeal of the 
free or reduced rate provisions for the Government of section 22, or 
limitation of if its use to time of war or national emergency. Accurate 
information should be assembled on these points by the agencies 
concerned. 

Further, your committee is convinced that section 22 quotations, 
or tenders, aside from those relating to matters of national security, 
should be made available for public scrutiny. Rates for Government 
traffic, like other business transactions of the Government are, in the 
absence of compelling reasons to the contrary, best handled in the 
daylight of complete publicity. Requirement for such action is 
deemed necessary here. 

In view of the record, your committee cannot approve S. 939 as 
originally introduced. ‘The provisions of the bill for limiting free or 
reduced rates on traffic for United States, State, or municipal govern- 
ments to time of war or national emergency does not seem to constitute 
necessary legislation for the reasons given previously herein. Like- 
wise, the terms of the bill that would leave these governments practi- 
cally without recourse upon acceptance of a section 22 quotation are 
certainly not in the public interest. The taxpayer, we believe, should 
not be accorded a shorter period of limitation than the 2 years 
accorded commercial shippers, 

Your committee, therefore, recommends that in lieu of S. 939, a 
new paragraph be added to section 22 of the Interstate Commerce 
Act that would require carriers to submit to the Interstate Commerce 
Commission copies of section 22 quotations simultaneously with their 
submittal to the agencies and departments of the United States 
Government. The Commission would not have any regulatory 
authority over rates made under section 22, but would be required to 
make such section 22 tenders or quotations available for public exami- 
nation. Carriers would not be required to submit to the Commission 
tenders or quotations under section 22 applicable solely for traffie of 
State or municipal governments. Nor would carriers be required to 
submit to ICC copies of such tenders or quotations, disclosure of the 
contents of which the Government agency involved indicated would 
endanger national security. 

From the public files of such quotations or tenders your committee 
requests that studies be made by the Commission and other Govern- 
ment agencies and private groups having an interest in section 22. It 
is your committee’s expectation that such studies would disclose the 
actual results of the use of section 22 as a part of the Interstate 
Commerce Act. In conducting such studies your committee points 
out that distinctions should be made between quotations and tenders 
requested by Government agencies, tenders of rates upon which traffic 
actually moved, and those quotations voluntarily offered to the 
Government. 
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IV. AGENCY COMMENTS 


The Interstate Commerce Commission, at whose request S. 939 
in its original form was introduced, favors passage of the bill to amend 
section 22 of the Interstate Commerce Act. Government agencies 
opposing S. 939 to amend section 22 include the Departments of 
Defense, Agriculture, and Commerce, General Services Administra- 
tion, Tennessee Valley Authority, and the General Accountin 
Office. The reasons for the opposition of these agencies, set fort. 
in this report, need not be repeated here. 


V. CHANGES. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing laws made by the bill are 
shown as follows (new matter is printed in italics; existing laws in 
which no change is proposed is shown in roman): 


INTERSTATE CoMMERCE Act, AS AMENDED 
+ ~ * 7 + * * 


Sec. 22. (1) That nothing in this part shall prevent the carriage, 
storage, or handling of property free or at reduced rates for the 
United States , State, or municipal governments, or for charitable 
purposes, * * * 

(2) All quotations or tenders under paragraph (1) of this section for the 
carriage, storage, or handling of property or the transportation of persons 
Sree or at reduced rates for the United States Government, or any agency 
or department thereof, including quotations for retroactive application 
whether negotiated or renegotiated after the services have been performed, 
shall be in writing or confirmed in writing and a copy or copies thereof 
shall be submitted to the Commission by the carrier or carriers offering 
such tenders or quotations in the manner specified by the Commission. 
Submittal of such quotations or tenders to the Commission shall be made 
concurrently with submittal to the United States Government, or any 
agency or department thereof, for whose account the quotations or tenders 
are offered or for which the proposed services are to be rendered. Such 
quotations or tenders shall be preserved by the Commission for public 
unspection. The provisions of this paragraph shall not apply to any 
quotation or tender which, as indicated by the United States Governanent, 
or any agency or department thereof, to any carrier or carriers, involves 
information the disclosure of which would endanger the national security. 
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AMENDING THE UNIVERSAL MILITARY TRAINING AND 
SERVICE ACT WITH REGARD TO PERSONS IN MEDICAL, 
DENTAL, AND ALLIED SPECIALIST CATEGORIES 


June 6, 1957.—Ordered to be printed 


Mr. Russett, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H, R. 6548] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 6548) to amend the Universal Military Training and Service 
Act, as amended, as regards persons in the medical, dental, and allied 
specialist categories, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 6548 is to authorize the President until July 
1, 1959, to issue special calls for physicians and dentists and other 
allied specialists who are otherwise liable for induction under the 
regular draft. Under existing law the President has no authority to 
induct persons from among the various age groups on the basis of 
their professional or technical skill. The bill will provide such special 
authority with regard to physicians and dentists and other allied 
specialists. It is expected that this legislation will operate in a manner 
similar to the doctor draft law under which commissions will be 
offered to all physicians and dentists who are qualified to receive a 
commission. 

BACKGROUND INFORMATION 


Expiration of doctor draft law 

The doctor draft law which expires July 1, 1957, was enacted Sep- 
tember 9, 1950, in order to provide a sufficient number of physicians 
and dentists to meet the needs of the Armed Forces at the outbreak 
of the Korean war. This legislation required special registration of 
physicians and dentists to age 51 and liability for induction up until 
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age 50, although this latter liability was reduced to age 46 in 1955. 
This legislation further authorized 4 priorities as a basis for calls to 
active service. 

Since the enactment of the 1950 legislation the Department of 
Defense has placed requisitions with the Selective Service System for 
a total of 10,423 physicians and 4,224 dentists. Of this number all 
but 76 served in a commissioned status. The number of annual calls 
have decreased since the peak in 1953 when requisitions were placed 
for 4,729 physicians. During fiscal year 1957 only 1,130 were called. 

As indicated below, however, it will still be necessa ry for the Armed 
Forces to obtain physicians and dentists on an involuntary basis for 
at least the next 2 fiscal years from among those who are otherwise 
liable under the regular draft. 

Need for legislation after July 1, 1957 

The Department of Defense has advised that 10,533 physicians are 
required to meet the needs of the Armed Forces based on the present 
strength level. 

if the bill were not enacted the estimated number of medical officers 
in the Department of Defense at the end of fiscal year 1958 would be 
8,192; fiscal year 1959, 5,541; fiscal year 1960, 6,014; fiscal year 1961, 
6,531. The losses would be from among those physicians now on 
duty under the doctor draft law who are not expected to remain be- 
yond their period of obligated service. It might be noted that these 
projections assume there will be a net increase in the number of career 
regular medical officers of about 500 per year. 

In order to overcome the deficit in physicians there will be a needed 
input in fiscal year 1958 of 2,400 physicians; and for the following 
fiscal years 2,700, 1,900, and 2,200 physicians. 

Department of Defense justification for number of required physicians 

The Department of Defense advises that the requirement of 10,533 
physicians on active duty is necessary in order to meet the responsibili- 
ties imposed upon the medical mission of the Armed Forces. It was 
emphasized that this mission involves not only medical care for uni- 
formed personnel but also responsibility for some 3% million other 
authorized personnel which include dependents and retired personnel. 
The demands must also be met for the specialized fields of aviation, 
submarine, and atomic medicine, handling of mass casualties, medical 
intelligence, and research on these varied activities. 

The requirement of 10,533 physicians, approximates 3.4 physicians 
per thousand troops. The ratio for fiscal year 1957 has been about 
3.4 per 1,000 troops. The 3.4 ratio recommended by the Department 
of Defense meets with the approval of the Health Resources Advisory 
Committee of the Office of Defense Mobilization, which is composed 
of civilian physicians. It should be noted that this committee in 
1954 recommended that the ratio be reduced to 3 physicians per 
1,000 troops in order to reduce calls for the older physicians then 
liable under the doctor draft. The Department of Defense advised that 
only at the end of fiscal year 1954 did the services approximate this 
ratio, but generally operated somewhat above it and with difficulty. 
It is anticipated that the exact ratio will vary from time to time due 
to the large number of volunteers who desire to enter active duty 
during the summer months following the completion of internship 
or other professional training. 
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The Department of Defense further notes that when the total nuni- 
ber of people eligible for military medical care is taken into account, 
including active duty personnel, their dependents and retired persons, 
the ratio of physicians per 1,000 people is 1.6. ‘This compares to the 
nationwide civilian ratio of physicians per 1,000 population of 1.4. 


Review of number of needed physicians 

The committee realizes that the number of physicians who may be 
called under terms of this legislation are not limited, but‘remain within 
the discretion of the Department of Defense, and that calls will be 
made for a number which will maintain an active-duty strength of 
10,533 physicians which approximates 3.4 per 1,000 troops. The com- 
mittee recommends, however, that the number of physicians on active 
duty be constantly reviewed to see that no more physicians are on 
active duty than are required to properly perform the medical missions 
of the Armed Forces. 


Requirements for dentists 

The situation with respect to dentists in the Department of Defense, 
although not as critical, is similar to that of physicians. The Depart- 
ment of Defense has a requirement for 5,662 dentists. If this bill were 
not enacted, it is estimated that the number of dentists on active duty 
at the end of fiscal year 1958 would be 4,584; and at the end of 
fiscal year 1959, 2,998. In order to meet its requirement there will be 
a needed input of dentists for the Department of Defense of 1,100 in 
fiscal year 1958 and 1,600 in fiscal year 1959. The Department of 
Defense advises it will not be necessary to issue calls for dentists 
in fiscal year 1958 since a sufficient number have already volunteered 
for active duty. 


Sufficient volunteers for fiseal year 1958 

The Department of Defense advises that no special calls for physi- 
cians or dentists will be made during the next fiscal year since there 
have been a sufficient number of “volunteer” physicians and dentists, 
who have anticipated liability under this bill, to meet the required 
input for the next fiscal year. 


TWO MAIN FEATURES OF THE BILL 


1. Authority for induction for those in medical and dental categories 

Section 4 of the bill amends the Universal Military Training and 
Service Act by authorizing the President to induct persons who are 
otherwise registered, if they are in needed medical, dental, or allied 
sporianpt categories. Under existing law the President has no au- 
thority to select from among the various age groups persons for in- 
duction on the basis of their professional abilities or skills. This sec- 
tion would provide such sutherite with respect to those who are in 
the medical, dental, or allied specialist categories. The Department 
of Defense advises that there are no plans for utilizing this provision 
except with respect to medical and dental personnel. The effect of 
this section is that young men registered and deferred from induction 
for the purpose of medical or dental training will be subject to induc- 
tion upon the completion of their professional training. If they are 
deferred past age 26 they will continue liable for induction up to age 
35 under the provisions applicable to all regular registrants. 
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2. Authority to order to active duty from a Reserve component 

The bill provides express Presidential authority (sec. 2, par. 1) to 
order any medical or dental member of a Reserve component to active 
duty for a period of 24 months if he has not already served at least 1 
year and has not passed age 35. It is expected that this legislation, 
as in the case of the doctor draft law, will operate by indirection. All 
medical and dental specialists who are commissionable will be offered 
Reserve commissions in lieu of induction. This paragraph in effect 
provides Presidential authority for their involuntary call to active 
service after they have been awarded their Reserve commissions. 
Without this language there would be no specific Presidential authority 
for call of commissioned officers and the military services would have 
to rely solely on the moral commitment of the men to voluntarily enter 
active service after they have been given a commission. If they re- 
fused there could only be the recourse of terminating their commis- 
sions and inducting them as enlisted men. 


CONTINUATION OF OTHER FEATURES OF EXISTING LAW 


The provisions listed below are contained substantially in the exist- 
ing doctor draft law which expires July 1, 1957. They would be con- 
tinued under this bill as a necessary part of administering a special 
program for calls for medical and dental personnel. 


1. Physical disqualification 

The bill provides that no medical, dental, or allied specialist will be 
inducted if he has applied for appointment as a Reserve officer in such 
categories and is or has been rejected on the sole ground of physical 
disqualification. A similar provision applicable only to special 
registrants 35 years of age or older is now contained in the doctor draft 
law. The bill broadens this provision to include all medical and dental 
specialists since it is believed fair that once rejected on physical 
grounds a physician or dentist should not remain potentially liable for 
induction and service until he reaches age 35. 


2. Opportunity to resign Reserve commissions 

The bill provides that medical and dental specialists who serve on 
active duty for a period of 12 months or more should be afforded an 
opportunity to resign their Reserve commissions upon release from 
active duty unless they are otherwise obligated by law or contract to 
serve on active duty or in the Reserve components. 

This provision is necessary since under existing law persons initially 
inducted, enlisted, or appointed over age 26 do not incur a Reserve 
obligation. This provision will assure that physicians and dentists 
who are initially appointed past age 26 will be allowed to resign their 
commissions unless otherwise obligated. There is a similar provision 
in the doctor draft law which expires July 1, 1957. 


8. Volunteer service 

The bill reenacts a provision of the existing doctor draft law relating 
only to physicians and dentists which requires that where these persons 
meet the qualifications for Reserve commissions in the military depart- 
ments and where there is a need for their services they will be permitted 
to volunteer for a period of active duty for not less than 24 months, 
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4. Continuation of National Advisory Committee 

The bill continues the statutory authority (otherwise expiring on 
July 1, 1957) for the National Advisory Committee which was estab- 
lished in the original Doctor Draft Act of September 9, 1950, for the 
purpose of advising the Selective Service System as to the physicians 
and dentists who should be called under the Doctor Draft Act, taking 
into account the needs of the civilian population in the community 
from which the physicians and dentists would be taken. The National 
Advisory Committee was later given the authority to make recom- 
mendations with respect to the number of persons who should be in 
the residency training programs of the Armed Forces and also to make 
recommendations with respect to physicians and dentists who are 
faculty members or engaged in essential research. 


5. Authority for conferring appropriate rank 

The bill provides that physicians and dentists may be appointed or 
promoted under Presidential regulations to a rank commensurate with 
their professional education and ability. This authority is now con- 
tained. in the expiring doctor draft law. It is expected that the 
Department of Defense will continue to appoint physicians and den- 
tists to various commissioned ranks based on their number of years of 
civilian practice. 
6. Authority to utilize physicians and dentists in an enlisted grade 

The bill contains language which provides that persons in the medi- 
cal or dental categories may be used in a professional capacity in an 
enlisted grade if they refuse to accept or fail to qualify for a commis- 
sion. ‘This provision is contained in the existing doctor draft law. 


TERMINATION OF LEGISLATION JULY 1, 1959 


The bill provides that its authority will terminate on July 1, 1959. 
This date was inserted in order to coincide with the termination date 
for induction under the regular draft laws. At that time there will be 
an opportunity for the Congress to review not only the extension of 
the regular draft law but also the necessity for continuing the special 
authority with respect to medical, dental, and allied specialists. 


SECTIONAL ANALYSIS 


Section 1. Physical disqualification 

This section provides that no medical, dental, or allied specialist will 
be inducted if he has applied for appointment as a Reserve officer in 
one of such categories and is or has been rejected on the sole ground of a 
physical disqualification. The minimum physical standards for 
appointment as a Reserve medical or dental officer have been suffi- 
ciently low to assure that a person once disqualified most probably 
will fail to meet the requirements at a future date. .This section gives 
the-assurance to the individual that he will not remain subject to 
induction. The existing doctor draft law provides that any person aged 
35 or over who has been refused a Reserve commission on the basis of 
physical disqualification will not be subject to further induction. 
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Section 2. (1) Authority for call of Reserve officers 
‘This subsection authorizes the President to involunatrily call to 
active duty for a period not to exceed 24 months any medical, dental, 
or allied specialist officer who has not attained his 35th birthday and 
who has not already served at least 1 year on active duty. This pro- 
vision is necessary since there would otherwise be no specific authority 
to involuntarily call to active duty medical or dental officers who 
accepted a commission in lieu of induction. As has been the practice 
under the doctor draft law the plans for implementing this bill would 
be to extend Reserve commissions to all medical and dental specialists 
who are commissionable. The only ones who would be inducted in 
an enlisted status would be those who refuse to accept the commission 
or who are otherwise disqualified from being a commissioned officer. 
This paragraph contains further language which states that there 
is no intention ot limit the aurhority to recall members of the Reserve 
components in times of war or national emergency under section 
672, title 10, United States Code. 


Section 2. (2) Exclusion of periods in student programs 

Paragraph (2) provides that student programs prior to the receipt 
of the appropriate professional degree and intern training shall be 
excluded from the computation of active duty in paragraph (1) with 
regard to the 24-month period of active service and also in the compu- 
tation of the 1 year already performed which would exclude the person 
from recall. This exclusion is now contained in existing law which 
will expire July 1, 1957. 

Section 2. (3) Opportunity to resign Reserve commission 

Paragraph (3) provides that medical and dental specialists who 
serve on active duty for a period of 12 months or more shall be afforded 
an opportunity to resign their Reserve commissions upon release from 
active duty unless they are otherwise obligated by law or contract to 
serve on active duty or in the Reserve components. 

This provision is necessary since under existing law persons initially 
inducted, enlisted, or appointed over age 26 do not incur a Reserve 
obligation. This provision will assure that physicians and dentists 
who are initially appointed past age 26 will be allowed to resign their 
commissions unless otherwise obligated. There is a similar provision 
in the doctor draft law which expires July 1, 1957. 


Section 2. (4) Volunteer service 

Paragraph (4) is a restatement of a provision of the doctor draft law 
which expires July 1, 1957. This paragraph which relates only to 
physicians and dentists, requires that where these persons meet the 
qualifications for Reserve commissions in the military departments 
and where there is a need for their services they will be permitted to 
volunteer for a period of active duty for not less than 24 months. 


Section 3. National Advisory Committee 

Section 3 continues the statutory authority (otherwise expiring on 
July 1, 1957) for the National Advisory Committee which was estab- 
lished in the original Doctor Draft Act of September 9, 1950, for the 
purpose of advising the Selective Service System as to the physicians 
and dentists who should be called under the Doctor Draft Act, taking 
into account the needs of the civilian population in the community 
from which the physicians and dentists would be taken. The National 
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Advisory Committee was later given the authority to make recom- 
mendations with respect to the number of persons who should be in 
the residency training programs of the armed forces and also to make 
recommendations with respect to physicians and dentists who are 
faculty members or engaged in essential research. 

The amendments in subsections (a) and (b) are technical. The 
word ‘“‘thirty-fifth” is inserted for the word “fifty-first” in order to 
have the duties of the National Advisory Committee comply with the 
age limits newly established under the bill. 


Section 4. Authority to induct on the basis of professional qualifications 

This section provides the authority for the President to induct per- 
sons qualified in needed medical, dental, or allied specialist categories 
pursuant to requisition submitted by the Secretary of Defense. Under 
existing law the President is authorized to order the induction of indi- 
viduals by age group or age groups, He does not have the authority, 
however, on the basis of their professional or technical skills. ‘This 
section extends such authority to those individuals in the medical, 
dental, or allied specialist categories, It should be emphasized that 
the authority to induct relates only to those who are registered as 
regular registrants under section 3 of the Universal Military Training 
and Service Act as amended. 

This section also contains language which will permit a person who 
could not otherwise become a commissioned officer on the ground that 
he is not a citizen or has not made a declaration of intent to become 
a citizen, to take an oath of obedience in lieu of the oaths ordinarily 
required by statute for those appointed as commissioned officers. 
This language is identical to that contained in the Doctor Draft 
Act expiring July 1, 1957. The original reasons for permitting aliens 
to take a special oath is that in many cases they cannot subscribe to 
the oath of allegiance without risking loss of citizenship in their home 
countries, 


Section 5. Authority for conferring appropriate rank 

This section provides that physicians and dentists may be appointed 
or promoted under Presidential regulations to a rank commensurate 
with their professional education and ability. This authority is now 
contained in the expiring doctor draft law. It is expected that the 
Department of Defense will continue to appoint physicians and 
dentists to various commissioned ranks based on their number of 
years of civilian practice. 
Authority to utilize physicians and dentists in an enlisted grade 

Section 5 contains language which provides that persons in the 
medical or dental categories may be used in a professional capacity in 
an enlisted grade if they refuse to accept or fail to qualify for com- 
mission. This provision is contained in the existing doctor draft law. 
Section 6. Exclusion of student and intern time for veterans’ exemption 

Section 6 excludes periods of active duty performed by medical or 
dental specialists in student or intern programs for the purposes of 
including such duty under the draft provisions relating to veterans’ 
exemptions. 
Section 7. Expression of policy on student deferments 

Section 7 reenacts the provision which has been contained in the 
Doctor Draft Act since September 9, 1950, which expresses the sense 
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of the Congress that the Director of Selective Service should maintain 
the deferment of premedical, predental, and other allied specialist 
students at levels determined by the Director of Selective Service. 


Section 8. Termination of Doctor Draft Act 

This section provides that the Doctor Draft Act as amended (act 
of September 9, 1950) will terminate at the close of June 30, 1957, 
except for sections 3 and 5 of the 1950 legislation. Section 3 provides 
for the interservice transfer authority for medical officers of the Armed 
Forces. Section 5 provides that persons inducted under that act will 
not be entitled to receive the special pay authorized for physicians 
and dentists. 


Section 9. Termination date 

In order that the authority under this legislation terminates at the 
same time as the authority for induction under the regular draft laws 
the termination date of July 1, 1959, is provided. Separate termi- 
nation authority for this act is necessary since those physicians and 
dentists over 26 who have been deferred would continue to be liable 
for induction after July 1, 1959, under the existing regular draft laws. 
The authority for inductions under the regular draft law terminates 
on July 1, 1959, only with respect to those who have not been deferred 
past age 26. Under section 17 (c) of the Universal Military Training 
and Service Act those who were deferred would continue to be liable 
for induction. Section 9 therefore will enable the Congress to com- 
pletely review the need for special calls for medical and dental 
specialists at the same time the authority expires for the induction of 
regular registrants. 


DEPARTMENTAL RECOMMENDATION—BUDGET DATA 


This legislation is recommended by the Department of Defense as 
part of its legislative program, and has the approval of the Bureau 
of the Budget as shown by the attached letter which is hereby made 
a part of this report. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., March 28, 1957. 
Hon. Ricuarp M. Nixon, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of pro- 
posed legislation to amend the Universal Military Training and Service 
Act, as amended. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and it has been approved by the Bureau of the 
Budget. The Department of the Army has been designated as the 
representative of the Department of Defense for this legislation. It 
is recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to amend the Universal 
Military Training and Service Act to provide authority for the 
President to issue special calls for physicians and dentists and allied 
specialists for duty in the Armed Forces in lieu of calls under the 
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so-called Doctor Draft Act, which is scheduled to expire on July 1, 
1957. This legislation if enacted will permit special calls for this 
category of personnel to be made from those persons who are otherwise 
liable for induction under the regular draft. ; 

The proposed legislation also continues the provision that physi- 
cians, dentists, and allied specialists who are not citizens of the United 
States, or who have not made a declaration of intent to become citi- 
zens, except for the provisiotis: of section 314:of the Immigration and 
Nationality Act (66 Stat. 163, 241), will not be ineligible for appoint- 
ment as commissioned officers by reason of that fact and may, in lieu 
of the oath prescribed, take such oath of service and obedience as the 
Secretary of Defense may prescribe. 

The proposed legislation also continues the current provisions of the 
Universal Military Training and Service Act which permits needed 
physicians, dentists, or allied specialists, who refuse or who are ineli- 
gible for commissions or whose commissions are terminated, to be used 
in their professional capacity in an enlisted grade. 

The proposed legislation would take effect July 1, 1957, upon the 
expiration of the current Doctor Draft Act. 

The Department of Defense believes that this legislation is essential 
if the Army, Navy, and Air Force'are to continue to maintain sufficient 
numbers of well-qualified physicians, dentists, and allied specialists to 
meet their requirements. 


COST AND BUDGET DATA 


No additional expense will result from the enactment of this legis- 
lation. 
Sincerely yours, 
(Signed) Wiuiser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with: subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows: Existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman: 

The Universal Military Training and Service Act, as amended, as 
regards persons in the medical, dental, and allied specialist categories, 
is amended as follows: 


Sec. 4. (a) TRAINING AND SERVICE IN GENERAL.—Except 
as otherwise provided in this title, every male citizen of the 
United States and every male alien admitted for permanent 
residence, who is between the ages of eighteen years and six 
months and twenty-six years, at the time fixed for his regis- 
tration, or who attains the age of eighteen years and six 
months after having been: required to register pursuant.to 
section 3 of this title, or who is otherwise liable as provided 
in section 6 (h) of this title, shall be liable for training and 
service in the Armed Forces of the United States: Provided, 
That each registrant shall be immediately liable for classifica- 
tion and examination, and shall, as soon as practicable follow- 
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ing his registration, be so classified and examined, both 
physically and mentally, in order to determine his availability 
for induction for training and service in the Armed Forces: 
Provided further, That any male alien who is between the ages 
of eighteen years and six months and twenty-six years, at the 
time fixed for registration, or who attains the age of eighteen 
years and six months after having been required to register 
pursuant to section 3 of this title, or who is otherwise liable 
as provided in section 6 (h) of this title, who has remained 
in the United States in a status other than that of a per- 
manent resident for a period exceeding one year (other than 
an alien exempted from registration under this title and 
regulations prescribed thereunder) shall be liable for training 
and service in the Armed Forces of the United States, except 
that any such alien shall be relieved from liability for train- 
ing and service under this title if, prior to his induction into 
the Armed Forces he has made application to be relieved 
from such liability in the manner prescribed by and in ac- 
cordance with rules and regulations prescribed by the Presi- 
dent; but any alien who makes such application shall there- 
after be debarred from becoming a citizen of the United 
States. The President is authorized, from time to time, 
whether or not a state of war exists, to select and induct into 
the Armed Forces of the United States for training and 
service in the manner provided in this title (including but 
not limited to selection and induction by age group or age 
groups) such number of persons as may be required to pro- 
vide and maintain the strength of the Armed Forces. 

At such time as the period of active service in the Armed 
Forces required under this title of persons who have not 
attained the nineteenth anniversary of the day of their birth 
has been reduced or eliminated pursuant to the provisions 
of section 4 (k) of this title, and except as otherwise provided 
in this title, every male citizen of the United States who is 
required to register under this title and who has not attained 
the nineteenth anniversary of the day of his birth on the 
date such period of active service is reduced or eliminated, 
or who is otherwise liable as provided in section 6 (h) of this 
title, and every male alien admitted for permanent residence 
who is required to register under this titie and who has not 
attained the nineteenth anniversary of the day of his birth 
on the date such period of active service is reduced or elimi- 
nated, or who is otherwise liable as provided in section 6 (h) 
of this title, shall be liable for training in the National Secur- 
ity Training Corps: Provided, That any male alien who is 
required to register under the provisions of this title and 
who has not reached the nineteenth anniversary of the date 
of his birth on the date such period of active service is 
reduced or eliminated, or who is otherwise liable as provided 
in section 6 (h) of this title, who has remained in the United 
States in a status other than that of a permanent resident 
for a period exceeding one year shall be liable for training 
in the National Security Training Corps except that any 
such alien shall be relieved from such training under this 
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title if prior to his induction into the National Security 
Training Corps he has made application to be relieved from 
such liability in the manner prescribed by and in accordance 
with rules and regulations prescribed by the President, but 
any alien who makes such application shall thereafter be 
debarred from becoming a citizen of the United States: 
Provided further, That persons deferred under the provisions 
of section 6 of this title shall not be relieved from liability 
for induction into the National Security Training Corps 
solely by reason of having exceeded the age of nineteen years 
during the period of such deferment. The President is 
authorized, from time to time, whether or not a state of war 
exists, to select and induct for training in the National 
Security Training Corps as hereinafter provided such num- 
ber of persons as may be required to further the purposes. of 
this title. 

No person shall be inducted into the Armed Forces for 
training and service or shall be inducted for training in the 
National Security Training Corps under this title until his 
acceptability in all respects, including his physical and mental 
fitness, has been satisfactorily determined under standards 
prescribed by the Secretary of Defense: Provided, That the 
minimum standards for physical acceptability established 
pursuant to this subsection shall not be higher than those 
applied to persons inducted between the ages of eighteen and 
twenty-six in January 1945: Provided further, That the 
passing requirement for the Armed Forces Qualification Test 
shall be fixed at a percentile score of 10 points. 

No persons shall be inducted for such training and service 
until adequate provision shall have been made for such 
shelter, sanitary facilities, water supplies, heating and light- 
ing arrangements, medical care, and hospital accomodations 
for such persons as may be determined by the Secretary of 
Defense or the Secretary of the Treasury to be essential to 
the public and personal health. 

The persons inducted into the Armed Forces for training 
and service under this title shall be assigned to stations or 
units of such forces. Persons inducted into the land forces 
of the United States pursuant to this title shall be deemed to 
be members of the Army of the United States; persons 
inducted into the naval forces of the United States pursuant 
to this title shall be deemed to be members of the United 
States Navy or United States Marine Corps or the United 
States Coast Guard, as appropriate; and persons inducted 
into the air forces of the United States pursuant to this title 
ae be deemed to be members of the Air Force of the United 

tates. 

Every person inducted into the Armed Forces pursuant to 
the authority of this subsection after the date of enactment 
of the 1951 amendments to the Universal Military Training 
and Service Act shall, following his induction, be given full 
and adequate military training for service in the armed 
force into which he is inducted for a period of not less than 
four months, and no such person shall, during this four 
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months’ period, be assigned for duty at any installation 
located on land outside the United States, its territories and 
possessions (including the Canal Zone) ; and no other member 
of the Armed Forces of the United States who is enlisted, 
inducted, appointed, or ordered to active duty after the date 
of enactment of the 1951 amendments to the Universal Mili- 
tary Training and Service Act shall be assigned to duty at 
any installation located on land outside the United States, 
its Territories and possessions (including the Canal Zone), 
until he has had the equivalent of at least four months of 
basic training: Provided, That no funds appropriated by the 
Congress shall be used for the purpose of transporting or 
maintaining in violation of the provisions of this paragraph 
any person inducted into, or enlisted, appointed, or ordered 
to active duty in, the Armed Forces under the provisions of 
this title. 

No person, without his consent, shall be inducted for train- 
ing and service in the Armed Forces or for training in the 
National Security Training Corps under this title, except as 
otherwise provided herein, after he has attained the twenty- 
sixth anniversary of the day of his birth. 

No person mm. the medical, dental, and. allied specialist cate- 
gories shall be inducted under the provisions of this subsection if 
he applies or has applied for an appointment as a Reserve officer 
in one of the Armed Forces in any of such categories and is or has 
been rejected for such appointment on the sole ground of a 
physical disqualification. 

No member of the Armed Forces shall be restricted or pre- 
vented from communicating directly or indirectly with any 
Member or Members of Congress concerning any subject 
unless such communication is in violation of law, or in viola- 
tion of regulations necessary to the security and safety of the 
United States. 

Sec. 4. Any person now serving on active duty who was 
required to register under the provisions of subsection 4 (i) 
of the Universal Military Training and Service Act, as 
amended, or who, but for membership in a reserve compon- 
ent of the Armed Forces of the United States, would have 
been required to register under said subsection, and, who, on 
the basis of active service, as defined in section 4 (i) of the 
Universal Military Training and Service Act, as amended, 
rendered prior to the date of his latest entry on active duty, 
would not, on July 1, 1953, be subject to induction or order 
to active duty as a member of a reserve component of the 
Armed Forces of the United States, shall, if he makes appli- 
eation therefor, be released to inactive duty, discharged, or 
afforded an opportunity to resign his commission, as other- 
wise provided in the Act of September 9, 1950, as amended, 
as soon as practicable, but in no event later than ninety days 
after the effective date of this amendatory Act: Provided, 
That no person required to register under section 3 of the 
Universal Military Training and Service Act, as amended, 
shall have his commission terminated under the provisions of 
the Act of September 9, 1950, as amended. 
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“(7) (1) The President may order to active duty (other than 
for training), as defined in section 101.(22) af title 10, United 
States Code, for a period of not more than twenty-four consecu- 
tive months, with or without his consent, any member of a re- 
serve component of the Armed Forces of the United States who 
is in a medical, dental, or allied specialist category, who has not 
attained the thirty-fifth anniversary of the date of his birth, and 
has not performed at least one year of active duty (other than for 
training). This subsection does not affect or limit the authority 
to order members of the reserve components to, active duty con- 
tained in séction 672 of title 10, United States Code 

(2) For purposes of computation of the periods of actire duty 
(other than for training) referred to in subsection (1), credit shall 
be given for all periods of one day or more performed under 
competent orders, except that no credit shall be allowed for periods 
spent in student programs prior to receipt of the appropriate 
professional degree or in intern training. 

(3) Any person who is called or ordered to actiwe duty (other 
than for training) from a reserve component of the Armed Forces 
of the United States after September 5, 1950, and thereafter 
serves on active duty (other ie for training) as a medical, 
dental, or allied specialist for a period of twelve months or more 
shall, upon release from active duty or within siz months there- 
after, be afforded an opportunity to resign his commission from 
the reserve component of which he is a member unless he is 
otherwise obligated to serve on active military training and 
service in the Armed Forces or in training in a reserve com- 
ponent by law or contract. 

(4) Any physician or dentist who meets the qualifications for 
a Reserve commission in the respective military department shall, 
so long as there is a need for the services of such a physician or 
dentist, be afforded an opportunity to volunteer for a period of 
active duty (other than for training) of not less than twenty-four 
months. Any physician or dentist who so volunteers his service, 
and meets the qualifications for a Reserve commission shall be 
ordered to active duty (other than for training) for not less than 
twenty-four months, notwithstanding the grade or rank to which 
such physician or dentist is entitled. 

Sec. 4 (j) The President shall establish a National Advi- 
sory Committee which shall advise the Selective Service 
System and shall coordinate the work of such State and local 
volunteer advisory committees as may be established to co- 
operate with the National Advisory Committee, with re- 
spect to the selection of needed medical and dental and allied 
specialist categories of persons [as referred to in subsection 
(i). The members of the National Advisory Committee 
shall be selected from among individuals who are outstand- 
ing in medicine, dentistry, and the sciences allied thereto, 
but except for the professions of medicine and dentistry, it 
shall be mandatory that all such fields of endeavor be repre- 
sented on the committee. 

In the performance of their functions, the National Advi- 
sory Committee and the State and local volunteer advisory 
committees shall give appropriate consideration to the re- 
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spective needs of the Armed Forces and of the civilian popu- 
lation for the services of medical, dental, and allied specialist 
personnel; and, in determining the medical, dental, and allied 
specialist personnel available to serve the needs of any com- 
munity, such committees shall give appropriate considera- 
tion to the availability in such community of. medical, dental, 
and allied specialist personnel who have attained the [fifty- 
first] thirty-fifth anniversary of their birth. 
Sec. 5. (a) Setection.—The selection of persons for 
training and service under section 4 shall be made in an im- 
artial manner, under such rules and regulations as the 
resident may prescribe, from the persons who are liable for 
such training and service and who at the time of selection 
are registered and classified, but not deferred or exempted: 
Provided, That in the selection of persons for training and 
service under this title, and in the interpretation and execu- 
tion of the provisions of this title, there shall be no discrim- 
ination against any person on account of race or color: Pro- 
vided further, That in the classification of registrants within 
the jurisdiction of any local board, the registrants of any 
particular registration may be classified, in the manner pre- 
scribed by and in accordance with rules and regulations pre- 
scribed by the President, before, together with, or after the 
registrants of any prior registration or registrations; and in 
the selection for induction of persons within the jurisdiction 
of any local board and within any particular classification, 
persons who were registered at any particular registration 
may be selected, in the manner prescribed by and in accord- 
ancé with rules and regulations prescribed by the President, 
before, together with, or after persons who were registered 
at any prior registration or registrations: [And provided fur- 
ther, That nothing herein shall be construed to prohibit the 
selection or induction of persons by age group or groups 
under rules and regulations prescribed by the President:] 
Provided further, That nothing herein shall be construed to pro- 
hibit the President, under such rules and regulations as he may 
prescribe, from providing for the selection or induction of per- 
sons by age group or groups or from providing for the selection 
or induction of persons qualified in needed medical, dental, or 
allied specialist categories pursuant to requisitions submitted 
by the Secretary of Defense: And provided further, That, not- 
withstanding any other provision of law, except section 314 of 
the Immigration and Nationality Act (8 U. 8. C. 1425), no 
person who is qualified in a needed medical, dental, or allied 
specialist category, and who is liable for induction under sec- 
tion 4 of this title, shall be held to be ineligrble for appointment 
as a commissioned officer of an Armed Force of the United 
States on the sole ground that he is not a citizen of the United 
States or has not made a declaration of intent to become a citi- 
zen thereof, and any such person who is not a citizen of the 
United States and who is appointed as a commissioned officer 
may, in-lieu of the oath prescribed by section 1757 of the Revised 
Statutes, as amended (6 U.S. C. 16), take such oath of service 
and obedience as the Secretary of Defense may prescribe: And 
provided further, That— 











AMENDING MILITARY TRAINING AND SERVICE ACT 


(1) no local board shall order for induction for. train- 
ing and service in the Armed Forces of the United States 
any person who has not attained the age of nineteen 
unless there is not within the jurisdiction of such local 
board a sufficient number of persons who are deemed by 
such local board to be available for induction and who 
have attained the age of nineteen to enable such local 
board to meet a call for men which it has been ordered 
to furnish for induction; and 

(2) no local board shall order for induction for 
training and service in the Armed Forces of the United 
States any person who has not attained the age of 
nineteen, if there is any person within the jurisdiction 
of such local board who (i) is as much as ninety days 
older, (ii) has not attained the age of nineteen, and 
(iii) is deemed by the local board to be available for 
induction. 

(b) Quoras.—Quotas of men to be inducted for training 
and service under this title shall be determined for each 
State, Territory, possession, and the District of Columbia, 
and for subdivisions thereof, on the basis of the actual number 
of men in the several States, Territories, possessions, and 
the District of Columbia, and the subdivisions thereof, who 
are liable for such training and service but who are not 
deferred after classification, except that credits shall be 
given in fixing such quotas for residents of such subdivisions 
who are in the armed forces of the United States on the date 
fixed for determining such quotas. After such quotas are 
fixed, credits shall be given in filling such quotas for residents 
of such subdivisions who subsequently become members of 
such forees. Until the actual numbers necessary for deter- 
mining the quotas are known, the quotas may be based on 
estimates, and subsequent adjustments therein shall be made 
when such actual numbers are known. All computations 
under this subsection shall be made in accordance with such 
rules and regulations as the President may prescribe. 

(c) Notwithstanding any other provision of law, any qualified 
person who— 

(1) is liable for induction; or 

(2) as a member of a reserve component is ordered to 
active duty, as a physician, or dentist, or in an allied 
specialist category in the Armed Forces of the United 
States, shall, under regulations prescribed by the President, 
be appointed, reappointed, or promoted to such grade or 
rank as may be commensurate with his professional educa- 
tion, experience, or ability: Provided, That any person in a 
needed medical, dental, or allied specialist category who 
Jails to qualify for, or who does not accept, a commission, 
or whose commission has been terminated, may be used in 
his professional capacity in an enlisted grade. 

Sec. 6. (a) EXEMPTIONS FROM REGISTRATION AND SERV- 
1cE.—Commissioned officers, warrant officers, pay clerks, 
enlisted men, and aviation cadets of the Regular Army, the 
Navy, the Air Force, the Marine Corps, the Coast Guard, 
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the Coast and Geodetic Survey and the Public Health 
Service; cadets, United States Military Academy; midship- 
men, United States Navy; cadets, United States Coast Guard 
Academy; midshipmen, Merchant Marine Reserve, United 
States Naval Reserves; students enrolled in an officer pro- 
curement program at military colleges the curriculum of 
which is approved by the Secretary of Defense; members of 
the reserve components of the Armed Forces, the Coast 
Guard, and the Public Health Service, while on active duty; 

and foreign diplomatic representatives, technical attachés of 
foreign embassies and legations, consuls general, consuls, 
vice consuls and other consular agents of foreign countries 
who are not citizens of the United States, and members of their 
families, and persons in other categories to be specified by 
the President who are not citizens of the United States, shall 
not be required to be registered under section 3 and shall be 
relieved from liability for training and service under section 4, 
except that aliens admitted for permanent residence in the 
United States shall not be so exempted. Any person who 
subsequent to June 24, 1948, serves on active duty for a 
period of not less than eighteen months in the armed forces 
of a nation with which the United States is associated in 
mutual defense activities as defined by the President, may 
be exempted from training and service, but not from registra- 
tion, in accordance with regulations prescribed by the Presi- 
dent, except that no such exemption shall be granted to any 
person who is a national of a country which does not grant 
reciprocal privileges to citizens of the United States: Pro- 
vided, That any active duty performed prior to June 24, 1948, 
by a person in the armed forces of a country allied with the 
United States during World War II and with which the 
United States is associated in such mutual defense activities, 
shall be credited in the computation of such eighteen-month 
period. 

(b) Vererans’ ExeEMptTions.—(1) No person who served 
honorably on active duty between September 16, 1940, and 
the date of enactment of this title for a period of twelve 
months or more, or between December 7, 1941, and Septem- 
ber 2, 1945, for a period in excess of ninety days, in the Army, 
the Air Force, the Navy, the Marine Corps, the Coast Guard, 
the Public Health Service, or the armed forces of any country 
allied with the United States in World War II prior to Sep- 
tember 2, 1945, shall be liable for induction for training and 
service under this title, except after a declaration of war or 
national emergency made by the Congress subsequent to the 
date of enactment of this title. 

(2) No person who served honorably on active duty be- 
tween September 16, 1940, and the date of enactment of this 
title for a period of ninety days or more but less than twelve 
months in the Army, the Air Force, the Navy, the Marine 
Corps, the Coast Guard, the Public Health Service, or the 
armed forces of any country allied with the United States in 
World War II prior to September 2, 1945, shall be liable for 
induction for training and service under this title, except 
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after a declaration of war or national emergency made by 

the ve subsequent to the date of enactment of this 

title, if— 
(A) the local board determines that he is regularly 
enlisted or commissioned in any organized unit of a 
reserve component of the armed force in which he served, 
provided such unit is reasonably accessible to such per- 
son without unduly interrupting his normal pursuits and 
activities (including attendance at a college or university 
in which he is regularly enrolled), or in a reserve com- 
ponent (other than in an organized unit) of such armed 
force in any case in which enlistment or commission in 
an organized unit of a reserve component of such armed 
force is not available to him; or 

(B) the local board determines that enlistment or 
commission in a reserve component of such armed force 
is not available to him or that he has voluntarily enlisted 
or accepted appointment in an organized unit of a re- 
serve component of an armed force other than the armed 
force in which he served. 

Nothing in this paragraph shall be deemed to be applicablé 
to any person to whom paragraph (1) of this subsection is 
applicable. 

(3) Except as provided in section 4 (i) of this Act, and not- 
withstanding any other provision of this Act, no person who 
(A) has served honorably on active duty after September 16, 
1940, for a period of not less than one year in the Army, the 
Air Force, the Navy, the Marine Corps, or the Coast Guard 
or (B) subsequent to September 16, 1940, was discharged 
for the convenience of the Government after having served 
honorably on active duty for a period of not less than six 
months in the Army, the Air Force, the Navy, the Marine 
Corps, or the Coast Guard, or (C) has served for a period of 
not less than twenty-four months (i) as a commissioned officer 
in the Public Health Service or (ii) as a commissioned officer 
in the Coast and Geodetic Survey, shall be liable for induc- 
tion for training and service under this Act, except after a 
declaration of war or national emergency made by the 
Congress subsequent. to the date of enactment of this title. 

(4) No person who is honorably discharged upon the com- 
pletion of an enlistment pursuant to section 4 (c) or section 
4 (g) shall be liable for induction for training and service 
under this title, except after a declaration of war or national 
emergency made by the Congress subsequent to the date of 
enactment of this title. 

(5) For the purposes of computation of the periods of 
active duty referred to in paragraphs (1), (2), or (3) of this 
subsection, no credit shall be allowed for— 

(A) periods of active duty training performed as a 
member of a reserve component pursuant to an order 
or call to active duty solely for training purposes; 

(B) periods of active duty in which the service con- 
sisted solely of training under the Army specialized 
training program, the Army Air Force college training 
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program, or any similar program under the jurisdiction 
of the Navy, Marine Corps, or Coast Guard; 

(C) periods of active duty as a cadet at the United 
States Military Academy or United States Coast Guard 
Academy, or as a midshipman at the United States 
Naval Academy, or in a preparatory school after nom- 
ination as a principal, alternate, or candidate for ad- 
mission to any of such academies; [or] 

(D) periods of active duty in any of the armed forces 
while being processed for entry into or separation from 
any educational program or institution referred to in 
paragraphs (B) or (C)[.]; or 

(EL) periods of active duty performed by medical, dental, 
or allied specialists in student programs prior to receipt 
of the appropriate professional degree or in intern train- 
ang. 
oe ~ + + * 

Sec. 6. (d) OrricERS’ TRAINING; DEFERMENT OF STUDENTS 
AUTHORIZED.—(1) Within such numbers as may be prescribed 
by the Secretary of Defense, any person who (A) has been or 
may hereafter be selected for enrollment or continuance in 
the senior division, Reserve Officers’ Training Corps, or the 
Air Reserve Officers’ Training Corps, or the Naval Reserve 
Officers’ Training Corps, or the naval and Marine Corps 
officer candidate training program established by the Act 
of August 13, 1946 (60 Stat. 1057), as amended, or the 
Reserve officers’ candidate program of the Navy, or the 
platoon leaders’ class of the Marine Corps, or the officer 
procurement programs of the Coast Guard and the Coast 
Guard Reserve, or appointed an ensign, United States Naval 
Reserve, while undergoing professional training; (B) agrees, 
in writing, to accept a commission, if tendered, and to serve, 
subject to order of the Secretary of the military department 
having jurisdiction over him (or the Secretary of the Treasury 
with respect to the United States Coast Guard), not less than 
two years on active duty after receipt of a commission; and 
(C) agrees to remain a member of a regular or reserve com- 
ponent until the eighth anniversary of the receipt of a com- 
mission in accordance with his obligation under the first 
sentence of section 4 (d) (3) of this Act, or until the sixth 
anniversary of the receipt of a commission in accordance 
with his obligation under the second sentence of section 4 
(d) (3) of this Act, shall be deferred from induction under this 
title until after completion or termination of the course of 
instruction and so long as he continues in a regular or reserve 
status upon being commissioned, but shall not be exempt 
from registration. Such persons, Bratt those persons who 
have previously completed an initial period of military 
training or an equivalent period of active military training 
and service, shall be required while enrolled in such programs 
to complete a period of training equal (as determined under 
regulations approved by the Secretary of Defense or the 
Secretary of the Treasury with respect to the United States 
Coast Guard) in duration and type of training to an initial 
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period of military training. There shall be added to the 
obligated active commissioned service of any person who has 
agreed to perform such obligatory service in return for finan- 
cial assistance while attending a civilian college under any 
such training program a period of not to exceed one year. 
Upon the successful completion by any person of the required 
course of instruction under any program listed in clause (A) 
of the first sentence of this paragraph, such person shall be 
tendered a commission in the appropriate reserve component 
of the Armed Forces if he is otherwise qualified for such 
appointment. If, at the time of such appointment, the 
armed force in which such person is commissioned does not 
require his service on active duty in fulfillment of the obliga- 
tion undertaken by him in compliance with clause (B) of 
the first sentence of this paragraph, such person shall be 
ordered to active duty for training with such armed force 
in the grade in which he was commissioned for a period of 
six months. Upon completion of such period of active duty 
for training, such person shall be returned to inactive duty 
and shall be assigned to an appropriate reserve unit until the 
eighth anniversary of the receipt of a commission pursuant 
to the provisions of this section. So long as such person 
performs satisfactory service in such unit, as determined 
under regulations prescribed by the Secretary of Defense, he 
shall be deferred from training and service under the pro- 
visions of this Act. If such person fails to perform satis- 
factory service in such unit, and such failure is not excused 
under regulations prescribed by the Secretary of Defense, 
his commission may be revoked by the Secretary of the 
military department concerned. 

(2) In addition to the training programs enumerated in 
paragraph (1) of this subsection, and under such regulations 
as the Secretary of Defense (or the Secretary of the Treasury 
with respect to the United States Coast Guard) may approve, 
the Secretaries of the military departments and the Secretary 
of the Treasury are authorized to establish officer candidate 
programs leading to the commissioning of persons on active 
duty. Any person heretofore or hereafter enlisted in the 
Army Reserve, the Naval Reserve, the Marine Corps Re- 
serve, the Air Force Reserve, or the Coast Guard Reserve 
who thereafter has been or may be commissioned therein 
upon graduation from an Officers’ Candidate School of such 
Armed Force shall, if not ordered to active duty as a commis- 
sioned officer, be deferred from training and service under the 
provisions of this Act so long as he performs satisfactory serv- 
ice as @ commissioned officer in an appropriate unit of the 
Ready Reserve, as determined under regulations prescribed 
by the Secretary of the department concerned. If such per- 
son fails to perform satisfactory service in such unit, and such 
failure is not excused under such regulations, his commission 
may be revoked by such Secretary. 

(3) Nothing in this subsection shall be deemed to preclude 
the President from providing, by regulations prescribed under 
subsection (h) of this section, for the deferment from training 
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and service of any category or categories of students for such 
periods of time as he may deem appropriate. 

(4) It is the sense of the Congress that the President shall 
provide for the annual deferment from training and service 
uniler this title of the numbers of optometry students and pre- 
medical, preosteopathic, preveterinary, preoptometry, and pre- 
dental students at least equal to the numbers of male optometry, 
premedical, preosteopathic, preveterinary, preoptometry, and 
predental students at colleges and universities in the United 
States at the present levels as determined by the Director herein. 


Section 7 of the act of September 9, 1950, chapter 939 (64 Stat. 
826), as amended, is amended to read as follows: 


Sec. 7. This Act, except for section [2] 3 and section 5, 
terminates at the close of June 30, 1957. 


O 
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PRINCIPAL OFFICE BUILDING FOR ATOMIC ENERGY 
COMMISSION 


June 6, 1957.—Ordered to be printed 


Mr. Anperson, from the Joint Committee on Atomic Energy, sub- 
mitted the following 


REPORT 


[To accompany S. 1918] 


The Joint Committee on Atomic Energy, to whom was referred the 
bill (S. 1918) to amend Public Law 31, 84th Congress, Ist session, to 
increase the authorization for appropriation to the Atomic Energy 
Commission for the construction of a modern office building in or near 
the District of Columbia, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


BACKGROUND 


In May 1955, the Congress passed Public Law 31, 84th Congress, 
Ist session, to authorize the Atomic Energy Commission to construct 
a modern office building in or near the District of Columbia to serve 
as the principal office of the Commission at a total cost not to exceed 
$10 million. The Atomic Energy Commission subsequently selected 
a site near Germantown, Md., and this building is now under con- 
struction, with completion scheduled in November 1957. 

On February 19, 1957, Mr. Lewis L. Strauss, Chairman of the 
Atomic Energy Commission, addressed the following letter to Hon. 
Carl T. Durham, chairman of the Joint Committee on Atomic Energy, 
requesting authorization of an additional $3,300,000 for the con- 
struction of an additional wing: 

Unrrep States Atomic ENrerGy CommMIssION, 
Washington 25, D. C., February 19, 1957. 
Hon. Cart T. Dura, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear Mr. Duruam: There are transmitted herewith three copies 

of a proposed bill, including an analysis, to amend Public Law 31, 
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84th Congress. The purpose of this amendment is to authorize an 
increase of $3,300,000—from $10 million to $13,300,000—in the total 
estimated cost of the new Atomic Energy Commission headquarters 
building being constructed near Germantown, Md., to provide for the 
construction of an additional wing. Copies of letters transmitting 
this proposed bill to the President of the Senate and the Speaker of 
the House are also enclosed for your information. 

The cost for the additional wing will be financed from funds cur- 
rently available to the Commission. 

The Bureau of the Budget has advised us that the proposed legisla- 
tion is in accord with the President’s program. 

We hope that your committee will find it possible to take action on 
the proposed bill at an early date, as savings could be made by 
incorporating the construction of the additional wing in the present 
contract before the contractor has moved men and materials from 
the site. 

Sincerely yours, 
Lewis Srravuss, Chairman. 


Accompanying the AEC letter of February 19, 1957, was the 
following analysis of proposed bill, as prepared by the AEC: 


ANALYSIS OF PROPOSED BILL TO AMEND PUBLIC LAW 31, 84TH 
CONGRESS 


Public Law 31, 84th Congress, authorized the construction 
of a headquarters building for the Atomic Energy Commis- 
sion at a total cost of not to exceed $10 million. In view of 
the increased level of effort now being exerted by the Atomic 
Energy Commission, as approved by the Congress, it is now 
necessary to provide additional space and facilities for 
headquarters personnel as well as military and civilian 
personnel assigned from other agencies. The additional 
cost is estimated to be $3,300,000, revising the total estimated 
cost of this project to $13,300,000. 

The proposed bill provides for the construction of an addi- 
tional wing, increasing the gross floor area by 116,000 square 
feet and bringing the total gross area of the headquarters 
building to 516,000 square feet. This extension will have 
four stories and a basement, with all construction details 
similar to the present building. 

Because of the increased personnel, it will also be necessary 
to enlarge the cafeteria, install two additional elevators in a 
core of the new wing, increase the parking capacity, relocate 
and extend utility lines and add an electrical load center, 
install an additional boiler, and enlarge the warehouse. 

The headquarters building now under construction will 
adequately house 1,400 people and would accommodate 
1,550 people under stringent space limitations. The total 
space proposed will accommodate, with limited space alloca- 
tions, the 1,758 people for whom housing will be required 
by the end of fiscal year 1957, exclusive of. security guards 
and operating and maintenance personnel. 
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The cost elements of the proposed additional construction 





are: 
Building (116,000 square feet at $17.50)_.....-.-------- $2, 030, 000 
Partitions [ooo 2eU TOS AS ER Ja bw ated adh ak 110, 000 
Heeveeeeii i... oi. ied . baliams ee seunenld~<ee onan 130, 000 
Padking loti duioneieticl + aanecn-e ene ear -beeseneire 50, 000 
Utility extensions and electrical load center_......-...--- 100, 000 
Additional steam capacity (boiler).......--.2.--.-.----2 100, 
Cafeteria ‘chinniwéee i) 2. 206. Sol ies. Mie ads ie 200, 000 
Rock excavations ci lie acu lew oi WL Je. Jed. sxewe 10, 000 
AMerébions td yee Beasita <axen~<retenndeclevesers- hen 50, 000 
AY COND BI nt net oi ahi rane ae eain eee 96, 000 
Subtotal 21. Aes RL Jerk Jee auoia.g . 2, 876, 000 
Architect-engineering services (4.5 percent) ..........--.+. 127, 000 
Bunbatah. ....<tinentcnohabidenins 4bhb ahidnoed Sanaa 3, 003, 000 
Contigency (10 pereent) coc cleo ccocccccosacesul 297, 000 
Total 12 .8i0 6h Acusgulauebedoisacseiinsde 3, 300, 000 


The Subcommittee on Legislation of the Joint Committee on 
Atomic Energy received testimony from AEC witnesses on this subject 
in meetings on April 10 and May 23, 1957, and recommended favorable 
consideration by the full committee. 


VIEWS OF THE COMMITTEE 


The Joint Committee believe sthat the Commission should give 
serious consideration to obtaining competitive bids before contracting 
for the additional construction which would add approximately 33 
percent to the original cost of the building. 

The Joint Committee further believes that the Commission should 
take affirmative steps to avoid having to make a similar request for a 
further increase in the size of the main headquarters building or for 
additional office space in or near Washington, D. C., at some time in 
the future. The committee recognizes that the functions and responsi- 
bilities of the Commission (especially in the fields of regulation, inter- 
national cooperation, and reactor development) have been increased, 
but the Committee believes that efforts should be made by the Com- 
mission to decentralize and to delegate some of these responsibilities 
to the various field offices. 

ANALYSIS 


By the provisions of this bill, Public Law 31, 84th Congress, Ist 
session, is amended by striking the figure ‘$10,000,000” and insertin 
in lieu thereof the figure “$13,300,000”. The other provisions an 
limitations of Public Law 31, 84th Congress, 1st session, are still in 
effect. 

CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, changes in existing law made by the bill accompanying 
this report are shown as follows (new matter is printed in italic): 

; — Law 31, 84th Congress, 1st session, is amended to read as 
ollows: 
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AN ACT To authorize the Atomic Energy Commission to construct a modern 
office building in or near the District of Columbia to serve as its principal 
office 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Atomic Energy 
Commission is authorized, with funds presently available or otherwise 
made available to it, to acquire (by purchase, condemnation, or 
otherwise, under the applicable provisions of chapters 14 and 15 of 
the Atomic Energy Act of 1954) a suitable site in or near the District 
of Columbia aa notwithstanding any other provision of law, to 
provide for the construction on such site, in accordance with plans 
and specifications prepared by or under the direction of the Commis- 
sion, of a modern office building (including necessary related equip- 
ment, and auxiliary structures, as well as vaults for the protection of 
Restricted Data) to serve as the principal office of the Commission 
at a total cost of not to exceed $13,300,000 and for that purpose there 
is authorized to be appropriated such sums as may be necessary. 

Approved May 6, 1955. 








SEPARATE VIEWS OF SENATOR ANDERSON AND 
SENATOR RUSSELL 


I do not want to vote “‘yes” on the proposed increase for the new 
AEC building. 

1. There is no assurance that this $3.3 million contract will be let 
by competitive bid. 

2. The per foot cost is substantially above the first unit cost and ” 
should be at or below the first unit cost because the contractor is 
already on the job, has built his roads and constructed the temporary 
buildings and will not have these expenses again. 

3. There are other public buildings for which additional funds will 
be wanted, as, for example, the new Smithsonian building. I am 
chairman of the joint congressional committee on that construction 
and we have about decided that, in view of the economy drive, we 
should not ask for $13 million more on top of the $36 million already 
authorized. It would seem that consistency would require me to 
the same position as to any extra appropriations for the AEC building. 

Cuinton P. ANDERSON. 


I concur in the negative vote of Senator Anderson, particularly 
for the reasons stated in paragraph 2 of his statement. 
Ricuarp B. Russei. 


Senator Dworshak abstained from voting. 


O 
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INDEPENDENT OFFICES APPROPRIATION BILL, 1958 


June 7, 1957.—Ordered to be printed 
Filed, under authority of the order of the Senate of May 13, 1957 


Mr. Magnuson, from the Committee on Appropriations, submitted 
the following 


REPORT 


(To accompany H. R. 6070) 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 6070) making appropriations for sundry independent executive 
bureaus, boards, commissions, corporations, agencies, and offices, for 
the fiscal year ending June 30, 1958, and for other purposes, report 
the same to the Senate with various amendments and present here- 
with information relative to the changes made. 


Amount of bill as passed House__.........------- $5, 385, 201, 700 
Amount of decrease by Senate.........---------- 6, 976, 900 

Amount of bill as reported to Senate..._..-- 5, 378, 224,°800 
Amount of appropriations, 1957_..............-.- 5, 990, 841, 826 


Amount of regular and supplemental estimates, 


OBB vai sebastien = see «sn eoihmsepisirneanente tebinomd 5, 924, 165, 000 


The bill as reported to the Senate: 
Under the estimates for 1958..........-.---- 545, 940, 200 
Under the appropriations for 1957........---- 612, 617, 026 
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GENERAL STATEMENT 


The bill provides a total of $5,378,224,800, which is $545,940,200 
or 9.2 percent under the estimates for 1958, $612,617,026 under the 
oo for 1957, and a decrease of $6,976,900 under the House 

ill. The net decrease under the House bill results from increases 
totaling $11,215,100 and decreases totaling $18,192,000. 


TITLE I 
Crvit Service CommIsstIon 


INVESTIGATIONS OF UnitTep States CiTIzENS FOR EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


In order to continue with the proper functioning of the International 
Organization Employees Loyalty Board, the committee recommends 
the restoration of the language exempting the service of its members 
from the conflict-of-interest statutes, as follows: 


: Provided further, That nothing in sections 281 or 283 of title 
18, United States Code, or in section 190 of the Revised Statutes 
(5 U.S. C. 99) shall be deemed to apply to any person because 
of appointment for part-time or intermittent service as a member 
of the International Organizations Employees Loyalty Board 
un the Civil Service Commission as established by Executive 
Order 10422, dated January 9, 1953, as amended 


ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND LIGHT- 
HOUSE SERVICE WIDOWS 


The committee recommends the restoration of the full budget esti- 
mate of $2,417,000, or an increase of $117,000. 


FrepreraL Civit Derense ADMINISTRATION 
OPERATIONS 


The committee recommends that the limitation on the amount for 
expenses of travel be increased from $598,000 to $800,000, which is 
$592,500 below the budget estimate for that purpose. 


FEDERAL COMMUNICATIONS CoMMISSION 


The committee realizes that the report of the special network study 
being conducted by the FCC is to be submitted on or about June 30, 
1957. In view of the fact that the special appropriation earmarked 
for this study expires on June 30, 1957, the committee expects the 
Commission to use the appropriation herein for completion of this 
study or any implementation thereof necessary. 


FrepERAL PowEerR ComMISSION 


An increase of $10,000 is recommended in the limitation on the 
amount available for investigations relating to Federal river develop- 
ment projects, to provide the budget estimate of $335,000. 
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FrepreraL Traps Commission 


The committee recommends that the limitation on the amount for 
expenses of travel be increased from $237,000 to $251,250. 


GENERAL ACCOUNTING OFFICE 


The committee recommends that the limitation on the amount for 
expenses of travel be increased from $1,500,000 to $1,600,000. 


GENERAL SERVICES ADMINISTRATION 
OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 


The committee recommends an increase of $5,750,000, to provide 
a total of $133,214,000, which is $8,786,000 below the budget esti- 
mates. Of this increase, $1,000 000 is recommended as a partial 
restoration of the reduction for financing space commitments, and 
the balance is recommended for the cleaning of buildings, which the 
committee considers of prime importance and urges the Administra- 
tion to increase. 

The committee also recommends that the limitation on the amount 
for expenses of travel be increased from $205,300 to $238,650. 


REPAIR AND IMPROVEMENT, FEDERALLY OWNED BUILDINGS 


The committee recommends that the limitation on the amount for 
expenses of travel be increased from $250,000 to $270,000. 


SITES AND EXPENSES, PURCHASE CONTRACT AND PUBLIC BUILDINGS 
PROJECTS 


The committee is advised that plans are not as yet definitely 
formulated for the use of square 167 in the District of Columbia, now 
in the process of being acquired, and therefore recommends that the 
following proviso be inserted: 


: Provided, That no part of such funds shall be used during the 
current fiscal year for preparation of drawings and specifica- 
tions, acquisition of sites, design, planning, construction, or in 
any other manner for or in connection with proposed Federal 
office building No. 7 on square 167 in the District of Columbia 
(project No. 8-DC-05, GSA prospectus submitted July 13, 
1956) 


PAYMENTS, PUBLIC BUILDINGS PURCHASE CONTRACTS 


In order to continue available the authorization for contracts, the 
committee recommends the restoration of the following proviso: 


Provided, That the Administrator of General Services may enter 
into contracts during the fiscal year 1958 for which the aggregate 
of annual payments for amortization of principal and wnterest 
thereon shall not exceed the unused portion of the $12,000,000 
limitation applicable prior to July 1, 1957, under the Inde- 
pendent Offices Appropriation Act, 1957 (70 Stat. 343) 
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CONSTRUCTION, PUBLIC BUILDINGS 


The committee recommends an increase of $20,000, to be used for 
the planning of a border station at Dunseith, N. Dak., for the accom- 
modation and use of the Bureau of Customs and the Immigration and 
Naturalization Service. The committee is advised that this port of 
entry is on the highway going through the International Peace Garden, 
where the Canadian Government has recently constructed a new 
facility costing more than $400,000. The committee believes that a 
suitable facility on the United States side of the border would justify 
planning for a $300,000 structure. 


HOSPITAL FACILITIES IN THE DISTRICT OF COLUMBIA 


The committee is advised that the Washington Hospital Center, 
located on the grounds of the United States Soldiers Home in the 
District of Columbia, is now about completed at a cost of $21,700,000, 
and will shortly be ready to open except for lack of sufficient funds 
to properly equip the hospital. S. 2194 and H. R. 7835 are pending 
bills to hrovide the required additional authorization, and the com- 
mittee is informed that these bills will soon be reported. 

In view of the urgency of this situation, the eommittee recommends 
the insertion of an item appropriating $1,710,000, contingent upon the 
passage of such legislation. 


OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 


The committee recommends that the limitation on the amount for 
expenses of travel be increased from $120,000 to $192,500. 


EXPENSES, SUPPLY DISTRIBUTION 


The committee recommends that the limitation on the amount for 
expenses of travel be increased from $110,000 to $123,900. 


OPERATING EXPENSES, NATIONAL ARCHIVES AND RECORDS SERVICE 


The committee recommends an addition of $8,500 to be used for 
microfilming that part of the Confederate service records known as 
the Consolidated Index of the States, from which copies of a part or 
all of such index would be available at cost to interested patriotic 
groups. The committee is advised that such information is sufficient 
to establish service in the forces of the Confederate States for member- 
ship application and other record purposes, and that such microfilming 
sublicaidbion of copies would reduce the wear and tear now occasioned 
by handling of the original materia! and thus aid in preventing further 
deterioration of these records. 

The committee also recommends that the limitation on the amount 
for expenses of travel be increased from $44,750 to $52,000. 


OPERATING EXPENSES, TRANSPORTATION, AND PUBLIC UTILITIES 
SERVICE 


The committee recommends that the limitation on the amount for 
expenses of travel be increased from $25,000 to $27,500. 
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STRATEGIC AND CRITICAL MATERIALS 


The committee recommends language changes to permit the con- 
tinuation of available funds for operations under the Stockpiling 
Act, without adding any new funds for that purpose. 

The committee also recommends the establishment and operation 
of a mica purchasing station at Santa Fe, N. Mex. 


ADMINISTRATIVE OPERATIONS FUND 


The committee recommends an increase of $600,000 in the limita- 
tion for administrative operations from the various funds of GSA, to 
provide a total of $10,830,000, which is $770,000 below the budget 
estimate. 

The committee also recommends that the limitation on the amount 
for expenses of travel be increased from $137,700 to $168,900. 


GENERAL PROVISIONS 


The committee recommends the insertion of a 5 percent transfer 
provision, applying to operating expenses, with an aggregate limit of 
$5,000,000, in order to provide some flexibility to the Administrator. 

The committee also recommends a provision to authorize 10 posi- 
tions at the field level in GS-16. This recommendation is intended 
to aid in better administration in the field organization, and is not 
intended for the hiring of additional personnel. 


REAL PROPERTY INVENTORY 


During this session of the 85th Congress, summary tables of addi- 
tional inventories have been issued as follows: 

Senate Document No. 25, issued February 11, 1957, Inventory 
Report on Real Property Owned by the United States Throughout 
the World as of June 30, 1956. 

Senate Document No. 41, issued May 20, 1957, Inventory 
Report on Real Property Leased to the United States Throughout 
the World as of July 1, 1956. 

Now that a comprehensive inventory has been assured on an annual 
basis, the committee recommends the insertion of a provision to make 
sure of its continuance over the years and that it may be printed 
regularly as a Senate document. 


Hovstne AND Home Finance AGENCY 


OFFICE OF THE ADMINISTRATOR 


The committee recommends an increase of $500,000 in the limita- 
tion for nonadministrative expenses, to provide a total of $2,000,000. 

The committee also recommends the insertion of an authorization 
for a general counsel in grade GS-18. 


ADMINISTRATIVE EXPENSES, HOUSING STUDIES 


The committee recommends the insertion of a new appropriation 
item for Housing Studies as authorized by section 602 of the Housing 
Act of 1956, in the amount of $120,000; which is $50,000 below the 
budget estimate in H. Doc. 115. 
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INTERSTATE COMMERCE COMMISSION 


An increase of $500,000 is recommended, to provide an appropria- 
tion of $17,000,000, which is $500,000 under the budget estimate. 

The committee also recommends an increase in the limitation for 
newspapers from $200 to $500; an increase in the limitation on the 
amount for expenses of travel from $1,085,000 to $1,185,000; the 
insertion of authorizations for uniforms and for the purchase of 80 
passenger motor vehicles, with 62 for replacement; increasing the 
earmarking for railroad safety activities from $1,350,000 to $1,363,500, 
and the earmarking for locomotive inspection from $950,000 to 
$956,600; and providing $225,000 for delegated defense mobilization 
functions. 


Nationa Apvisory CoMMITTEE FOR AERONAUTICS 
SALARIES AND EXPENSES 


An increase of $1,000,000 is recommended in the appropriation, to 
provide a total of $71,000,000, which is $5,800,000 below the budget 
estimate. 

The committee also recommends that the limitation on the amount 
for expenses of travel be increased from $380,000 to $425,000, and 
that authorizations be inserted for special investigations and reports 
by contracts, and for the purchase of 10 passenger motor vehicles 
for replacement. 


Nationa, Capita Hovusine AvutTHority 


The committee recommends a reduction of $2,000 in the appro- 
priation, to provide a total of $38,000, the same as for 1957. 


NATIONAL ScriENCE FouNDATION 


The committee recommends that the limitation on the amount for 
expenses of travel be increased from $150,000 to $200,000; and for 
purchase of newspapers and periodicals be increased from $300 to 
$400. 

The committee also recommends the deletion of the earmarking 
for the program of supplementary training for high school science 
and mathematics teachers, in the amount of $9,500,000. 


SECURITIES AND ExcHANGE COMMISSION 


The committee recommends that the limitation on the amount for 
expenses of travel be increased from $197,500 to $241,000. 


SELECTIVE SERVICE SYSTEM 


The committee recommends the deletion of the proviso earmarkin 
$19,410,000 for registration, classification, and induction activities o 
local boards. 

The committee also recommends the insertion of authorization to 
purchase 44 passenger motor vehicles for replacement, with 1 at $4,000. 


ee 
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VETERANS’ ADMINISTRATION 
GENERAL OPERATING EXPENSES 


In order to provide greater flexibility in the operations and to enable 
the Administrator to meet the reduction made in the appropriation, 
the committee recommends a reduction in the earmarking for the loan 
guaranty program from $18,500,000 to $17,500,000. 

The committee also recommends the insertion of authorization to 
purchase 6 passenger motor vehicles for replacement, with 1 at $5,000. 


MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


The committee recommends an increase of $1,989,600 in the appro- 
priation, to provide a total of $22,763,400, which is $696,400 over the 
budget estimate. 

The committee is well pleased with the results obtained from the 
additional funds added last year for medical research, and believes 
that an additional $1,000,000 can be wisely used in the fields of heart 
disease, mental illness, cancer, neurological diseases, and arthritis. 

An. increase is also recommended in the earmarking for medica] 
research of $1,344,000, to provide a total of $11,344,000, of which 
$1,000,000 is the additional funds recommended and $344,000 is the 
additional requirement for contribution to the retirement fund. 

The committee also recommends that the limitation on the amount 
for expenses of travel be increased from $992,200 to $1,100,000. 


INPATIENT CARE 


The committee recommends the insertion of authorization to pur- 
chase 100 passenger motor vehicles for replacement. 


COMPENSATION AND PENSIONS 


The committee recommends a reduction of $14,250,000 in the ap- 
propriation, to provide a total of $2,826,250,000. These funds are 
provided without fiscal year limitation in order to make mandatory 
payments under the law, and in case the amount provided is not ade- 
quate to make such payments then the conimittee would consider a 
supplemental estimate at a later time, when the amount required 
could be more definitely ascertained. 


READJUSTMENT BENEFITS 


The committee recommends a reduction of $3,940,000 in the ap- 
propriation, to provide a total of $784,047 ,000. 


HOSPITAL AND DOMICILIARY FACILITIES 
In agreeing to the House amount of $42,500,000 for this item, the 


committee makes no selection as between projects submitted to the 
committee. 











8 INDEPENDENT OFFICES APPROPRIATION BILL, 1958 
TITLE I 


FeperaL Home Loan Banx Boarp 


The committee recommends an increase of $100,000 in the limita- 
tion for administrative expenses, to provide a total of $1,300,000. 


FEDERAL SAVINGS AND LOAN [INSURANCE CORPORATION 


The committee recommends an increase of $50,000 in the limita- 
tion for administrative expenses, to provide a total of $700,000. 


Hovusine aNpD Home Finance AGENCY 


COLLEGE HOUSING LOANS 


The committee recommends an increase of $100,000 in the limita- 
tion for administrative expenses, to provide a total of $1,427,000. 


LIQUIDATING PROGRAMS 


The committee recommends an increase of $970,000 in the limita- 
tion for administrative expenses, to provide a total of $1,940,000. 

The committee also recommends the deletion of the proviso limit- 
ing expenses not otherwise limited to $500,000. The committee is 
advised that such limitation is too restrictive. 


PUBLIC HOUSING ADMINISTRATION 


Of the increase recommended under liquidating programs, $865,000 
is to be administered by PHA in the operation and disposition of 
Lanham Act housing. Accordingly, the committee recommends an 
increase in the administrative expense limitation from $12,305,000 to 
$13,170,000. 
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Calendar No. 422 


85TH CONGRESS t SENATE \ Report 
lst Session No. 415 





AGRICULTURAL AND FARM CREDIT ADMINISTRATION 
APPROPRIATION BILL, 1958 


June 7, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of May 13, 1957 


Mr. Russet, from the Committee on Appropriations, submitted the 
following 


REPORT 


(To accompany H. R. 7441] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 7441) making appropriations for the Department of Agriculture 
and Farm Credit Administration for the fiscal year ending June 30, 
1958, and for other purposes, report the same to the Senate with 
various amendments and present herewith information relative to 
the changes made: 


Amount of bill as passed House (direct appropria- 


COTES) in cna we sninisted chaesiesineenebaheeas Wudede $3, 692, 889, 757 
Amount of decrease by Senate committee (net)... 24, 157, 600 
Amount of bill as reported to Senate_....... 3, 668, 732, 157 
Amount of appropriations, 1957...........--.---- 2, 026, 689, 968 
Amount of estimates for 1958............-.....--. 3, 965, 446, 617 


The bill as reported to the Senate: 
Over the appropriations for 1957._......-.--. 1, 642, 042, 189 
Under the estimates for 1958_............---. 296, 714, 460 


86006 
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GENERAL STATEMENT 


The amount of the bill as it passed the House was $3,692,889,757, 
of which $1,610,024,848 is appropriated for regular activities, 
$1,239,788,671 is appropriated for restoration of capital impairment 
to Commodity Credit Corporation, and $843,076,238 is appropriated 
for special activities to reimburse the Commodity Credit Corporation. 

The Senate committee recommends increases of $13,287,400 and 
decreases of $37,445,000 for a net decrease of $24,157,600. 

The net increase of $1,642,042,189 in the bill compared with 
appropriations for 1957 is comprised primarily of $762,940,000 for 
soil bank activities, which for 1957 were financed from capital funds 
of the Commodity Credit Corporation; and an increase of $297,501,493 
to restore capital impairment of the Commodity Credit Corporation 
for realized losses sustained in fiscal year 1956. 

There is an increase over 1957 in “Special activities” of $572,226,556 
for reimbursements to Commodity Credit Corporation, primarily for 
sales for foreign currencies under Public Law 480, approved July 10, 
1954; for the international wheat agreement; for emergency famine 
relief to friendly peoples, and for animal disease eradication programs. 

The bill carries an increase’ over 1957 of $19,399,515 for mandatory 
retirement fund contributions pursuant to Public Law 854, approved 
July 31, 1956. 


TITLE I—REGULAR ACTIVITIES 


AGRICULTURAL RESEARCH SERVICE 
RESEARCH 


The committee recommends $58,794,890 for research, an increase 
of $9,800,000 above the House bill. This increase consists of $2 million 
for utilization research and to strengthen research in carrot breeding, 
and $7,800,000 for soil and water conservation research, The House 
bill included $7,200,000 for soil and water conservation under a con- 
solidated appropriation of “Soil and water conservation” which the 
committee has stricken from the bill. 

The committee approves the construction of buildings and labora- 
tory facilities in the budget estimate and has approved the establish- 
ment of three new soil and water laboratory facilities: 1 to be located 
in one of the ‘‘Reclamation States” as defined in the Reclamation Act 
of 1902, as amended; 1 in the Midwest; and 1 for Mississippi the site 
for which shall be chosen by the Secretary of Agriculture after his 
investigation and consultation with all interested groups, interested 
educational institutions, and other parties. The committee has also 
approved construction of facilities needed at the Southern Piedmont 
Soil Conservation Experiment Station together with funds to strengthen 
existing research at the station. 

The committee recommends the following proviso be stricken: 


Provided, That not to exceed $25,000 shall be available for 
alterations of buildings, without regard to limitations 
prescribed herein 


The following proviso is inserted to provide authorization to carry 
out construction and alterations authorized: 


Provided, That the limitations contained herein shall not 
apply to $1,955,000 for the construction of buildings or to replace- 
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ment of buildings needed to carry out the Act of April 24, 1948 
(21 U. S. C. 118a) 


PLANT AND ANIMAL DisEASE AND Pest ContTrROL 


The committee recommends $26,082,000, an increase of $400,000 
over the House bill, to strengthen plant quarantine at ports of entry. 
The partial restoration is $870,000 below the budget estimate. 


FIRE ANT 


The committee recommends that the Department undertake an 
eradication program on the fire ant. It now has legislative authority 
to do so and the committee expects to receive proposals and plans 
on this program. 

SCREWWORM ERADICATION 


The committee increased funds 2 years ago to step up research on 
eradication of the screwworm. It understands the Department now 
has completed its research on eradication methods and procedures. 

The State of Florida which has recently suffered its greatest loss 
from this pest since invasion of the pest in 1933 has appropriated 
substantial funds to participate in cost sharing for an eradication 
program. The committee requests the Department to provide it with 
a report on its plans and recommendations for undertaking an eradi- 
cation program. 

STATE EXPERIMENT STATIONS 


For payments to agricultural experiment stations for research 
$30,503,708 is recommended which is $1,000,000 above the House 
bill, a partial restoration of an increase of $4,500,000 requested in 
the budget estimates. 

EXTENSION SERVICE 


COOPERATIVE EXTENSION WORK, PAYMENTS AND EXPENSES 


The committee recommends $50,865,000, an increase of $1,764,000 
over the House bill and $3,500,000 below the budget estimate. 
Not to exceed $500,000 of the increase of $1,764,000 may be ex- 
ended for rural development work in States which heretofore have 
had no rural development program. 


AGRICULTURAL MARKETING SERVICE 
MARKETING RESEARCH AND AGRICULTURAL ESTIMATES 


The committee recommends $14,141,700, an increase of $100,000 
over the House bill, and $1,340,800 below the increases requested in 
the budget. 

The partial restoration of $100,000 is recommended to continue 
weekly weather crop reports and to improve estimates of poultry 
laying flocks and egg production. 

The committee wishes to facilitate in every possible way research 
on production and marketing. It doubts the advisability of such 
projects as recently reported under “Highway transportation barri- 
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ers” and requests the agency to carefully review its research projects 
so as to undertake only those projects which are essential and proper. 


MARKETING SERVICES 


The committee recommends $14,324,900, an increase of $50,000 
over the House bill and $861,000 below the budget estimate. 

The increase of $50,000 is a partial restoration of $178,000 requested 
to strengthen administration of the Packers and Stockyards Act. 
The committee believes that administration of this act should be 
continued in the Department of Agriculture. 

The committee is advised the livestock market at Sioux Falls, 
S. Dak., has recently been placed in category I, and believes it deserves 
treatment similar to other markets in this category. 


ForEIGN AGRICULTURAL SERVICE 


The committee recommends $4,052,300, an increase of $150,000 
over the House bill and $331,200 below the budget estimate. 

The partial restoration of $150,000 will enable the agency to carry 
out home leave requirements customarily granted to employees after 
2-year tours of service abroad. 

The committee has also approved the following proviso in the budget 
estimate, and stricken in the House. The proviso authorizes the 
agency to carry out activities which heretofore were provided by 
authority in State Department Appropriation Acts and which will not 
be available after June 30, 1957. 


Provided further, That provisions of the Act of August 1, 1956 

(70 Stat. 890-892), and provisions of a similar nature in 
See acts of the Department of State for the current 
and subsequent fiscal years which facilitates. the work of the 
Foreign Service shall be applicable to funds available to the 
Foreign Agricultural Service. 


CommopitTy STABILIZATION SERVICE 


This agency is responsible for administration of the acreage and 
allotment programs, price support, soil bank, and related program 
activities which are carried out through the State ASC and county 
committees, and except for the soil bank has had several years of 
experience in formulating and conducting these programs. 

Last year the committee approved funds to increase salaries and 
strengthen qualifications of county committee employees. Adequate 
compensation for county employees is essential to the recruitment 
and retention of qualified employees. The committee has found that 
salary increases granted have not resulted in a corresponding increase 
in qualification requirements comparable with other local agricultural 
activities. 

In order to achieve efficiency from county committee personnel it 
is essential that they be provided with timely and clear-cut pro- 
cedures to facilitate county office operations. 

The committee believes significant savings can be made by consoli- 
dating, simplifying, and standardizing forms and procedures. County 
committees should be provided with the details of program changes 
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concurrently with their announcement by the Washington office and 
thereby eliminate delays and administrative costs which result from 
inability of county committees to promptly advise farmers of program 
changes. The performance checking procedures should be revised to 
reduce the administrative cost and to curtail unneeded multiple 
performance checking. 

The committee recommends that in administering the administra- 
tive expense limitations for programs carried out by State and county 
ASC committees that the intent of limitations be carried out in order 
to provide the required amount of funds necessary to strengthen State 
and county operations. 


ACREAGE ALLOTMENTS AND QUOTAS 


The committee recommends $40,715,000, the amount in the House 
bill, and a reduction of $2,285,000 from the budget estimate. 


OFFICE OF THE SECRETARY 


The committee recommends $2,664,060, an increase of $23,400, over 
the House bill, and $61,940 below the budget estimate. 

The partial restoration of $23,400 will enable this office to meet 
mandatory increases resulting from the Federal executive pay law 
(Public Law 854) and may provide sufficient funds to permit better 
coordination and leadership to the rural development program. 


Som AND WatTEeR CoNSERVATION PROGRAMS 


The House bill provided a consolidation of appropriations for the 
Soil Conservation Service, the new Great Plains program, the agricul- 
tural conservation program, the conservation reserve program of the 
soil bank, and for research on soil and water conservation. The House 
bill provided a lump-sum appropriation of $535 million to meet 
budget activities totaling $668, 441, 660. 

The committee fully agrees with the House on the need for closer 
coordination between these programs. It believes the Department 
should make every effort to coordinate and bring about effective and 
efficient administration of related programs. 

The committee believes that Congress has the responsibility for 
making a determination of fund requirements for individual program 
activities and has therefore stricken the entire section under “Soil and 
water conservation’ beginning on page 16, after line 9, through line 16 
of page 20, and has inserted appropriate appropriation heads and 
language to restore the individual items contained in the budget esti- 
mates and as modified by committee amendments: 


Soi, AND WaTER CONSERVATION 


For necessary expenses to carry out soil and water con- 
servation programs authorized in the Soil Conservation and 
Domestic Allotment Act, as amended (16 U. S. C. 590a- 
590q), the Watershed Protection and Flood Prevention Act, 
as amended (16 U. S. C. 1001-1007), the Flood Control 
Act, as amended and supplemented (33 U. S. C. 701-709), 
subtitles B and C of the Soil Bank Act (7 U. S. C. 1831- 
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1837 and 1802-1814), the Acts of May 10, 1939 (53 Stat. 
685, 719), October 14, 1940 (16 U. S. C. 590y-z-10), as 
amended and supplemented, June 28, 1949 (63 Stat. 277), 
and September 6, 1950 (7 U. S. C. 1033-1039), $535,000,000, 
to remain available until expended: Provided, That not to 
exceed $40,000,000 shall be available for administrative 
expenses in carrying out sections 7-17 of the Soil Conserva- 
tion and Domestic Allotment Act and subtitles B and C 
of the Soil Bank Act of which not less than $30,000,000 
may be transferred to the appropriation account ‘Local 
administration, section 388, Agricultural Adjustment Act 
of 1938”: Provided further, That not to exceed $7,200,000 
shail be transferred to and merged with the appropriation 
“Salaries and expenses, Agricultural Research Service, 
Research” for soil and water conservation research, of which 
$1,200,000 shall be available for construction of buildings 
and for the acquisition of necessary land therefor, and not 
to exceed $20,000 for alterations of buildings, without 
regard to limitations prescribed in this Act: Provided further, 
That this appropriation shall be available pursuant to title 
5, United States Code, section 565a, for the construction, 
alteration, and repair of buildings and improvements, but 
unless otherwise provided the cost of constructing any one 
building shall not exceed $10,000 and the cost of altering 
any one building during the fiscal year shall not exceed $3,750 
or 3 per centum of the cost of the building, whichever is 
greater; not to exceed $150,000 for employment pursuant to 
the second sentence of section 706 (a) of the Organic Act of 
1944 (5. U. S. C. 574), as amended by section 15 of the Act 
of August 2, 1946 (5 U. S. C. 55a); and for the temporary 
employment of qualified local engineers at per diem rates to 
perform the technical planning work: Provded further, That 
the unexpended balances of appropriations heretofore made 
for “Watershed protection’, ‘Flood prevention’, and 
“Water conservation and utilization projects’ shall be 
merged with this appropriation: Provided further, That pro- 
grams included hereunder shall be subject to the following 
additional provisions: 

Agricultural conservation program: This appropriation 
shall be available for administrative expenses in connection 
with the formulation and administration of the 1958 program 
of soil building and soil and water conservation practices 
under sections 7 to 15, 16 (a), and 17 of the Soil Conserva- 
tion and Domestic Allotment Act, as amended (amounting 
to $250,000,000, including administration, and no partici- 
pant shall receive more than $2,500, except where the 
participants from two or more farms or ranches join to 
carry out approved practices designed to conserve or improve 
the agricultural resources of the community); and for the 
purchase of seeds, fertilizers, lime, trees, or any other farm- 
ing material, or any soil-terracing services and making grants 
thereof to agricultural producers to aid them in carrying out 
farming practices approved by the Secretary under programs 
provided for herein. Not to exceed 5 per centum of all the 
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allocation for the 1958 agricultural conservation program for 
any county may, on the recommendation of such county 
committee and approval of the State committee, be withheld 
and allotted to the Soil Conservation Service for services of 
its technicians in formulating and carrying out the agricul- 
tural conservation program in the participating counties, 
and shall not be utilized by the Soil Conservation Service for 
any purpose other than technical and other assistance in such 
counties, and in addition, on the recommendation of such 
county committee and approval of the State committee, not 
to exceed 1 per centum may be made available to any other 
Federal, State, or local public agency for the same purpose 
and under the same conditions. 

Conservation reserve program: No part of this appro- 
priation shall be used to enter into contracts with producers 
which together with contracts already entered into would re- 
quire payments to producers (including the cost of mate- 
rials and services) in excess of $250,000,000 in any calendar 
year, and for purposes of applying this limitation, practice 
ements shall be chargeable to the first year of the contract 
period. 

Conservation operations, Soil Conservation Service: 
This appropriation shall be available for preparation of con- 
servation plans and establishment of measures to conserve 
soil and water (including farm irrigation and land drainage 
and such special measures as may be necessary to prevent 
floods and the siltation of reservoirs) ; operation of conserva- 
tion nurseries; and classification and mapping of soils: Pro- 
vided further, That in the State of Missouri, where the State 
has established a central State agency authorized to enter 
into agreements with the United States or any of its agencies 
on policies and general programs for the saving of its soil 
by the extension of Federal aid to any soil conservation dis- 
trict in such State under sections 1 to 6 of the Soil Con- 

servation and Domestic Allotment Act, as amended, the 
agreements made by or on behalf of the United States with 
any such soil conservation district shall have the prior 
approval of such central State agency before they shall 
become effective as to such district. 

Flood prevention: No part of the funds expended in 
accordance with the Flood Control Act, as amended and 
supplemented, shall be used for the purchase of lands in 
the Yazoo and Little Tallahatchie watersheds without spe- 
cific approval of the county board of supervisors of the county 
in which such lands are situated. 

The committee inserts in lieu thereof the following: 


Sort ConservATION SERVICE 
CONSERVATION OPERATIONS 


For necessary expenses for carrying out the provisions of the 
Act of April 27, 1985 (16 U. 8. C. 590a-590f) , including prep- 
aration of conservation plans and establishment of measures to 
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conserve soil and water (including farm irrigation and land 
drainage and such special measures as may be necessary to 
prevent floods and the siltation of reservoirs); operation of con- 
servation nurseries; classification and mapping of soils; dis- 
semination of information; purchase and erection or alteration 
of permanent buildings; and operation and maintenance of air- 
craft; $73,545,000: Provided, That the cost of any permanent 
building purchased, erected, or as improved, exclusive of the cost 
of constructing a water supply or sanitary system and connecting 
the same to any such building and with the exception of buildings 
acquired in conjunction unth land being purchased for other pur- 
poses, shall not exceed $2,500, except for eight buildings to be 
constructed or wmproved at a cost not to exceed $15,000 per 
building and except that alterations or improvements to other 
existing permanent buildings costing $2,500 or more may be 
made vn any fiscal year in an amount not to exceed $500 per 
building: Provided further, That no part of this appropriation 
shall be available for the construction of any such building on 
land not owned by the Government: Provided further, That in 
the State of Missouri, where the State has established a central 
State agency authorized to enter into agreements urth the United 
States or any of its agencies .on policies and general programs 
for the saving of its soil by the extension of Federal aid to any 
soil conservation district in such State, the agreements made by 
or on behalf of the United States with any such soil conservation 
district shall have the prior approval of such central State 
agency before they shall become effective as to such district: 
Provided further, That no part of this appropriation may be 
expended for soil and water conservation operations under the 
Act of April 27, 1935 (16 U. 8S. C. 690a-590f), in demonstra- 
tion projects: Provided further, That not to exceed $5,000 may 
be used for employment pursuant to the second sentence of sec- 
tion 706 (a) of the Organic Act of 1944 (5 U. S. C. 874), as 
amended by section 15 of the Act of August 2, 1946 (6 U.S. C. 
55a): Provided further, That qualified local engineers may be 
temporarily employed at per diem rates to perform the technical 
planning work of the service. 


WATERSHED PROTECTION 


For expenses necessary to conduct surveys, investigations, 
and research and to carry out preventive measures, including, 
but not limited to, engineering operations, methods of cultwa- 
tion, the growing of vegetation, and changes in use of land, in 
accordance with the Watershed Protection and Flood Prevention 
Act, approved August 4, 1954 (16 OU. S. C. 1001-1007), and 
the provisions of the Act of April 27, 1985 (16 U. S. C. 690a- 
590f), to remain available until expended $25,500,000, with 
which shall be merged the wnexpended balances of funds hereto- 
fore appropriated or transferred to the Department for watershed 
protection purposes. 
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FLOOD PREVENTION 


For expenses necessary, in accordance with the. Flood Control 
Act, approved June 22, 1986 (83 U.S. C. 701-709), as amended 
and supplemented, and in accordance with the provisions of 
laws relating to the activities of the Department, to perform 
works of improvement, including not to exceed $100,000 for 
employment pursuant to the second sentence of section 706 (a) 
of the Organic Act of 1944 (6 U.S. C. 574), as amended by 
section 16 of the Act of August 2, 1946 (6 U.S. C. 65a), to 
remain available until expended, $13,220,000, with which shall 
be merged the wneapended balances of funds heretofore appro- 
priated or transferred to the Department for flood prevention 
purposes: Provided, That no part of such funds shall be used 
for the purchase of ‘lands in the Yazoo and Little Tallahatchie 
watersheds without specific approval of the county board of 
supervisors of the county in which such lands are situated. 


WATER CONSERVATION AND UTILIZATION PROJECTS 


For expenses necessary to carry out the functions of the 
Department under the Acts of Ma, 10, 1989 (3 Stat. 685, 
719), October 14, 1940 (16 U.S SO: 590y-z -10), as amended 
and supplemented, June 28, 1949 (63 Stat. 277), and Septem- 
ber 6, 1950 (7 U. S. C. 1083- 1039), relating to water conserva- 
tion and utilization projects, to remain available until expended, 
$350,000, which sum shall be merged with the unexpended 
balances of Funds heretofore appropriated to said Department 
for the purpose of said Acts. 


Great Prains ConservaTion Program 


For necessary expenses to carry into effect a program of 
conservation in the Great Plains area, pursuant to section 16 
(b) of the Soil Conservation and Domestic Allotment Act, as 
added by the Act of August 7, 1956 (70 Stat. 1115-1117), 
$10,000,000, to remain available until expended. 


AgaricutturAL ConsERVATION Program SERVICE 


For necessary expenses to carry into effect the program 
authorized in sections 7 to 15, 16 (a), and 17 of the Soil Con- 
servation and Domestic Allotment Act, approved February 29, 
1936, as amended (16 U.S. C. 5909-590 (0), 590p (a)-590q), 
including not to exceed $6,000 for the preparation and display of 
exhibits, including such displays at State, interstate, and inter- 
national fairs within the United States; $237 ,000,000, to remain 
available until December 31 of the next succeeding fiscal year for 
compliance with the program of soil-building and soil- and 
water-conserving practices authorized under this head in the 
Department of Agriculture and Farm Credit Administration 
Appropriation Act, 1957, carried out during the period July 1, 
1956, to December 31, 1957, inelusive: Provided, That not to 
exceed $24,698,000 of the total sum provided under this head 
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shall be available during the current fiscal year for administra- 
tive expenses for carrying out such program, the cost of aerial 
photographs, however, not to be charged to such limitation; but 
not more than $6, 025, 800 shall be transferred to the appropri- 
ation account “Administrative expenses, section 892, Agn- 
cultural Adjustment Act of 1938’: Provided further, T. hat none 
of the funds herein appropriated shall be used to pay the salaries 
or expenses of any regional information employees or any State 
information employees, but this shall not preclude the answering 
of inquiries or supplying of information at the county level to 
endivndual farmers: Provided further, That such amount shall 
be available for administrative expenses in connection with the 


formulation and administration of the 1958 program of soil- 


building and soil- and water-conserving practices, under the Act 
of February 29, 1936, as amended (amounting to $250,000,000, 
including administration, and no participant shall receive more 
than $1,500, except where the participants from two or more 


farms or ranches join to carry out approved practices designed to 


conserve or improve the agricultural resources of the com- 
munity): Provided further, That not to exceed 5 per centum of 
the allocation for the 1958 agricultural conservation program for 
any county may, on the recommendation of such county com- 
mittee and approval of the State committee, be withheld and 
allotted to the Soil Conservation Service for services of its 
technicians in formulating and carrying out the agricultural 
conservation program in the participating counties, and shall 
not be utilized by the Soil Conservation Service for any purpose 
other than technical and other assistance in such counties, and in 
addition, on the recommendation of such county committee and 
approval of the State committee, not to exceed 1 per centum may 
be made available to any other Federal, State, or local public 
agency for the same purpose and under the same conditions: 
Provided further, That for the 1958 program $2,500,000 shall be 
available for technical assistance in formulating and carrying 
out agricultural conservation practices and $1,000,000 shall 
be available for conservation practices related directly to flood 
prevention work in approved watersheds: Provided further, 
That such amounts shall be available for the purchase of seeds, 
fertilizers, lime, trees, or any other farming material, or any 
soi-terracing services, and making grants thereof to agricul- 
tural producers to aid them in carrying out farming practices 
approved by the Secretary under programs provided for herein: 
Provided further, That no part of any funds available to the 
Department, or any bureau, office, corporation, or other agency 
constituting a part of such Departmen, shall be used in the cur- 
rent fiscal year for the payment of salary or travel expenses of 
any person who has been convicted of violating the Act entitled 
“An Act to prevent pernicious political activities”, approved 
August 2, 1939, as amended, or who has been found in accord- 
ance with the provisions of title 1 8, United States Code, section 
1913, to have violated or attempted to violate such section which 
prohibits the use of Federal appropriations for the payment of 
personal services or other expenses designed to influence in any 
manner a Member of Congress to favor or oppose any legislation 
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or appropriation by Congress except wpon request of any 
Member or through the proper official channels, 


Sort Banx PrRoGRAM 
CONSERVATION RESERVE PROGRAM 


For necessary expenses to carry out a conservation reserve 
program as authorized by subtitles B and C of the Soil Bank 
Act (7 U. S. C. 1881-1887 and 1802-1814) $162,940,000: 
Provided, That not to exceed $18,000,000 shall be available for 
administrative expenses of which not less than $13,500,000 
may be transferred to the appropriation account, “Local ad- 
ministration, section 388, Agricultural Adjustment Act of 
1988”: Provided further, That no part of this appropriation 
shall be used to enter into contracts with producers which to- 
gether with contracts already entered into would require pay- 
ments to producers (including the cost of materials and services) 
in excess of $350,000,000 in any calendar year, and for purposes 
of applying this limitation, practice payments shall be charge- 
able to the first year of the contract period: Provided further, 
That the average annual rental payment per acre shall not 
exceed $7.50 per acre for conservation reserve contracts entered 
into thirty days after approval of this Act. 


Sor, ConsERVATION SERVICE 


CONSERVATION OPERATIONS 


The committee recommends $73,545,000, an increase of $6,045; 000 
over 1957 as requested in the budget estimates. 

Of the increase of $6,045,000, the amount of $3,351,750 is for retire- 
ment contributions with a net increase of $2,693,250 to provide techni- 
cal assistance to new soil conservation districts, to accelerate soil 
surveys and extend technical assistance to low income farms, 


WATERSHED PROTECTION 


The committee recommends $25,500,000, the budget estimate, an 
increase of $8,000,000 over 1957. The committee is advised that 
$4,500,000 will be carried over from 1957, making $30,000,000 avail- 
able for next year’s program. 


FLoop PREVENTION 


The committee recommends $13,220,000, the budget estimate, an 
increase of $1,220,000 over 1957, to ‘accelerate installation of works of 
improvement. 

The committee has considcred the question of funds required for 
the Chickasha Reservoir project. It understands that the Corps of 
Engineers and the Soil Conservation Service have agreed that $248, 8 747 
of the $2,748,368 to be available for the Washita project would be 
required to construct a re ose reservoir on Spring Creek by 
the city of Chickasha, Okla. e committee agrees to the joint 
recommendation of the Soil Pee Service and Corps of 
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Engineers as to the desirability of this construction and recommends 
the construction agreed upon. 


Water CONSERVATION AND UtTrnizATION PRoJEcTS 


The committee recommends $350,000, the budget estimate, an 
increase of $118,000 over 1957, to continue land development on the 
project at Eden, Wyo. 


Great PLAtIns CONSERVATION PROGRAM 


The committee recommends $10,000,000, a decrease of $10,000,000 
below the budget estimate of $20,000,000. 

The amount recommended will enable the Department to inaugu- 
rate this program for which plans have not yet been formulated. 


AGRICULTURAL CONSERVATION PROGRAM SERVICE 


The committee recommends an appropriation of $212,000,000 to 
finance the 1957 program of $250,000,000 which was authorized in 
the 1957 appropriation act. There is a balance of $38,000,000 avail- 
able under the 1955 program to provide the full $250,000,000 required. 

The committee recommends an advance authorization of 
$250,000,000 for the 1958 program. 

The committee has provided an administrative expense limitation 
of $24,698,000, of which not more than $5,025,800 may be transferred 
to section 392 for costs of National and State administration. This 
is the amount provided for 1957 and is $1,704,400 below the budget 
estimate. 

The committee has restored the limitation of $1,500 which any 
participant may receive from the program. ‘This restores the amount 
in the law for 1957, and the amount requested in the budget estimate; 
and strikes out an amendment inserted in the House to increase the 
limitation on payments from $1,500 to $2,500. 


Sor, BANK PROGRAMS 
CONSERVATION RESERVE PROGRAM 


The committee recommends an appropriation of $162,940,000 for 
fiscal 1958 to make annual and practice payments, and to administer 
the program. The revised budget requested $298,826,660, and the 
amount recommended is $135,886,660 below the estimates. In fiscal 
1957 the program was financed from capital funds of the Commodity 
Credit Corporation pursuant to authority in the Soil Bank Act, 1956. 

The committee recommends $18,000,000 for administrative and 
technical expenses, and of this amount not to exceed $4,500,000 may 
be used for State and National office administration. 

‘The committee agrees with the House that the $5,000,000 proposed 
for expansion of nurseries will not be needed due to the slow rate of 
signup for practices requiring seedling stock. 

The House bill provided a limitation on the program of $250,000,000. 
The committee recommends a program limitation of $350,000,000, an 
increase of $100,000,000 above the House bill. 

The committee has inserted the following proviso: 
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Provided further, That the average annual rental payment per 
acre shall not exceed $7.50 per acre for conservation reserve con- 
tracts entered into thirty days after approval of this Act. 


The committee recommendation is made to provide more realistic 
annual payment rates under the program. The formula used by the 
Department has resulted in establishing rates too high in some States, 
particularly for long-term contracts. 

The committee believes this program has merit if carefully ad- 
ministered to avoid abuses and participation for speculative purposes 
which have been reported to the committee, 


ACREAGE REsERVE PROGRAM 


The committee recommends an appropriation of $600,000,000, the 
game amount as the House bill, and a decrease of $101,173,340 from 
the budget estimate of $701,173,340. 

The committee recommends not to exceed $34,500,000 for adminis- 
trative expenses. It is expected that with experience gained in de- 
veloping and administering the 1956 and 1957 programs that some of 
this limitation will be available for program payments. 

The committee recommends that the following proviso in the House 
bill beginning on page 20, line 21 after the colon be stricken: 


Provided, That no part of this appropriation shall be used to 
formulate and administer an acreage reserve program with re- 
spect to the 1958 crops; or in total compensation being paid 
to any one producer in excess of $2,500 with respect to the 
1958 crops 


The committee recommends insertion of the following provisions: 


Provided, That not to exceed $34,500,000 of the total sum 
provided under this head shall be available for administrative 
expenses: Provided further, That no part of this appropriation 
shall be used to formulate and administer an acreage reserve 
program which would result in total compensation being paid 
to producers in excess of $500,000,000 with respect to the 1958 
crops, or in total compensation being paid to any one producer 
in excess of $5,000 with respect to the 1958 crops 


The committee amendment provides authorization to formulate and 
administer a program for 1958 crops of not to exceed $500,000,000. 

Under present circumstances there appears to be little or no pos- 
sibility of getting new farm legislation approved during this session 
of Congress. There is some doubt that the acreage reserve program 
will achieve its objective of reducing surpluses. The Department has 
requested restoration of a $750,000,000 program for 1958. 

The committee recommendation will provide authority to plan a 
1958 program, but unless the 1957 program proves to be more success- 
ful than anticipated it is doubtful that authorization will be given for 
a 1959 program. 

The committee recommendation provides an opportunity to the 
legislative committees, and to the Department to evaluate the effec- 
tiveness of the acreage reserve program, and provide new legislation 
prior to this committee’s action on the 1959 program. 
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TITLE II—CORPORATIONS 
Commopity Crepit CoRPORATION 
ADMINISTRATIVE EXPENSE LIMITATION 


The committee recommends $34,398,000, an increase of $1,000,000 
above the House bill, and $3,002,000 below the budget estimate. The 
increase in limitation is authorized for the contingency reserve. 


TITLE IV—RELATED AGENCIES 
Farm Crepit ADMINISTRATION 


The bill includes a total for administrative expense limitations of 
$5,575,000, of which $2,200,000 is for the Farm Credit Administration 
and $3,375,000 for the Federal Intermediate Credit banks. 

The amount recommended is the same as the budget estimate and 
the amount in the House bill and is a decrease in limitations of 
$781,000 from the amounts authorized in 1957. 

The committee has approved the provision in the budget estimate 
and the House bill for the liquidation of the Federal Farm Mortgage 
Corporation, and to enable said corporation to continue administration 
of its reserved mineral interests. 
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Calendar No. 423 


85TH CONGRESS t SENATE Report 
1st Session No. 416 





DEPARTMENTS OF LABOR, AND HEALTH, EDUCATION, 
AND WELFARE, AND RELATED AGENCIES APPROPRI- 
ATION BILL, 1958 


June 7, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of May 13, 1957 


Mr. Hitt, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 6287] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 6287) making appropriations for the Departments of Labor, 
and Health, Education, and Welfare, and related agencies for the 
fiscal year ending June 30, 1958, and for other purposes, report the 
same to the Senate with various amendments and present herewith 
information relative to the changes made: 


Amount of bill passed by House_..._.....-..-..-- $2, 846, 831, 581 
Amount added by Senate (net)_......-...-.-.----. 38, 459, 200 

Total of bill as reported to Senate__.......- 2, 885, 290, 781 
Amount of appropriations, 1957__........-------- 2, 884, 858, 181 
Amount of the regular estimates, 1958__........-. 2, 981, 927, 581 


The bill as reported to the Senate: 


Over the appropriations for 1957.....--..---. 432, 600 
Under the estimates for 1958_...........----. 96, 636, 800 
1 
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2 LABOR-HEALTH, EDUCATION, WELFARE APPROPRIATIONS 


DEPARTMENT OF LABOR 


OFFICE OF THE SECRETARY 


er mrOntnenens Sg nods SURE E cc wcccesne eld $1, 775, 000 
NS SE te dase wm ceased arenelangs teins tod abboae th wim inctaw wes ofl 1, 619, 000 
ROR RNNasiiss ssc wet see isisc cece ctweccceses 1, 480, 000 
Penne In eum eetows 1, 480, 000 


No increase is recommended. The 1957 appropriation on a compa- 
rable basis is $1,246,725. Mandatory increases amount to $107,130, 
resulting in an allowance of $126,145 over the 1957 program with 
the mandatory increases. From this increase $50,000 is provided for 
a nonrecurring rental item leaving $76,145 increase for program items. 

The committee recommends the deletion of the limitation on the 
amount of funds available for international labor affairs but is 
providing only $200,000 for this activity. 

The committee has included a proviso to increase the limitation 
applicable to 1957 for international labor affairs for $5,000. This 
action is required as a result of the Federal Executive Pay Act of 
1956 which added $5,000 obligations to this activity for the payment 
of additional salary to the Assistant Secretary for International 
Affairs. The Department had requested from the Bureau of the 
Budget the submission of language to increase the limitation by the 
amount of funds required to pay the additional salary, but the 
Budget Bureau failed to submit the necessary language estimate. 


OFFICE OF THE SOLICITOR 


nn? 25... 0... 22 se hoaemaDéeeataconanecssnen $2, 021, 000 
Transfer from highway trust fund_.............------------ 300, 000 
eo et vaid beta oasaacwenceus 2, 263, 000 
Transfer from highway trust fund. ......................... 365, 000 
pee menowemnees ee OS Os OL ea UR ac 2, 021, 000 
Transfer from highway trust fund_._...........-.-----.---- 365, 000 
Committee recommendation ---_.........-..-..-.--.-..-.------- 2, 191, 000 
Transfer from highway trust fund._-..........--------.---- None 


The committee recommends an increase of $170,000, the amount 
necessary to finance the mandatory increases, 

The committee recommends the deletion of the proviso to make 
available $365,000 by transfer from the highway trust fund: for the 
administrative expenses of the Solicitor in making wage determina- 
tions in accordance with the Davis-Bacon Act as provided in the 
Federal-Aid Highway Act of 1956. 

It is the sense of the committee that the legislative history and 
intent in the enactment of the Highway Revenue Act of 1956 did not 
contemplate the use of the highway trust fund for this purpose. The 
question was submitted to the Office of the Legislative Counsel of the 
Senate for an informal opinion and the committee was advised that 
“such an appropriation from the trust fund is not authorized.” 

The committee is aware, of course, that funds will be required to 
finance the administrative expenses of the Department of Labor in 
making these wage determinations, necessary for the negotiation of 
contracts in the Interstate System. The current rate of expenditure 
is such though as to raise serious doubt as to the amount necessary 
and the Department is directed to submit a supplemental estimate for 
consideration by the Congress prior to July 1, 1957. 
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Bureau or Lasor STANDARDS 


1057 appropriation... ....6.. 065 ocd. a ee $911, 500 
1058 budget estimate... 6 sauces edd de ee eA es we ote cee 1, 167, 000 
ON NIN ar see neisgs ines iam ta a ledaleinaed cosd aaa eta as dete 985, 000 
cmuees PegomMendauon. <> -- oo oS cen cece 985, 000 


No increase over the House allowance is recommended. The funds 
provided are sufficient to pay the cost of the mandatory increases 
amounting to $49,700. 

The budget presented by the Department sought increases for a 
migratory labor program, $41,000; for the youth employment pro- 
gram, $63,500; for conducting the President’s Safety Conference, 
$20,000; for extending safety services to industries using fissionable 
materials, $20,000. The action of the committee allows nothing for 
these increases sought for increased program items. 


BureAv or VETERANS’ REEMPLOYMENT RiaGuts 


1067. approprietlOn. sss ce pion sicsncemisnns Geese bn tame dehecee $383, 000 
LO WRARES CEMALE...«. <2 Siemon nnpetedmne task rata tel wena 542, 000 
ET TN Sos sri db bene ign woh erence th oe alld tel bn Ghee ses enon teen 542, 000 
Committee recommendation. - 2.2.2 lee ee se ees le 542, 000 


This allowance provides $159,000 over the 1957 ARRIOPSS HOD of 
which $21,000 is required for mandatory items. The balance is 
available for reducing backlogs and improving services to veterans. 


Bureau or APPRENTICESHIP 


Ss SO oe sn eointinn nde +otinensomenainebnndihenn $3, 399, 000 
ST TEED 0 nn con mnne dea tabaahanieninawamiee 3, 940, 000 
TONS Gee wn ne ose oe Se ec ee ee eee eb. 3, 600, 000 
Committes recommendation... .. 2c ita coe Le dee ch a 3, 600, 000 


No increase is recommended. This allowance will provide only for 
the mandatory increases amounting to $187,400. 

No allowance is made for any of the program increases sought in the 
budget presentation, including that for $205,700 for an extension of 
the Bureau’s training service. The committee was informed that 
there was no area of disagreement between the Department of Labor 
and the Department of Health, Education, and Welfare in connection 
with. this proposed extension of the Bureau’s. training ‘activities: 
There was, however, a wide divergence of opinion of the necessity 
for this increased program among State leaders in the vocational 
educatton field. 

The Congress was advised that the Department’s contemplated 
plans are authorized by the act creating the Department. But 
there seems to be some area of disagreement in this connection, and 
it is suggested to the Department that they submit to the Congress 
legislative proposals to spell out in very definite terms the program 
and the authority which they need to embark upon this activity. 











4 LABOR-HEALTH, EDUCATION, WELFARE APPROPRIATIONS 
Bureau or EMpLtoyMENT SECURITY 


SALARIES AND EXPENSES 


 ocnwncnpocanadatnnanninesasnesaneininncanati $5, 558, 000 
al iaahen ah ertoicdinsrtn ioahse snes esia gates thsesh od ects we 6, 358, 000 
Buu ee ONIOMS SLU Bi ella pea ba ada ind 5, 558, 000 
Comeeeeenes HORGMIONANUO Ss <3 oo do ohh cee wen tecncenincp one 125, 600 

Transfer from Unemployment Trust Fund_..--...-...--.--- 5, 874, 400 


The committee recommends an increase of $442,000, sufficient to 
finance the mandatory-increase items and to provide for the program 
for older worker studies previously financed through the office of the 
Secretary. 

The Rassinie’n budget contemplated program increases to cost 
$357,960 and to add 51 additional employees. The principal items 
sought were for regional-office leadership of State evaluation programs 
to get more effective State unemployment insurance and employment 
service programs, $85,970; to maintain State audits on a current basis 
and expand surveys of fiscal management and control in State agencies, 
$55,460; for new labor market analysis, particularly in areas of per- 
sistent and substantial unemployment, $47,375; and to strengthen 
State control of tax and claims administration, $40,015. The amount 
recommended by the committee will finance none of these contem- 
plated increases. 

The funds sought for this item are charged—with the exception of 
$125,600 relating to Puerto Rico, the Virgin Islands, and unemploy- 
ment compensation for Federal employees’ programs—under the 
terms of the Employment Security Administrative Financing Act of 
1954 to the earmarked three-tenths of 1 percent of the Federal Un- 
employment Tax Act. These earmarked funds are available only for 
the administrative expenses of the program and for payment to the 
States’ accounts for use either for the payment of unemployment- 
insurance benefits or, where specifically appropriated by the State 
legislature, for the payment of employment-security administrative 
expenses. The estimated net collections from this tax in 1958 of 
$321,000,000 will be disbursed in its entirety either as administrative 
expenses or as surplus to State accounts regardless of the action taken 
on this budget estimate or that for grants to States. 

Inasmuch as these funds, with the exception of the minor items 
cited above, are later offset by payment to the Treasury out of 
earmarked tax collections imposed by the Federal Unemployment 
Tax Act, three-tenths of 1 percent, the committee has provided that 
the funds, except for $125,600, be derived by transfer from the 
unemployment trust fund on a basis similar to that currently made 
for the Railroad Retirement Board and for the Bureau of Old-Age 
and Survivors Insurance out of their respective trust funds. 


GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND EMPLOY- 
MENT SERVICE ADMINISTRATION 


a ales anemia a ornid bccn eine seen wile $250, 000, 000 
nauk kiwephimewoene 270, 000, 000 
eI SA dk LS. De ekeweeuccewucue 249, 814, 000 
Committee recommendation -....................-.-..--. .--- 260, 000, 000 


The committee recommends that an additional $10,000,000 over 
the current year’s appropriation be made available, and that the 
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contingency fund carried in the bill for the past. 8 years and available 
only to meet increased costs of administration resulting from changes 
in the State law or increases in the number of claims filed and claims 
paid or increased salary costs resulting from changes in State salary 
compensation plans, which increases in administration cannot be 
provided for by normal budgetary adjustment, be provided in the 
amount of $10,000,000. The increase recommended will provide 
$7,745,000 estimated to be necessary to cover increases in State 
salaries and the balance, and $2,255,000 is provided to meet several 
of the estimated increases in workloads. 

As pointed out in the item next above, funds for this item are 
charged to the unemployment trust fund, and at the end of the year 
the Treasury is reimbursed for all expenditures from this account, 
that is the advance from the Treasury to the Department under this 
head is offset by reimbursement at the close of the fiscal year by 

ayment out of the collections under the Federal Unemployment 
Max Act. Funds in the Federal unemployment account of the 
Unemployment Trust Fund cannot exceed $200 million, the excess 
being immediately distributed to States’ accounts. 


UNEMPLOYMENT COMPENSATION TO VETERANS 


BOOT SROITIIN Ue os on cdc cbiwndige scntenanecaieiantunk $70, 000, 000 
1066 Dudget: eatimaten. 205501. sei. sbi aici wees es 42, 000, 000 
TE OUNO AU WANG shag ih peng tenprm ard bn) minal ili hacia tes dededt 36, 800, 000 
Committees recommendationd......anekssdenensbasstethionanemenum 36, 800, 000 


No increase is recommended. It is the sense of the committee that 
the allowance will be entirely adequate. Attention is directed to the 
experience over the past several years, which indicates that the 
Department has grossly overestimated its needs for this program. 
For fiscal year 1955, the budget estimates amount to $144,000,000; 
Congress provided $126,000,000; the expenditures amounted to 
$106,916,550. For fiscal year 1956 the budget estimate was $150,- 
000,000; Congress allowed $120,000,000; the actual expenditures were 
only $70,096,109. For the current fiscal year the revised budget 
estimate, reduced after the official submission of the budget in January, 
was $90,000,000. Congress allowed $70,000,000. Indications are 
that expenditures will be $55,000,000. 

Whatever funds are required must be made available by the 
Congress. But the estimates from the Department have been so 
unrealistic that their demand for $42,000,000 for fiscal 1958 for this 
program does not appear to be justified. 


UNEMPLOYMENT COMPENSATION FOR FEDERAL EMPLOYEES 


Se Ne ee coaronnumenaioodenediaatanaaaee $25, 000, 000 
1968 ‘budest estimate). ois is Oe os, SU Lees 32, 000, 000 
Howse allowaneei ii. iG ices. A ditinies.oal..esevolauu 25, 000, 000 
Committee recommendation.» in. e-dde capo Solhl cncewenteoaet 25, 000, 000 


No increase is recommended. It is the sense of the committee that 
the allowance will be entirely sufficient to pay these statutory bene- 
fits. There will be available, in addition to this appropriation of 
$25,000,000, a carryover balance of some $3,000,000 from the current 
year, to make available a total of $28,000,000 for the coming fiscal 
year, an allowance of some $3,000,000 in excess of the current year 
requirements. 
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MEXICAN FARM LABOR PROGRAM 


ee SRN on So ene ee A Sere) AS ea a us $2, 125, 000 
Peed wmaney Greene ate SE DOC ug 2, 683, 000 
OIRO: ocr0 ds. pecs) cls os aties etnlien-secacs 2, 236, 200 
RUPPIRENOR SOORMIIIOREREOD «gon. oon ence nnn asnndeeone<nin-<-- 2, 500, 000 


The committee recommends an increase of $263,800. This will 
provide funds for the mandatory increases amounting to $95,000; an 
additional $34,900 for contracting an estimated 62,000 more Mexican 
nationals and the balance for a more intensive program of making 
wage determinations, investigating and settling complaints and ter- 
minating and extending contracts at the site of employment. 


Bureau or Empioyeses’ CoMPENSATION 


SALARIES AND EXPENSES 


aan emnmenannn fs bol a aes eee, eds dons $2, 347, 000 
I ls oe while Saidwinton 2, 838, 000 
EE ELE I ODL. ERG LATO EAC ONE te! EE 2, 838, 000 
Comiunitecs recommendation... 2... 2 ee cee 2, 838, 000 


The funds here recommended provide for the proposed further de- 
centralization of the Federal Employees’ Compensation Act program 
to three additional field offices to be located in Boston, New York, 
and Chicago. 

The Bureau was provided with funds during fiscal year 1953 to 
expand its field office in San Francisco to service Federal employees’ 
claims reported from Federal establishments in the six Southwestern 
States for the purpose of testing the advantages of operating this pro- 
gram on a decentralized basis. The experience of this office has dem- 
onstrated the advantages of a decentralized operation. 


EMPLOYEES COMPENSATION FUND 


(Annual Indefinite) 


Provision is here made for an annual indefinite appropriation of 
such amount as may be required during the current fiscal year for 
the payment of statutory benefits to Federal employees injured in 
the course of employment. 


Bureav or Lagpor Statistics 


ID Fh ne a keno den nemateakern= usher $6, 875, 000 
oh 8 ee aa ath str ti tab owe esau. 7, 768, 000 
SS CT OP. TAT UST URES SLY EGE Tat Bin 42 00 By eee ese 7, 124, 000 
ee III «Gres. i ct ccddn dacs cdnueusccee 7, 225, 000 


The committee recommends an increase of $101,000, an amount 
sufficient to pay the mandatory increases in 1958. The Bureau had 
sought increases for new programs amounting to $526,950 and 76 
additional employees. The committee recommendation will enable 
the Bureau to retain its 1957 strength and to operate its activities at 
the 1957 level. 
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Women’s Bureau 


TOOT epndewinMee ono nek eA $403, 000 
95a budget estimate. «2.5 205. ee we ec. ene Ls 462, 000 
BEOIO: MUOWONOR. 5 6 5.4 ~ 5 os inccs inte batman aha dee aaa te 462, 000 
ER TEOD TROOTD TOTO i ce on ce ms cee dase sheen bilinear acinatinain acai 462, 000 


This allowance provides $20,562 for mandatory increases for the 
continuing staff and $58,000 for the establishment of a field service 
consisting of 4 field representatives and 2 supporting clerical staff. 


Wace anv Hour Division 


1967 appropriation... ..... 020i sus ee RE a A $9, 988, 000 
1068 budget estimate. ....4066 posse pe cnceweswneedsseedemmunel 10, 888, 000 
I PRIN... + £5. sass cn eth edniduniietn an ow isch mabensa dia aeaeapaee ena 10, 600, 000 
Committee recommendation ~ - 4... cccew mace taccccsetonccuecna 10, 600, 000 


No increase over the House allowance is recommended. There is 
included in the 1958 budget for the Division a request for $781,600 to 
cover mandatory cost increases, including $232,000 for regular pro- 
motion costs based on long established policy of hiring investigators at 
GS-7 and promoting them to grade GS-9 at the conclusion of the 
requisite training period. 

The Division will be enabled to effect these promotions and to pay 
the balance of the mandatory increases by reducing funds sought for 
compliance and enforcement. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


AMERICAN Printinc Houses ror THE BLIND 


1057 -anprovriation.. 6s sen ld- cuiicci- mii suddiuice. edhe $230, 000 
LOD DS OBC MRIG ian at 56h 20d eed oben band caw cee 328, 000 
I ENS ng ee 328, 000 
Cominittes recamnmendaw0l..... 5 2255) coli ccc ecw ccabecsouneneen 328, 000 


The committee approves the House allowance for the full amount 
of the budget estimate. 

This appropriation provides Federal funds for the free Braille text- 
books and other educational materials needed for the education of the 
Nation’s blind children. This allowance, together with the $10,000 
permanent annual appropriation, will provide a per capita allowance 
of $30.93 for each blind student compared to the $30.04 made available 
in the current fiscal year. 


Foop anp Drug ADMINISTRATION 


SALARIES AND EXPENSES 


RUT GUNMEN ais aia 8 Sarr reese seatnaianin aac ek clair ek $6, 779, 000 
Tee UGGS MIOENG.. «os coe chose ee cute iecemmede 9, 300, 000 
pea Gowns oes idk dE care dcdcds ba coms badannee 9, 300, 000 
Comaiittee recommendation... .. nec cnnccnccnccncsnnsluiies 9, 300, 000 


The committee approves the budget estimate for fiscal year 1958 
totaling $9,300,000 for enforcement operations, an increase of 
$2,521,000 or 37 percent over the sum appropriated for the current 
fiscal year. This proposed increase brings the Food and Drug 
Administration a step closer to achieving the objectives outlined in 
the Citizens’ Advisory Committee recommendations, as well as 
carrying-forth the policy of strengthening enforcement of the food 
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and drug laws. The estimate contemplates the addition of 162 new 
employees, 45 in the departmental service and 117 in the field service. 

he committee has added authorization for the purchase of not to 
exceed 89 passenger motor vehicles, of which 51 are for replacement 
only. Inspectional personnel are required to be in almost constant 
travel status and the inspector is required to carry as much as 350 
pounds of equipment in the automobile, the equipment costing in 
excess of $600. It is the sense of the committee that it will be more 
economical to provide the vehicles than to pay employees for the 
operation of personally owned cars. 


CERTIFICATION, INSPECTION, AND OTHER SERVICES 
(Annual indefinite) 


Funds for this program are derived from the collection of fees for 
the certification of certain antibiotics, coal-tar colors and insulin; 
inspection of seafood packing plants, and the establishment of tol- 
erances for pesticide residues. Regulations require parties who avail 
themselves of the services to make advance deposits to insure pay- 
ment for services rendered. Where no services are rendered or are 
below those contemplated, refunds are made to the depositors. 


FREEDMEN’s HosPITAL 


RORY emt nee. 2364s be ELS eg Dk ob bl d3 Ione $2, 801, 400 
I ae am dealin 3, 032, 000 
Nee nn nn nn rh was 3, 000, 000 
Committee recommendation. -_.............-.----.------------- 3, 000, 000 


The committee approves the House allowance, a reduction of 
$32,000 below the budget estimate. The Department advised the 
committee that the reduction of $32,000 provided by the House 
allowance would all be assessed against the request for additional 
nursing positions. 

The estimate contemplated increases of approximately $250,000 for 
mandatory items and approximately $95,000 for new program items, 
for a total change of $344,200 after adjustments in the 1957 appro- 
priation. 

A report to the committee on the effect of the House’s action 
indicated that all of the requested increases went for mandatory 
items, and new program items totaling approximately $95,000 would 
be allowed but that the reduction would be absorbed by a decrease in 
the nursing program. The committee directs that no decrease be 
effected in the nursing program. 


GALLAUDET COLLEGE 


rk eahdns meric tain wenmeeaneabneine ho gird iia $615, 000 
ns GUNN oon ke eee cn ecb ees ecededsbossiuesis 730, 000 
Se Ak, 730, 000 
Cates weoemindnmatnn . o.oo co eas ec kétanceemcees 730, 000 

The committee approves the House allowance of $730,000, the 
budget estimate. This estimate contemplates the addition of 13 


additional employees for extension of the research program, for 
strengthening the instructional program, and for increased auxiliary 
operating costs, including maintenance and operation of new buildings. 
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CONSTRUCTION 
ORT SEER, 0.00 cnc vcasenbtiapaiinumiinan $2, 547, 000 
3056 bactnt eptininte. niin kis hi bs dds adidd dhe diedawie cue’ ; , 000 
PE REID, no a: inthe whens thein weplan ts dada eae 1, 690, 000 
RE he ALG RL DLL ETRE ION. 1, 690, 000 


The committee approves the budget estimate for the third stage 
in the construction program. The program, which has previously 
received appropriations amounting to $4,772,000, is brought to 
$6,462,000 by the amount here recommended, leaving a total of 
$2,340,000 to be appropriated for fiscal year 1959. 

This allowance will provide construction funds for a cafeteria and 
service building, for a men’s residence hall, and for certain outside 
services, roads, walks, and grating. 


Howarp UNIVERSITY 


SALARIES AND EXPENSES 


1067 eprenCNheh....cicciné inte wbisniddéubils dineianiwesse lies $3, 300, 000 
Re NG BBs i nwa nomen aedicnmned abiensldiennkinasisanl b 

RIA IES EN, Daher actin oh ihe io NN 3, 800, 000 
COOPINSNGEN TOCORIONGRSION. «. ono ne one cen wd cain Sunes 3, 800, 000 


The committee approves the House allowance, $200,000 less than 
the budget estimate but an increase of $500,000 over the current 
year’s appropriation. 

It is the sense of the committee that the allowance will be entirel 
omegnete to finance the continued operation of the college on a hig 
evel. 

PLANS AND SPECIFICATIONS 


1958 Budget estimate... ssn ea reece CARERS $150, 000 
RET DEI, cn} 0 epnctendel bis cenit etaiibecattininimadinkig ties a eae 150, 000 
CGmmitise recemmMenGatlon...cnicnksincciecstonindi'e sldmuien td Geeaeae 150, 000 


This allowance includes $80,000 for plans on a physical-education 
building to cost $4,600,000 and complete plans on a home-economics 
building to cost $1,175,000. 


CONSTRUCTION OF BUILDINGS 


9067. enerodrintios.1c68< 66 ns casiein clive dda iil ci. ide $100, 000 
SINS PION in Lins ome eondstebenbonnhdamenneddnmeenetl 262, 000 
SIN I vs 5 ace ddim nama ahaa apa R Lo a ceeis ake 262, 000 
Uoeamittes recommendation ..... << cnnedcucacsevddsonecdocc ten 262, 000 


This allowance will provide funds to complete the equipping of the 
dental-school building. 


Orrice or EpvucaTIon 


PROMOTION AND FURTHER DEVELOPMENT OF VOCATIONAL EDUCATION 


TOG T DOR RAUIOE. nc chnwwcnniane coddienenchmebiiinndtecd tinue $31, 442, 081 
IE III, veces w-borceorotnanite en sioniiainaiee ees cae 33, 750, 081 
OURS GROWENOD. oss. oa'ccccdciecsercccsbac en Ee SS 33, 442, 081 
Committee recommendation . .........-.-ccn-ccncccccnccnccens 33, 750, 081 


The committee recommends an increase of $308,000 to make avail- 
able the full amount authorized by the Vocational Education Act of 
1946, as amended. These additional funds will provide $228,000 for 
voeational education in the fishery trades and industry and distributive 
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occupations therein and $80,000 for grants for vocational education 
in Guam. 

Authority was granted in the appropriation act for the current year 
to permit the redistribution of funds which States and Territories 
are not prepared to use, among other States and Territories applying 
therefor for use in the programs for which the funds were originally 
apportioned. The budget estimate requested the continuance of this 
authority, and the committee recommends its inclusion. It is antici- 
pated that this provision will make full use of available funds for the 
purposes intended. 


FURTHER ENDOWMENT OF COLLEGES OF AGRICULTURE AND MECHANIC 


ARTS 
Rehnaa en aeimah wade kwssbnnis $2, 501, 500 
poe nacmee cuuamate. ..... LFEPA LAR sd cnn. nn ce wine 2, 501, 500 
ES ell Sel. ei: A al RF aS a i I 2, 501, 500 
Committee recommendation. <¢ 240.5 ~ one s- sek ee a Se -- 2, 501, 500 


The committee recommends the budget estimate, the full amount 
authorized by the Bankhead-Jones Act, under which funds are made 
available to land-grant colleges and universities in the several States, 
Hawaii, and Alaska. Each State and Territory receives annually 
$20,000 plus a proportionate share of the balance, $1,501,500, allotted 
on a population basis. 


GRANTS FOR LIBRARY SERVICES 


a eaten at mtn te Ded te ele Pe IP re $2, 050, 000 
Ee cbaatberinaeenenmenmee 3, 000, 000 
eee erowanes |. UOT AS he LA BAS Ae enw 5, 000, 000 
ines cupommemnnnen. sss ee eke ldiee 5, 000, 000 


The committee approves the House allowance for this item, an in- 
crease of $2,000,000 over the budget estimate. 

The Library Services Act provides for the further extension of 
public library services by the several States to the rural areas without 
such services or with inadequate service. Library authorities estimate 
that currently some 27 million people, mostly in the rural areas, in the 
United States are without access to local public library services, and 
an additional 53 million have only inadequate service. A total of 
$7,500,000 is authorized for this program annually for the next suc- 
ceeding 4 fiscal years. 

The committee recommends the addition of the following proviso: 
Provided, That the amount of any State’s allotment from this 
appropriation which such State certifies will remain unpaid to 
it on June 30, 1959, may be reallotted by the Commissioner 
among other States applying therefor in proportion to their rural 
population, and deemed part of such allotments, except that no 
State’s allotment shall be so increased as to exceed the allotment 
which would be made to it were this appropriation equal to the 
maximum authorized under such Act. 


This provision will permit the redistribution of funds which States 
and Territories are not prepared to use among other States and Terri- 
tories applying therefor. It is anticipated that this provision will per- 
mit full use of available funds for the purposes intended. 
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PAYMENTS TO SCHOOL DISTRICTS 


2007 anrrontiations. . 60.6 cscs cin Sidaiese PRE oie $113, 050, 000 
1958 budget estimate. 66s ccwcsccsscssssscscscescccsnnencdsi 127, 000, 000 
House sllowanee== 626 6265 scccscasensccesseeccquecaeswuabae 127, 000, 000 
Committee recommendation... .............-.....--.-.------e 127, 000, 000 


The committee approves the House allowance for the full budget 
estimate. Payments to school districts under Public Law 874, as 
amended, are authorized through fiscal year 1958, and it is estimated 
that this allowance will permit the payment of full entitlements for 
the year. 

Payments are made to the school districts based on entitlements 
in accordance with the formula contained in the act. The full amount 
of the entitlements has been appropriated each year since the author- 
ization was passed, with the exception of the first year, 1951, when 
97.98 percent of entitlements were provided for in the appropriation 
of $29,080,788, leaving a deficit. of $605,229, against entitlements 
totaling $29,686,017; and in fiscal year 1955, when the appropriation 
of $75,000,000 provided for payment of 99.64 percent of entitlements, 
totaling $75,270,176. 


ASSISTANCE FOR SCHOOL CONSTRUCTION 


1957 approprintion... sii) sien cissekigaill sels iéa ek $108, 500, 000 
SES -Dosaclaets GG WANES ocd ve hdn oases cad lob sencicm dente hacen 41, 800, 000 
THOUS GHOWEUN0CL os | on eee a oe adagenvawigunoeee 41, 700, 000 
Cotamitice recomemnmetien. « «6 co. atkccubsaaneiacounans eee 41, 700, 000 


The committee approves the House allowance, a, reduction of 
$100,000 below the budget estimate, a decrease in the funds provided 
for transfer to the Housing and Home Finance Agency for certain 
technical services. 

Assistance for school construction under Public Law 815, as amend- 
ed, is authorized through fiscal year 1958. ‘These funds are provided 
to assist local school districts to help build schools needed to house 
increased numbers of children in federally affected areas. Provision is 
also made and $4,000,000 is provided for the Federal construction 
of schools on Federal property where no local agency is able to accept 
responsibility for providing free public education to pupils residing 
on such property. 

SALARIES AND EXPENSES 


LOT: I ai insi.ci' tn nee code wee hades <aledc aianieal $5, 270, 000 
a DotNet onic cs es n> een a rahe we he ane ae ee 7, 500, 000 
I EE ERR ALIS Sirti, TB 8 Rl gighiia Sma bee 7, 000, 000 
Committee recommendation... ..0- 22 -e a eee eee 7, 000, 000 


The committee approves the House allowance of $7,000,000, 
$500,000 less than the budget estimate. The allowance provides the 
full amount requested for mandatory increases. This will permit 
the Office of Education to continue each activity in 1958 at the same 
level plus the cost of the mandatory increases. And, in addition, 
this allowance will provide the full budget estimate for research 
projects, including those providing for the education of the mentally 
retarded. 
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PRESIDENT’S COMMITTEE ON EDUCATION BEYOND THE HIGH SCHOOL 


so. Co inhbnidancaebbbater ten dbeswdeute $150, 000 
I a i al sen ee mnrmumselieiilitae 300, 000 
ssn eh lana inden in eA LA SAR Ane None 
Ce ee een ec uupuwacconeesces 200, 000 


The committee recommends an allowance of $200,000 to enable the 
President’s Committee to fulfill its statutory duty of making a final 
report to the President and to the Congress not later than December 
31, 1957. The funds recommended will provide the necessary admin- 
istrative expenses for this purpose and expenses for liquidation of the 
program thereafter. 


GRANTS FOR STATE COMMITTEES ON EDUCATION BEYOND THE HIGH 


SCHOOL 
ees eran. og. BOC 8S. Ag hha gc epee meneecicn sek su $650, 000 
NN EE PELE BL PLD RD LE DO LON None 
ES SR hgh eb ripe bah Edi plage och GE FESS None 


No funds are provided for this request. The estimate was considered 
by the Congress in connection with the Third Supplemental Appro- 
riation Act, 1957. It is the sense of the committee that following the 
final report of the President’s Committee on Education Beyond the 
High School due not later than December 31, 1957, Congress should 
again consider what steps should be taken to effect any of the recom- 
mendations. 


OFFIcE oF VOCATIONAL REHABILITATION 


GRANTS TO STATES AND OTHER AGENCIES 


Re ccck te at eddeeheuenphencminwnea $39, 500, 000 
i. cee alemmelie eduneunenmtur che: sia 45, 100, 000 
ee uiddehieesatiobereuneaes 45, 100, 000 
Compeitiee seudmamendstion. 2 oo) bone ec cece ceed 45, 100, 000 


The committee approves the House allowance of $45,100,000, the 
full amount of the budget estimate, to provide $40,000,000 for voca- 
tional rehabilitation services under section 2, $1,500,000 for extension 
and improvement projects under section 3, and $3,600,000 for special 
projects under section 4. 

This allowance is, in the view of the committee, sufficient to provide 
maximum Federal funds which States can match under the provisions 
of the act. 

TRAINING AND TRAINEESHIPS 


IG ici ie os riierde dd scab cys hn dein cncietiions $2, 950, 000 
NO El EIEN, tliat tet neem aneiek salen thasitin 4, 400, 000 
NN ce a ac ee ee 4, 400, 000 
Committee recommendation__................------.--- 2. eee 4, 400, 000 


The committee approves the House allowance of $4,400,000, the 
full budget estimate, to provide an additional sum of $778,850 for 
teaching grants and $671,150 for traineeships. 

There is carried in the 1957 appropriation a requirement that not 
less than $200,000 shall be available only for prosthetics education 
programs. The Department allotted out of the 1957 appropriation a 
total of $204,000 for this purpose and included in its budget for the 
fiscal year 1958 a request for $210,000 for continued support of the 
programs now underway in prosthetics education. Since their 


| 
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estimate calls for the continued support in excess of the 1957 limita- 
tion, it is felt that the limitation should be removed. 

Section 4 of the act authorizes grants to schools, universities, and 
other agencies to pay part of the cost of training projects and trainee- 
ships. The grantee must, in every instance, assume a part of the 
program or course for which the Federal grant is made. In fiscal year 
1955, the first year of operations, the grantee’s share was required, 
under the terms of the appropriation, to be at least one-third of the 
total training cost. The one-third matching requirement is no longer 
applicable, but during 1956, the last year for which accurate data are 
available, the grantee’s share averaged 45 percent of the total training 
cost. 

SALARIES AND EXPENSES 


SOT ARCO RTIGII OY on. o < pezdienw ora dihte ath wii nedae ies $1, 160, 000 
1550 DUCES, Stile... 6405-500 5ebdacamiseush wae noemenena 1, 445, 000 
Paoone Gnoweri0e. a... oo a a 1, 330, 000 
Committee recommendation..............-.-...------------- eee 1, 330, 000 


The committee approves the House allowance of $1,330,000, a 
reduction of $115,000 below the budget estimate, but $170,000 above 
the 1957 appropriation. 

This allowance will provide the requested $71,360 needed for manda- 
tory increases and $98,640 and 19 additional employees for a strength- 
ened field service in order to administer the expanding vocational 
rehabilitation program in the States. 


Pusuic Heattu SERVICE 


ASSISTANCE TO STATES, GENERAL 


19057 sntmenrigttgn... i ioe ive yabithaned bust can liuw pe eneeme $17, 591, 000 
1958 budget estimate... oo. sak eee ees ch Lea 24, 609, 000 
House Wilowaned.i co. DoS La as. Le a 19, 592, 000 
Committee recommendation.._..............--------.- eee eee 22, 592, 000 


The committee recommends an increase of $3,000,000 to provide 
the full amount requested, $15,000,000, for grants for general health 
activities in the States. The request for special language and 
$1,500,000 for new programs of special projects in health of the aged 
and chronic disease has been disallowed for the reasons enumerated 
in the House report on the bill. 

The additional funds recommended will permit an increase for local 
health departments in number of physicians, nurses, sanitarians, and 
other professional personnel providing preventive health services to 
the people of the community; increased quality and scope of preventive 
health services at the local level, particularly through the stimulation 
and support of health services for older persons, services for the 
prevention and control of chronic diseases, occupational health services 
and other newer and vitally needed health services; and establish 
local preventive health services in counties and cities where no 
organized health programs now exist. 

Attention is directed to the fact that, with a population increase 
of more than 20 million during the past decade, there are no more 
organized local health departments than there were 10 years ago. 
This means that 18 million people are living in areas with no full- 
time, organized community health services, and millions more live 
in areas where such services are only fragmentary. 
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The approval of the House allowance for other items in this account 
will provide the full amount requested for mandatory items, $175,000 
and will provide the additional $1,000,000 requested for grants for 
public-health training to make available $2,000,000 for the coming 
fiscal year; and for the health of aged and chronic diseased there is 
provided $462, 900 with 49 additional employees. For accident pre- 
vention there is provided $292,300 and 21 additional employees. 


GRANTS AND SPECIAL STUDIES, TERRITORY OF ALASKA 


Re NIN SN iets Ole dpe eh etn we ieienen aed $1, 170, 000 
ESRI IRE Ri Sea AE weg seeibslecsinaeal~. Ogee 2, 165, 000 
I a ad see os otis lo cake 2, 165, 000 
Comanittes cecommoenntation.c oc 724. LiL. BUS ho enn ne 2, 165, 000 


This allowance provides $1,000,000 to assist the Territory to pro- 
vide an integrated mental-health program, including outpatient and 
inpatient care and treatment of the Alaskan mentally ill, as provided 
in the Alaska Mental Health Enabling Act of 1956. 

The act authorizes the appropriation of $1,000,000 for each of the 
2 fiscal years, 1958 and 1959, at which time the appropriation will be 
reduced to $800,000, and for a successive reduction of $200,000 each 
second year thereafter, until the Territory of Alaska will be required 
to assume full fiscal responsibility after June 30, 1967. 


VENEREAL DISEASES 


SOG7 SperOnrTIniiOn.. ........ ceca cr oe do ere wo oe cee $4, 195, 000 
eee GG GUNNS aS. os deh descend dha shadseebbbho own 4, 415, 000 
CE a a ane 4, 415, 000 
ee ace aianalee ante okie went 4, 415, 000 


This allowance will provide $1,700,000 for grants to States for vene- 
real-disease control, a grant which was increased last year by the Con- 
gress from $1,200,000 to $1,700,000. Mandatory increases will re- 
quire approximately $126, 000 leaving approximately $94,000 with five 
new employees for expansion of research on syphilis. 

Evidence presented to the committee indicated a disappointing rise 
in incidence of this disease. On the other hand, the committee 
learned that there is definite progress in more effective techniques of 
diagnosis and case finding and continuing work on the development of 
an immunizing agent:for syphilis. A rapid diagnostic test performed 
on whole blood rather than serum and condueted in a few minutes 
without extensive laboratory facility offers great promise. 


TUBERCULOSIS 
Ries Ns 6 1st S10. isk aia Cd eed. > od $6, 660, 000 
I eT eased ces dite beer resin ies iris 7, 000, 000 
I aah 7, 000, 000 
Neen nn ne ne nee dns ame noeecoute 7, 000, 000 


The committee recommends the House allowance, the full budget 
estimate, an increase of $340,000 over the 1957 appropriation. 

The increase recommended will provide $115,000 for mandatory 
items, and $225,000 for expansion of the research program on the 
effectiveness of isoniazid in prevention of tuberculosis. Preliminary 
findings are so promising as to encourage a vigorous continuation of 
this work. 
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COMMUNICABLE DISEASES 


Woot mpronrmuins Oe EO LS ee owen ease $5, 750, 000 
21058 budget estimate. o oissos 5 ee a AL LU a 6, 260, 000 
SOURS GHOWRNOP <5 isk No cts e ads ee the dak chiaiendee 6, 200, 000 
CommMittes Pecemmende len « «.0:- diver shicnedtcwstnnch atm ebibnwseae 6, 250, 000 


The committee recommends an increase of $50,000 over the House 
to allow $6,250,000, a reduction of $10,000 below the budget estimate 
but an increase of $500,000 over the 1957 appropriation. The com- 
mittee recommendation will provide $50,000 to enable the Com- 
municable Disease Center to intensify its program in connection with 
rabid bats, particularly in the Southwestern States. But the condi- 
tion also prevails in other parts of the country. Justification for the 
committee recommendation appears on pages 1021 to 1033 of the 
hearings. 

SANITARY ENGINEERING ACTIVITIES 


Loe serine = 25-5 Ses 5tecb see eRe ees tee $9, 000, 000 
Tt ns ONMOG 95° ~ 2G SRR eS 2 OSes aot ee eee ee 13, 063, 000 
it eee..." . 4... cocnaatecd somes ene 12, 640, 000 
Commicees recemmeandation - 2-2 2255-3 Soc ooidicdsce ws oceaneele 12, 640, 000 


The committee approves the House allowance representing a reduc- 
tion of $423,000 under the budget estimate but an increase of 
$3,640,000 over the 1957 appropriation. 

This allowance provides the increases for the mandatory items 
amounting to approximately $595,000, an additional $1,192,795 for 
air pollution, and an additional $1,828,960 for water supply and water 
pollution control. 

The Department had sought the restoration of $213,000 for research, 
training, and technical assistance in the radiological health activity. 
It is the view of the committee that the enlargement of this program 
is somewhat premature to educate States on a very primitive basis on 
a matter and in a field comprehensively covered by the Atomic Energy 
Committee. 


GRANTS FOR WASTE TREATMENT WORKS CONSTRUCTION 


19057 eppeopriationss i 2k ie Le 2 Sea $50, 000, 000 
1068 Tee BHGINIGO sie acne sb ciaeendee tliat tne denen 50, 000, 000 
FIORE UI 6 niga oon ecesead Waacha'eauksaeaed ate 50, 000, 000 
Committees reeommibndation - oo. 2s oe ce Se ea 45, 000, 000 


The committee recommends a reduction of $5,000,000 below the 
House allowance and budget estimate. The committee, in reducing 
this item $5,000,000, has included the following language: 


* * * which together with the amount appropriated under this 
head in the Second Supplemental Appropriation Act, 1957 (70 
Stat. 769), shall be applied to payment on account of allotments 
made for the current and preceding fiscal years pursuant to said 
Act, such sums to remain available only until June 30, 1959: 
Provided, That allotments under section 6 for the current fiscal 
years shall be made on the basis of $50,000,000. 


While this language appropriates only $45,000,000, it provides for 
allotments to States on the basis of $50,000,000, the total amount 
authorized. This assures that States wishing to avail themselves of 
the maximum amount authorized may do so. On the other hand, it 
takes into account that some jurisdictions will not apply for all of the 
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funds authorized and it is therefore not necessary to appropriate the 
full authorization so long as provision is made to allot the funds to 
States on the basis of the maximum authorization. 

It is anticipated that $2,500,000 of the current year’s appropriation 
of $50,000,000 will not be used and will revert to the Treasury. If 
the full authorization of $50,000,000 were appropriated for fiscal year 
1958, it is expected that there would be similar savings of $2,500,000. 
The committee provision will, however, make available to each State 
ready to use their maximum allotments the full amounts which they 
would receive out of the maximum authorization. The reduction 
recommended by the committee will not delay the construction of a 
single project. 


GRANTS FOR HOSPITAL CONSTRUCTION 


oe ia dunadowdbeducinwd Vac dcedatinends $125, 000, 000 
SE SENN is ie iekn dap asenakneoh aw dalbawaannem 121, 200, 000 
rk i et ee abebinhneesem 121, 200, 000 
enn GUI ne en etnemmennne 121, 200, 000 


The committee approves the House allowance, which is a reduction 
of $3,800,000 from the 1957 appropriation, a reduction applicable in 
its entirety to projects under part C, the original Hill-Burton program. 

This allowance provides for projects under part C, $99,000,000, a 
reduction of $3,800,000 below the current appropriation; for projects 
under part G, $21, 000 ,000, the same amount as appropriated for the 
current year and as was appropriated for the preceding fiscal years; and 
$1,200,000 for research in certain hospital use, as authorized in section 
636 of the Public Health Service Act. 


SURVEYS AND PLANNING FOR HOSPITAL CONSTRUCTION 


Senator Thye, of Minnesota, a member of this committee, intro- 
duced a bill, S. 1969, to continue availability of funds for surveys and 
planning under title 6 of the Public Health Service Act, which was 
referred to the Committee on Appropriations for consideration. The 
committee recommends the inclusion of the following: 


Surveys and planning for hospital construction: The funds 
appropriated under this head in the Supplemental Appropri- 
ations Act, 1955 (68 Stat. 810), shall reinain available for 
expenditure until June 30, 1959. 


This item will effect the purpose of S. 1969 to make available the 
surveys and planning funds for 2 additional years. There was appro- 
priated by the Congress for surveys and bl anning for hospital con- 
struction, $2,000,000, which has been available for 3 fiscal years. 
But as of April 30, 1957, there had been used only $907,000, leaving 
an unobligated balance of $1,093,000, 


SALARIES AND EXPENSES, HOSPITAL CONSTRUCTION SERVICES 


BOP C MOIOTIOMION OL) Oi) ons lsc. cnc ccemeacwts eoesumead aus $1, 381, 000 
On EI IE as aad 3 a ie pan ancmacdeanomeneundeunes 1, 450, 000 
NN ee ee ee den dwiabe ood teciwee 1, 450, 000 
Committee recommendation...............-.-..-.------ eh od 1, 450, 000 


This allowance will provide an increase to cover only the increased 
mandatory costs in 1958. 
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HOSPITALS AND MEDICAL CARE 


eT cementite tin 503 Oi Lec ee ea Le ee $40, 195, 000 
en WANED, GEUINDEB. 45 ooscy te Hensuibawes oben danundteeee 44, 399, 000 
a os teins alana mien ode a 44, 399, 000 
Renieeoen TOCOMMENGAION.._.... .... 0. ncces din au odiemheinweennmnen 44, 399, 000 


The committee approves the House allowance for the full budget 
estimate, an increase of $4,204,000 over the appropriation, for the 
current year. This allowance will provide funds needed for manda- 
tory cost increases for fiscal year 1958 amounting to $2,150,000 and 
will provide $1,000,000 additional for expansion of the nurse training 
grants program from $2,000,000 in the current year to $3,000,000 for 
the coming fiscal year. Approximately $1,000,000 is provided for 
strengthening of the existing hospital program. The committee 
recommends the inclusion of language as follows: 


* * * including $1,186,000 to be available only for payments 
for medical care of dependents and retired personnel under the 
Dependents’ Medical Care Act (70 Stat. 250-254). 


This recommendation will continue the earmarking of funds requested 
for this activity as was done with respect to funds provided in the 
Third Supplemental Appropriation Act, 1957, just passed by the 
Congress. 

FOREIGN QUARANTINE SERVICE 


RN i a i $3, 315, 000 
Po eens CEOS. |... .unaeedace cones scanaeeeebonbanoon 4, 026, 000 
Bouse hlowandes ie. en ee EI RAGA EL AS 3, 876, 000 
Cominittes sesommendation. . 6. sos suss sek ick beeen aes 3, 876, 000 


This allowance provides increases for mandatory items amounting 
to $278,000 and, in addition, provides 40 additional employees, 8 of 
whom will be delegated to work at international airports for the 
extension of coverage of quarantine inspections and 32 for the control 
of yellow fever. The reduction of $150,000 will be offset by the 
authority provided in the Third Supplemental Appropriation Act, 
1957, to provide 24-hour quarantine inspection, with the users assum- 
ing the cost of the overtime services, 


INDIAN HEALTH ACTIVITIES 


TE, ORT a ee a ee ee $38, 775, 000 
BUGO DUGNCY GUUIGNNUS.,. i co dic aluaububoebedsdcauenadedbaled 43, 990, 000 
Mouse allowance sf elu O22 aa. eae Bs 40, 000, 000 
CITES PHORM MADGAUGEN, «cnn annvcincekeubanenk ha exmvenl 42, 500, 000 


The committee recommends an increase of $2,500,000 over the House 
allowance, a reduction of $1,490,000 under the budget estimate, but 
an increase of $3,725,000 over the 1957 appropriation. This allow- 
ance provides funds to meet the mandatory items amounting to 
$1,786,000 and will provide $939,000 for new program items, including 
$100, 000 for the practical nurse school expansion. 

The appropriation for 1955, the last year this activity was under 
the Bureau of Indian Affairs, was approximately $24,000,000. The 
sum here recommended, $42,500,000, is an increase of approximately 
75 percent provided for the third year for which the Public Health 
caarce has had the exclusive responsibility for the health of the 

ndians. 


61 
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CONSTRUCTION OF INDIAN HEALTH FACILITIES 


Tt MNOS too Set cot ecasascseeee Scene seuUe eee $8, 762, 000 
Tu Deane Cmeenbees so cobksi idl lccckss Cededdedcee a. tS ee 5, 800, 000 
ee eNO ios S33 Ssccsdeccadaccancssuagéatape coundud 3, 096, 000 
Committee recommendation. -.........-.-..-.-...-------------- 3, 096, 000 


The committee approves the House allowance, a reduction of 
$2,704,000 from the request and a reduction of $5,666,000 from the 
1957 appropriation. 

Congress appropriated for fiscal years 1956 and 1957 a total of 
$14,297,000 for construction of Indian health facilities. It is esti- 
mated that there will be carried forward from these 2 appropriations 
into fiscal year 1958 a total of $11,000,508, of which $9,115,856 was 
made available for the construction of hospitals and clinies, but for 
which there will have been obligated through the current fiscal year 
only $336,000. 

his allowance will make available $2,596,000 to completely modern- 
ize 5 Indian health hospitals in line with minimum Hill-Burton stand- 
ards and make major improvements in 2 others, and wil] permit the 
expenditure of $500,000 for water supply, sewage, and power facilities 
which must be corrected if certain hospitals and clinics are to continue 
in use. 

Funds are now, and have been, available for construction of hos- 
pitals at Sells, Ariz., and Gallup, N. Mex.; the need is unquestioned 
and great, and the committee will expect: the Department to proceed 
immediately with resumption of work already authorized by the Con- 

ess. 
| Senda were available for construction before the administration’s 
deferment policy was established in the fall of 1956, more than 15 
months after planning money was made available on July 1, 1955, 
totaling $450,000 for the 2 projects. But only approximately $70,000 
will have been used by July 1, 1957, 24 months after funds became 
available. 

NATIONAL INSTITUTES OF HEALTH 


On the basis of testimony by governmental and nongovernmental 
witnesses, and on the basis of informative reports supplied by the 
National Institutes of Health to the committee throughout the year, 
the committee is convinced that the past year has been a productive 
one in medical research. The accomplishments fall into three general 
classes : 

(a) Specific applicable findings have, as indicated in the reports 
below on the individual Institutes, been forthcoming in virtually 
all fields. 

(6) The training of medical scientists has proceeded at an 
accelerated pace. 

(c) The fundamental work prerequisite to applied findings of 
the future has proceeded at a satisfactory pace, but further effort 
in this area is indicated. 

To increase and sustain momentum in medical research, two general 
objectives appear to the committee to be clear and imperative. The 
first is that training for medical science should be further strengthened. 
The second is that research on the massive problems generated by the 
riajor diseases should not be limited by lack of money. 

There follow the committees’ observations and directions related to 
these objectives. 








LABOR-HEALTH, EDUCATION, WELFARE APPROPRIATIONS 19 


With respect to training, note is taken of expansion of old programs 
and in the establishment of new programs, These include the general 
fellowship and traineeship programs, the part-time medical student 
research fellowship program, the experimental research teaching 
grant program, the training program for epidemiologists and bio- 
metricians, and the senior research fellowship program for the sciences 
basic to medicine. 

The bulk of funds for those programs have come initially from 
categorical funds. Language will be provided so that such programs 
can be centered in the Division of General Research and Services to an 
extent necessary. This should increase both the economy and effec- 
tiveness of the programs, permitting as it will the expenditure of 
limited amounts of categorical funds by a central mechanism. 

Training in the categorical institutes, except for clearly delineated 
shortage areas, should concentrate heavily on the training of research 
workers rather than on production of clinicians with specialized skills. 
Medical research in this country should be strengthened particularly 
in areas where other countries have forged ahead, by programs for 
support in this country of foreign nations with particular competence. 

The committee is convinced, on the basis of inquiries relating to the 
effects of nuclear radiation on humans, that the scientific base for such 
activities is inadequate. More attention should be given particularly 
to developing knowledge in those sciences upon which protection 
against radiation must depend. The committee also wishes research 
on germ-free life to go forward. 

The major program advances are related to five appropriations and 
will be discussed below. The increases proposed by the committee 
emphasize the point of view that the killing and crippling diseases 
covered by the respective institutes constitute such a drain upon the 
economy and have such an impact upon our Nation from a humane 
point of view that research into their prevention, cure, or amelioration 
should not be limited by lack of money. 

The budget of the National Institutes of Health for fiscal year 1957 
was increased by the Congress to a level of $183 million, or $56 million 
above the budget request of $127 million. In making this expanded 
appropriation, the Congress directed the National Institutes of Health 
to support research of high caliber, but to avoid expenditure of funds 
on research not meeting the established standards of excellence. A 
review of progress at this point attests to the foresight of the Congress 
in providing Taies additional sums necessary to support research of 
high caliber, and reveals that the Institutes will have approximately 
$12 million as unexpended balances rather than support substandard 
research. 

The committee has deleted the provision of the House bill limiting 
the allowance for indirect costs on research grants to 15 percent. The 
committee believes that indirect research costs are as much a part of 
the total cost of research as are direct costs. This principle does not 
necessarily endorse the inclusion of all of the cost categories which 
witnesses have urged as being indirect costs. On this point, the com- 
mittee expects to have the General Accounting Office conduct an 
extensive study of the proper categories of cost to be considered as 
indirect costs of research, and to report to the committee by January 
1, 1958. The National Institutes of Health should increase indirect 
cost payments above the current inadequate level by a conservative 
amount pending the outcome of the detailed study by the General 
Accounting Office. 
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GENERAL RESEARCH AND SERVICES, NATIONAL INSTITUTES OF HEALTH 


1957 appropriation $12, 122, 000 
1958 budget estimate 14, 026, 000 
House allowance 14, 026, 000 

14, 026, 000 

The committee recommends $14,026,000 under this appropriation, 
the amount of the House allowance and the budget estimate. 

This appropriation item covers two groups of activities. The first 
group consists of research grants, fellowship, and training activities 
which provide an essential supplement to the disease-based programs 
of the seven Institutes. The second group consists of the operation 
of the direct research activities of the National Institutes of Health 
in Bethesda and elsewhere. 

Dealing first with the extramural portion of the appropriation, the 
committee expresses a continuing conviction that a well-rounded pro- 
gram of medical research and research training must encompass the 
vitally important areas not adequately covered by the disease oriented 
Institutes. 

The research supported by this appropriation has been productive. 
It is increasingly clear that rapid progress in the conquest of disease 
is dependent in large part upon the availability of a large body of 
basic scientific knowledge from which advances against heart disease, 
cancer, mental illness, and the other major killers and cripplers of 
our time can be derived. 

Research projects supported by grants from appropriations for 
general research and services are therefore concentrated in funda- 
mental fields—pathology, pharmacology, biochemistry, and so on, 
and on diseases and conditions not encompassed by the categorical 
institutes. These noncategorical studies often yield progress that has 
evident application in medical and public health practice. 

The lives of thousands of infants may be saved by grant-supported 
finding of a treatment for infants suffering from Rh blood. factor 
incompatibility—erythroblastosis fetalis. Another study established 
a way to counteract the respiratory depression resulting from morphine 
given to the mother during labor. The molecular structure of the 
potent tranquilizer reserpine was established, leading to the possibility 
of its chemical synthesis. Antidotes for certain poisons and nerve 

ases that attack an enzyme essential to nerve function have been 
iscovered. 

In research related to its regulatory function for biological products, 
the Division of Biologics Standards has found a new test for potency 
of polio vaccine, using chicks instead of monkeys, which is now in 
experimental use and may ultimately replace the monkey test. It 
has also demonstrated that red blood cells can be stored as long as 
18 months and still be satisfactory for transfusions. 

Similarly, the fellowship and training funds contribute uniquely 
and indispensably to a fully developed research training function. 
This complementary function is so significant that it has been singled 
out for special mention in the general introductory paragraphs of this 
report. 

Turning to the direct operations of the National Institutes of 
Health, the committee notes first that these laboratories, and the 
array of services which support them, are an integral part of the total 
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medical research structure of the Nation. As such, the central guid- 
ing principle of the committee applies to these as well as to other 
laboratories. The principle is that lack of funds should not impede 
the advance of medical research, 

The committee is aware of the acute shortage of administrative 
space arising from the rapid development of programs. directed by 
the Congress. The committee understands that staff will be workin 
in buildings designed for dogs and monkeys until the contemplate 
office building is completed. Provision has been made to insure that 
funds now available for planning and supervision of construction will 
be available until June 30, 1958, not only for the office building, but 
also for the dental research building and the building for the National 
Library of Medicine. 

Finally, the committee directs-that the National Institutes of Health 
markedly strengthen its resources for analytical research on both its 
internal operations and the grants and training program. The com- 
mittee has received, following specific directions by the committee, 
reasonably adequate reports on scientifie and general program devel+ 
opments. However, it is not satisfied that the National Institutes 
of Health has as yet developed an adequate system of reports and 
analyses. Encompassed in this area of analysis is research into the 
Nation’s total medical research resources, since the programs of the 
National Institutes of Health now comprise a substantial part of 
these resources. 

The quality of reports submitted by the National Institutes of 
Health has improved to some degree, and the committee directs 
that both research progress reports and the more general report on 
development of National Institutes of Health programs be continued. 


NATIONAL INSTITUTES OF HEALTH MANAGEMENT FUND 


For a number of years provision has been made'in the bill under 
the item for “General research and services, National Insitutes of 
Health” for the operation of a cafeteria at the Clinical Center for the 
convenience of visitors and employees'at prices to fully pay. the costs 
thereof, and to permit the central financing of certain activities such 
as laboratory research services, plant engineering, and supply services, 
and biometric services, the costs for which are not readily susceptible 
of distribution as charges to individual appropriations. 

The committee is recommending inclusion of the following language 
to continue provision for the above-enumerated purposes: 


National Institutes of Health Management Fund: For the 
purpose of facilitating the economical and efficient conduct of 
operations in the National Institutes of Health which are 
financed by two or more appropriations where the costs of 
operations are not readily susceptible of distribution as 
charges to such appropriations, there is hereby established the 
National Institutes of Health Management Fund, Such 
amounts as the Director of the National Institutes of 
Health may determine to represent a reasonable distribution 
of estimated costs among the various appropriations in- 
volved may be advanced each year to this fund and shall 
be availuble for expenditure for such costs under such regu- 
lations as may be prescribed by said Director, including 
not to exceed $2,500 each fiscal year for entertainment 
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of visiting scientists when specifically approved by said Director, 
and for the operation of facilities for the sale of meals to em- 

loyees and others at rates to be determined by said Director to 

€ sufficient to cover the cost of such operation and the proceeds 
thereof shall be deposited to the credit of this fund: Provided, 
That funds advanced to this fund shall be available only in the 
fiscal year in which they are advanced: Provided further, 
That final adjustments of advances in accordance with actual 
costs shall be effected wherever practicable with the appropria- 
tions from which such funds are advanced. 


NATIONAL CANCER INSTITUTE 


ss amen teat $48, 432, 000 
Spee maarerenumneen. £60 ois, cit Se ete veccdimwiwes od 46, 902, 000 
RU ae a 46, 902, 000 
Committee recommendation... .............----..----- eee. 58, 543, 000 


The committee recommends $58,543,000 for activities under this 
appropriation, an increase of $11,641,000 over the House allowance 
and the budget estimate. 

The committee wishes to make available the funds for support of 
all scientifically worthwhile research in this field. Progress in cancer 
research, ‘measured in the perspective of the past 5 to 10 years, is 
satisfactory. Radiation and hormone therapy, as well as surgical 
techniques, have been consistently and substantially improved as 
the result of research in dozens of laboratories in this country and 
abroad. These gains are cumulative. They are not as obvious and 
clearly measurable as is the construction of a building. Yet as find- 
ings are assessed in the perspective of a number of years, the gains are 
clear. Improved means of treating cancer of the breast save mothers 
in the childbearing age. Cancer of the cervix is technically a problem 
which is on the brink of solution. Soon the problems will be the 
psychological and economic ones of early examination and detection. 

adiation treatment, which can effect cures, has been made more 
powerful and accurate. For example, a compact billion-volt linear 
electron accelerator has been developed at Stanford University with 
the aid of a Federal grant. As another example, a television moni- 
toring system has recently been built into the 2-million volt X-ray 
apparatus at the National Cancer Institute to keep the powerful 
beam precisely on its target in the patient. In cancer surgery, 
techniques are constantly being improved, such as the use of chemicals 
to kill cancer cells lodged in wound closures. 

The possible relationship between viruses and cancer is one of the 
most intriguing and potentially valuable research leads of recent 
years. It is far too early to assess the significance of this relation- 
ship, but a new lead exists, and it should be actively and adequately 

ursued. 
P From testimony in the hearings, the committee has noted many 
similarities in the philosophies, approaches, and the actual substance 
of research utilized by scientists seeking curative drugs for cancer 
and for virus diseases. Both groups wish to discover factors which 
will slow down growth of unwanted and harmful cells or living par- 
ticles. The committee suggests that the National Cancer Institute 
assist the two groups in a joint approach to their problems. Since 








LABOR-HEALTH, EDUCATION, WELFARE APPROPRIATIONS 23 


much money and effort are devoted to obtaining the numerous chem- 
icals, antibiotic beers and related substances being tested for anti- 
cancer effects, it is logical and economical to explore the potential 
value of these same materials against the viruses of influenza, polio- 
myelitis, and a host of other virus diseases for which currently there 
is no curative drug. 

It is clear to the committee that collaborative work between the 
staffs of the National Cancer Institute and the National Institute of 
Allergy and Infectious Dieases is productive and should be extended. 
The committee approves such joint work, and will expect to be in- 
formed of the progress of such research in the annual report on general 
development of National Institutes of Health programs. 

The committee has consistently supported an expanded program of 
eancer chemotherapy. In view of the priority accorded to this pro- 
gram, the committee considers that progress in making industrial 
contracts for cancer chemotherapy work has been unnecessarily slow. 
The committee directs that the utilization of industrial facilities for 
this program be expedited, and provides an additional $7 million 
specifically for this purpose. 

In this connection, the committee is fully aware that it is providing 
funds for research, the outcome of which is unknown. On the judg- 
ment of those who are scientifically most competent the committee 
is fully willing to risk the investment on the ground that the chance 
of a big payoff isa reasonable one. Such risks are inherent in research. 


MENTAL HEALTH ACTIVITIES 


1907 avpionrintioes 2.) coi i ee besknbiedde aces $35, 197, 000 
DOGS eeek ORIRALE oi ci ki ic dacn Jackin wiblacnnnns aetiinaies 35, 217, 000 
PROMS OMOWENSELi i oc hs Le CA Sk edd esdiaaee 35, 217, 000 
Committee recommendation... .... 202520. sess JS eulee le 39, 421, 000 


The committee recommends $39,421,000 for activities under this 
appropriation, together with $4,573,000 in unexpended balances from 
fiscal year 1957. The total of $43,994,000 is an increase of $8,777,000 
over the House allowance and the budget estimate. 

The results of mental health research over the past few years are 
encouraging. 

Most notably, the widespread use of tranquilizers has resulted in 
an estimated 7,000 fewer mental patients in the public hospitals, of 
the Nation in 1 year’s time. It is of the utmost importance that the 
values and limitations of these drugs be established in order that 
their full potential may be realized, and the Congress has given 
active encouragement and support to this program. The committee 
was disappointed in the delays encountered in establishing a full-scale 
drug evaluation program. ‘This period is now passed, and a produc- 
tive approach for the future is how the program for evaluating drugs 
which affect mental states can be moved forward most effectively. 

The committee notes that the expanded psychopharmacology pro- 
gram has gotten off to a good start this year. A total of $2,260,329 
has been spent both for the research program carried on by the staff 
of the National Institute of Mental Health in Bethesda and for 
grants and fellowships supporting research projects throughout the 
country. 

These projects include clinical studies of the effectiveness of various 
tranquilizing drugs as well as basic studies on the mechanisms of 
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drug action and the development of more effective methods of screen- 
ing ‘drugs and of evaluating the biological and psychological changes 
which they induce. 

Seventy research projects totaling $1,140,750 will have been 
supported this year. <A total for 1958 of $978,035 supporting 53 
new and continuing projects has already been approved. In addi- 
tion, 9 projects totaling $313,469 have received preliminary review 
and approval. 

It is expected that an additional 35 projects will be supported in 
1958 for a total program supported from 1958 research grant funds 
in excess of $2,000,000. 

Including intramural researvh, technical assistance, and the cost of 
the psychopharmacology service center, the outlay for the whole 
psychopharmacology program will exceed $3,000,000. The committee 
recommends funds at this level for this critically important program, 

Research in other areas continues to be productive. ‘The Addiction 
Research Center is continuing its program to determine thie addicting 
qualities of newly developed pain-relieving drugs. Last year, 14 such 
new drugs were ‘evaluated, 11 of which had some addicting liability. 
Other work is continuing in the effects on the central nervous system 
when addicting drugs are withdrawn, and physiological levels at which 
daily dependence on certain drugs is reached. 

A new technique for measuring blood circulation in the brain and 
spinal cord has ‘been developed, thus leading to further study of the 
relationship between behavior, emotional states, and the physiology 
of the brain. This measuring method has particular significance 
because it may show widely varied distributions of blood in the brain 
in, different situations even though the total amount of blood flowing 
through the brain may remain the same. 

A new test has been developed which is especially useful in differ- 
entiating between brain-damaged individuals and those whose be- 
havior is disturbed because of other factors. The test involves a series 
of simple visual recognition tasks and requires little motor response 
(depressing a key) in registering performance. Although work in this 
field has just begun, the test may serve as a clinical instrument for 
aiding in the diagnosis of about 25 percent of the institutionalized 
mental defectives about whom very little is known. 

In the field of mental health, personnel shortages continue to limit 
research progress as well as the application of research. Because of 
this, the committee wishes to comment on the mental health training 
program at some length. 

This is the largest training program conducted by a single unit of 
the National Institutes of Health. Most of the people trained aré 
supporting personnel—such as nurses and social workers—rather than 
psy chiatrists for research and treatment and research workers in basic 
sciences related to mental states. Supporting personnel are essential 
if suitably trained people are to be available, but a more intensive 
effort should be made toward the ultimate solution of the mental 
health problems. To this end, more psychiatrists with a broad and 
sound scientific training, and more biologists, chemists, and related 
scientists are needed. Some of these needs can be met in association 
with the other institutes in a general training program; others can be 
resolved only by direct action by the National Institute of Mental 
Health itself. 
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The committee is sufficiently concerned with training in this area 
that it is requesting the National Institutes of Health to prepare a 
definitive document on training in the field of mental health. Such a 
report should include the basic philosophy of the Institutes as this 
has emerged over the past 10 years; a survey of what has been accom- 
plished over this period of time, separating where possible service from 
research ; a detailed description of the program in fiscal 1957 and 1958; 
and a careful appraisal of the training needs as best visualized during 
the coming 5-year period. The committee is well aware of the role 

layed by the Federal Government as a resource for training purposes, 
but would like to have available for policy consideration a description 
of the resources of the country as a whole, and be apprised of how 
these can best be utilized in an all-out effort to improve an unsatisfac- 
tory situation today. 

The committee would like to see this report prepared by the Na- 
tional Institutes of Health in a manner which could serve as a basis 
for committee action. Such a report should include, as far as possible, 
the findings of other groups who are operating in a fashion parallel 
to the Institutes. It should be possible, with outside help, to have 
the preliminary findings available for consideration before next year’s 
appropriation hearings. 

The committee considers research on training problems such as 
these to be an integral and appropriate part of the research mission 
of the Institutes. Additional funds are provided for this activity in 
the total appropriation and, to the extent required, can be drawn from 
either the grant, training, or direct operational accounts. 

The committee recognizes the importance and the extent of the 
training programs of the National Institute of Mental Health and is 
concerned that the direct responsibility for the administration of 
these programs continue in highly qualified hands. In order to 
recruit or retain such persons, the committee is providing language 
which will permit annual compensation at not to exceed $17,500 for 
the Chief and Assistant Chief of the National Institute of Mental 
Health training programs, notwithstanding other provisions of the 
Civil Service Act, as amended. 


NATIONAL HEART INSTITUTE 


1057 appropriations ina s seds bs owe cwenesceboscugen woman ded $33, 396, 000 
BOGS Dudaet Cebteets, . iis sone dpden canempiotnnesboar eens 33, 436, 000 
RERUN GTN son its sgn ms tain tos ope eel ioe ee Sean eee 33, 436, 000 
Committee recommendation... 2.2 5 ee 38, 784, 000 


The committee recommends $38,784,000 for activities under this 
appropriation, an increase of $5,348,000 over the House allowance 
and the budget. estimate. 

The steady increase in congressional appropriations for research in 
heart disease has been followed by a growing stream of productive 
research findings. As is true in cancer and other fields, these advances 
are difficult to cite as discoveries made in any one year. New drugs 
and new surgical techniques, for example, are typically developed over 
a period of years rather than discovered at one time in their ultimately 
usable form. 

In this perspective of time, advances are impressive. 
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Developments in heart surgery—new and improved methods of 
diagnosis, new operative techniques, use of the artificial heart, graft- 
ing of blood vessels, and others—have been spectacular. In congeni- 
tal heart disease, for example, surgical operations are now restoring to 
normal or near-normal life many children who would have formerly 
been marked for invalidism or early death. 

Rheumatic heart disease is also being helped by surgery on valves 
scarred and damaged by rheumatic fever. An even more important 
achievement, however, has been the deve ‘lopment of a means for pre- 
venting rheumatic fever itself in its first or in recurrent attacks. The 
know ledge that prompt and adequate treatment of streptococcal in- 
fections with antibiotics can forestall most initial attacks, and that 
prophylactic treatment can prevent recurrences, could eventually 
make rheumatic heart Satan a rare condition. 

Research in the field of hypertension has resulted in greatly improved 
treatment and management of patients with high blood pressure, 
particularly through drug therapy. While the idea drug has not 
been found, a number of drugs have been developed which lower blood 
pressure effectively. The use of these agents, singly or in combination, 
is constantly being improved. 

Research in arteriosclerosis has produced much new information 
which promises to be important in understanding the nature of harden- 
ing of the arteries. Studies relating to diet, fat metabolism, hormones, 
heredity, and other possible factors, searching out clues and leads, are 
making step-by-step progress toward solving the enigma of this 
disease. 

Despite the extension of heart research during the past year as the 
result of an increased congressional appropriation, the committee is 
not convinced that all avenues of productive effort are being explored. 
In the past, testimony has emphasized the opportunities for advance- 
ment in the fields of geographic pathology and comparative anatomy 
and physiology. The committee is also impressed by testimony 
pointing out unexploited opportunities to discover and evaluate 
natural products, both animal and plant, useful in understanding and 
controlling hypertension. Studies started during the past year in 
hypertension should result in a better use of drugs already available. 
Witnesses noted, however, that such investigations do not bear di- 
rectly on the ultimate understanding of this condition. The com- 
mittee also agrees with witnesses who question whether the studies 
on the metabolic and hormone basis of arteriosclerosis are being ex- 
ploited to the fullest extent. Funds are recommended for studies in 
such areas, as well as those being more thoroughly explored. 

The committee realizes that, despite the training programs which 
have been supported in recent years, there continues to be a limita- 
tion imposed on research progress by personnel shortages, particu- 
larly of nonclinical scientists. The Heart Institute should join with 
other institutes in a comparable position and expand these training 
programs, which will produce well-trained investigators in the scien- 
tific areas which are basic to all categorical areas of disease. Funds 
are recommended to satisfy such a need. 
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DENTAL HEALTH ACTIVITIES 


1067 appropriations. 2 2 20.05 sen ee eke es eek el $6, 026, 000 
1968 bidget. ostimaten.-) - 2156 - cs waist Seen aeleeeibecle beet 6, 430, 000 
BERIRG. SURI OROD <5 5 nine cladipi nis bheetbew idem mainlines 6, 430, 000 
CieetOe TOCOMINONARWOR.._ sn ane aunvandounnonnennmenean 6, 430, 000 


The committee recommends $6,430,000 for activities under this 
appropriation, the amount of the House allowance and the budget 
estimate. 

The committee notes that the reorientation of dental research 
urged by the committee 2 years ago was largely accomplished within 
1 year, and that this change of approach enabled the Institute to 
approximately double its activities over the past year. This re- 
orientation has been, in concept, the addition of a broad array of 
scientific skills to dental research and consideration of dental re- 
search in the context of the functioning of the entire body. 

As an example of this broader approach, the role of protein as 
a factor indental health is being established both quantitatively 
and qualitatively. Components of protein are found to be affected by 
heat treatment such as occurs in certain commercially prepared foods. 
The feeding of such diets has been shown to be related to significantly 
increased incidence of dental caries. Data assembled recently suggests 
that at least one important factor is related to the inactivation or the 
loss of lysine, an amino acid, resulting from such heat treatment. 

As another example of the broader approach, recent research has 
made clear the fact that dental disorders that are inherited appear to 
be associated with other hereditary defects. These facts are being 
brought out in a large genetic study by the National Institute of 
Dental Research which is providing not only a wealth of dental infor- 
formation but also a stimulating source of material on many puzzling 
problems of medical interest in the field of heredity, such as schizo- 
phrenia and albinism. The availability of a large group of people 
who have genetically developed disease is providing information for 
all Institutes. 


ARTHRITIS AND METABOLIC DISEASE ACTIVITIES 


Ee, STOR DRMON... ... . nkncatinnonenandedanehiinkbeien teamenate $15, 885, 000 
O08 Hudwet eopmasve. 2. SOLU SL CUI a eee 17, 885, 000 
Prone allowanieeivi #255 ote hee al ee ei ie ee 17, 885, 000 
orem iétes- rasomimendation.<scclal. «naenedocseabtends ah Bouin 23, 548, 000 


The committee recommends a total of $23,548,000 for the activities 
of this Institute, or an increase of $5,663,000 above the House allow- 
ance and the budget estimate. 

The committee concurs with the judgment of witnesses that the 
best hope of reaching the ultimate goals of prevention and cure lies 
in fundamental research in metabolism, endocrinology, and bio- 
chemistry. These areas of study are what may be called special- 
purpose basic research and funds for extension of research in these 
fields is provided. 

Research of a more directly applicable character progressed satis- 
factorily during the past year. 
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The committee notes that steroids that are more effective while 
producing fewer untoward side effects continue to be developed for 
the treatment of rheumatoid arthritis and related metabolic disorders. 
The evaluation of oral drugs for diabetes has progressed rapidly, and 
further useful information on the mechanism of action of insulin has 
been developed. This work should be expanded. 

The Institute should play an important role in stimulating research 
in such neglected areas as ulcerative colitis, hepatitis, and peptic 
ulcers. These have been neglected areas of study, and further work 
should be immediately undertaken. 

Research on means of detecting intestinal bleeding has proved most 
fruitful. Studies of the full range of the effects of burn injury, 
arising from the discovery that administration of salt and soda in 
water may be an adequate substitute for plasma, have led to pro- 
ductive research in treatment of infections that often complicate burn 
cases. Gamma globulin effectively controls the burn infections. 
Such immediately applicable work should progress with the more 
fundamental studies. 

With respect to the general evolution of this Institute, the com- 
mittee has been particularly impressed by testimony indicating that 
if the principles and methods of physics can be merged with those of 
biology, research vistas of the utmost significance will be opened. 
This merging process has begun and witnesses testified to the effect 
that the course of medical research over at least the next decade will 
be fundamentally affected by the developing field of biophysics, much 
as the last 10 to 20 years has been dominated by the merging of 
chemistry and biology in the field of biochemistry. Other aspects of 
this field include such physical phenomena as the effects of high fre- 
quency sound, the passage of dissolved gases and solids through mem- 
branes, and the slastateal propertion of molecules important in biology. 
Perhaps the most widely recognized aspect of the field of biophysics is 
the effect of radiation on human beings, and particularly atomic 
radiation. It has by now become plainly evident that there does 
not exist a full understanding of the precise means by which atomic 
radiation affects the human organism. 

In view of the emerging significance of this relatively new area of 
physical biology, containing, but not limited to, the effects of radiation, 
the committee expects this Institute to take the lead in developing 
research in this field, both in its own laboratories and through grant 
~~ ort. Funds are provided for adequate extension of work in this 

eld. 


ALLERGY AND INFECTIOUS DISEASE ACTIVITIES 


IO 8 oh cscs hee cole ys ae tecens eo nekmenentoane=> $13, 299, 000 
ee he eee nee sen ene 17, 400, 000 
i CS eo ot tlle s savin adongeepoteutencen estes 17, 400, 000 
Committee recommendation___........---.-------------------- 17, 400, 000 


The committee recommends $17,400,000 for activities under this 
appropriation, the amount of the House allowance and the budget 
estimate. 

The substantial increases in support for research in the field covered 
by this Institute have reinvigorated most areas of research. 

A new method has been developed and is being used by scientists 
at the National Institute of Allergy and Infectious Diseases for de- 
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tecting hidden viruses ordinarily dormant in the body but which may 
be capable of causing some forms of heart disease, and which are 
worth considering as contributing causes of cancer, or mental illness 
through cumulative damage by undetected attacks on vital or non- 
vital organs. One of these, the salivary gland virus, formerly thought 
at an infection of infancy, has now been found in persons of 
all ages. 

Agpther virus, one of the Coxsackie group which causes much illness 
often confused with nonparalytic poliomyelitis, has for the first time 
been crystallized from animal tissue, opening the way to study of its 
chemical makeup. Some strains of Coxsackie virus also have been 
“trained” to destroy human cancers growing in laboratory animals 
leading to the possibility that such trained viruses may in the future 
be adapted to treatment of human cancer. ‘The committee has noted 
the advisability of more extensive collaboration with the Cancer 
Institute, and the feasibility of transferring funds for joint work. 

Adenoviruses, responsible for many feverish, grippelike upper re- 
spiratory infections, have been made into a vaccine which in large- 
scale trials gave 50 to 70 percent protection to Navy recruits. For 
the future, there is hope that a similar vaccine can be made for pro- 
tecting babies and children against many upper respiratory infections. 

Better vaccines for many diseases, including possibly tuberculosis, 
may result from chemical and physical methods that split off from 
microorganisms the fraction responsible for immunizing power. 

A method of blood fractionation, called plasmaphoresis, may increase 
the Nation’s stockpile of blood by making it possible for a person to 
donate blood five times as often as heretofore considered safe. 

The committee has been interested in the field of research on 
erm-free life, in particular the manner in which this research tool 
ogically joins the areas of interest of the National Institute of Allergy 
and Infectious Diseases and the National Institute of Arthritis and 
Metabolic Diseases. It appears, for example, that the state of shock 
may be brought about by a chain of events ending with release of 
bacterial poisons in the intestines. It should be possible to test this 
theory by placing germ-free animals under conditions which would 
ordinarily produce shock. The committee is of the opinion that more 
extensive collaborative work between the Institutes would be produc- 
tive. 

The committee emphasizes the importance of the need for new 
knowledge in tropical medicine. While tropical diseases research is 
conventionally thought of only in terms of our military commitments 
abroad, the committee emphasizes that our civil populations have 
at least an equal stake in the results of such activities. In this con- 
nection, the committee specifically has in mind the discussions with 
the National Institutes of Health staff of one proposed activity in 
Panama. Such an extension of direct research activity is logical. 
At this time, however, the committee believes that other activities 
of the Institute should be reoriented to provide an opportunity for 
the proposed new program. This activity would not minimize the 
need for continued support on a long-term basis of the Gorgas Memorial 
Laboratory. This distinguished group of scientists deserve nothing 

less. Further, the committee is hopeful that activities conducted 
under the statutory limitation on the Gorgas appropriation can be 
effectively expanded through the addition of funds through the 
research grant mechanism. 
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NEUROLOGY AND BLINDNESS ACTIVITIES 
$18, 650, 000 
18, 887, 000 
18, 887, 000 
24, 058, 000 

The committee recommends $24,058,000 for activities under this 
appropriation, an increase of $5,171,000 over the House allowance 
and the budget estimate. 

The committee continues to be impressed by the vigor of the attack 
of this Institute upon the obscure and sometimes baffling diseases to 
which its efforts are dedicated. The fact that the expenditure of sub- 
stantial means over a period of years has not shed light upon the cause 
and cure of many neurological disorders is no reflection whatever 
upon the vitality and scientific productivity of the research program, 
In this field, as in others, such as cancer, the key to ultimate victo 
is sustained support over the long periods required to build the base 
of knowledge prerequisite to the development of applied findings. 

Meanwhile, findings of immediate significance are being produced. 
The stimulating and productive research on cure of focal epilepsy, and 
on the accompanying work involving detection of the precise function 
of each area of the brain, continues to proceed in a satisfactory manner. 
This clinical work, combined as it is with closely coordinated work on 
the biochemistry of the brain, represents to the committee precisely 
the type of combined approach which it had in mind when it appro- 
a funds for the Clinical Center of the National Institutes of 

ealth. 

Investigations in other areas are going forward. For example, a 
diagnostic method has been developed for the early detection and 
treatment of a virulent form of uveitis, a blinding disease. As another 
example, a new technique has been developed for detecting the precise 
location of most brain tumors without opening the skull. Such find- 
ings are the product of a vigorous research effort. 

As the committee noted in its report on this Institute for fiscal year 
1957, “balance must be sustained between large-scale collaborative 
studies and the efforts of individuals or small groups working in- 
dependently in the laboratory.” Experience over the past year has 
emphasized the pertinence of this warning. The course of develop- 
ment of the cancer chemotherapy program, as a large-scale collabora- 
tive study, has shown clearly that there are definite limits to the rate 
at which such programs can be expended. 

The potential significance of occurrences to mothers during preg- 
nancy, birth, and shortly thereafter—the so-called perinatal period— 
has been recounted to the committee. There is solid ground for 
believing that many more neurological disorders than is now known to 
be the case arise from perinatal influences. For this reason, the time 
is ripe for a full-scale effort to determine the extent to which adverse 
conditions during this period are responsible for neurological disorders, 

The committee is in full accord with this large-scale research pro- 
gram on the health effects of perinatal influences to be undertaken by 
this Institute. The committee hopes to see this program expanded 
with the additional funds made available. 
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GRANTS FOR CONSTRUCTION OF HEALTH RESEARCH FACILITIES 


1957 appropriation 

1958 budget estimate 

House allowance 

Committee recommendation 

The committee approves the full authorization of $30,000,000 for 
the second year of this 3-year program to expire with fiscal year 1959 
under the present law. 

There will be applications from eligible applicants far in excess of 
the authorized annual appropriation of $30,000,000. The committee 
has been informed that the Advisory Council. at. its May meeting 
approved applications for $27,000,000, or 90 percent of the pending 
appropriation request. 


RETIRED PAY OF COMMISSIONED OFFICERS 


1957 appropriation $1, 450, 000 
1958 budget estimate 1, 570, 000 
House allowance None 

Indefinite 


The committee has inserted this item, against which a point of order 
was made and sustained in the House. The payment of these benefits 
to retired commissioned officers is established by law, and it is incum- 
bent upon the Congress to provide whatever sums are necessary. No 
administrative control can be exercised over the amount of benefits 
paid and, since the item is relatively small, the committee has changed 
this from an annual definite appropriation to an annual indefinite 
appropriation of “‘such amount as may be required during the current 
fiscal year.’ 

Natrionat Liprary oF MEDICINE 


1957 appropriation 
1958 budget estimate 


1, 450, 000 


The budget estimate is approved to provide for the operating 
expenses of the National Library of Medicine in the Public Health 
Service, having been transferred thereto from the Department. of 
Defense in accordance with the provisions of Public Law 941 approved 
in the last session of Congress. 

The National Library of Medicine Act abolished the organization 
known as the Armed Forces Medical Library and established in its 
stead the National Library of Medicine in the Public Health Service. 
This allowance will provide approximately $62,000 for mandatory 
items and $63,000 for new program items including 3 additional 
employees for the night opening of the library to meet the demands 
and needs of its users. 
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Pusuic Hearts SEeRvIcE 


SALARIES AND EXPENSES 


I oe a ie a emo ete $3, 892, 000 
I ie ae a ee ee 5, 150, 000 
Ne cap auwand 5, 100, 000 
Committee recommendation. ~........... 2-22 ene le eel ee 5, 100, 000 


The committee approves the House allowance, a reduction of 
$50,000 from the budget estimate but an increase of $1,208,000 over 
the 1957 appropriation. 

This allowance will provide $233,300 for mandatory increases and 
$953,700 for new program items including an additional 63 employees. 
The major item included in the new program items is the national 
health survey program for which 16 additional employees are pro- 
vided and $495,673. 


Sr. Evizasetrus Hospirau 


SALARIES AND EXPENSES 


FEF ont ietets seins co rewccwiieweweew te UG LRGs $2, 870, 000 
A ne tir cuin mew neibed ates wed ag aad shiping 62 3, 265, 000 
DR NNN 8 Bia? boc ou ce ogahnismah dem bnener bash cnddon 3, 000, 000 
Cn NCNEINCRIITAST 8 ris es ema mncien 3, 085, 800 


This allowance, an increase of $85,800 over the House, will provide 
an increase of $348,800 over the 1957 appropriation but a reduction 
of $179,200 under the budget estimate. 

This allowance will provide $15,600 for mandatory increases and 
$70,200 for other essential items and will permit the hospital to 
continue the present standards of care and treatment to patients. 

The disallowance of the restoration sought, $85,800, would result 
in a decrease in reimbursements of $349,800 for a total reduction 
in obligational authority of $435,600—reimbursements constitute 
approximately 80 percent of the total budget and a reduction in the 

ederal contribution is accompanied by a proportionate reduction in 
reimbursements. 


MAJOR REPAIRS AND PRESERVATION OF BUILDINGS AND GROUNDS 


ee EN nn re eee nee se ens eee dled beubulsws $270, 000 
Perec SATIS on 8 BS ca a a LU eros 55, 000 
I NO nT ts 5 Sibel Doles oli tubbinin 55, 000 
CRN SERA REIO is. Bice es dublin nena sis de deencne 55, 000 


This allowance will provide the full budget estimate including the 
preliminary plans for remodeling an extension of the administration 
building, $5,600; the replacement of a freight elevator in the general 
kitchen, $15,000; additional for electrical facilities for the kitchen of 
the continued treatment building, $15,000; and the rewiring and 
extension of electric facilities in patient buildings, $19,400. 


CONSTRUCTION, TREATMENT AND CAFETERIA BUILDING 


I ah nies $180, 000 
I nk baa wawlbeee 1£0, 000 
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This allowance will provide $186,000 for the preparation of plans 
and specifications for a 250-bed treatment and cafeteria building to 
replace an antiquated treatment building constructed in 1871. Total 
cost of the new facilities is estimated to be $4,175,000. 

A proportionate share of this cost will be borne by the District of 
Columbia pursuant to the provisions of Public Law 472, 83d Congress. 
The District of Columbia’s share, estimated at $3,072,000, will be 
collected over a period of not to exceed 40 years. 


SocraL Securtry ADMINISTRATION 


BUREAU OF OLD-AGE AND SURVIVORS INSURANCE 


SALARIES AND EXPENSES 


EOE, nance mc nccup eons sends hose ae age ean $121, 500, 000 
Teor Wadees Camara. ek des UO 131, 000, 000 
peouwe ellowanoe. _ 2-8 5. 0. LU axtizigs 1. i See aE 130, 000, 000 
Committee recommendation... -. «2.4546 ----scenecnccemesancen 130, 000, 000 


This allowance will provide $8,192,155 to meet mandatory increases 
in fiscal year 1958 and an additional $3,395,592 for additional program 
items. 

Since July 1956, the Bureau of Old-Age and Survivors Insurance 
area office in Birmingham, Ala., has been writing checks for bene- 
ficiaries under its insurance program through a delegation from the 
Division of Disbursement, Treasury Department. The committee 
understands that considerable savings have been accomplished in the 
Birmingham office through the integration of the OASI accounting 
and recordkeeping functions with the disbursing functions. In view 
of the economies which have been effected, the committee feels that 
the Birmingham delegation should be extended to the other five area 
offices of the Bureau of Old-Age and Survivors Insurance. 

A group made up of representatives of the General Accounting 
Office, the Bureau of the Budget, and the Treasury Department is 
currently studying, as directed oe the House Committee on Appropri- 
ations, the further delegation of checkwriting to several agencies. 
Unless the findings of this group conclusively demonstrate that the 
checkwriting function slewald be retained in the Treasury Depart- 
ment, this committee feels that a delegation to at least the Bureau 
of Old-Age and Survivors Insurance should be accomplished at the 
earliest possible date. The group studying this matter is scheduled 
to dguuplate its work and make a report not later than June 30, 1957. 
This committee will expect to be advised of the conclusions which 
are reached in this connection. 


CONSTRUCTION 
Committee resommendatlell. « o<..ss0<.«usen Seweeekwweusaeneee $5, 710, 000 


The committee recommends an additional transfer from the old- 
age and survivors insurance trust fund of $5,710,000 to make avail- 
able a total of $31,080,000 for the construction of an office building on 
the outskirts of Baltimore for this Bureau. ‘The committee has also 
included an escalator clause to permit the execution of the building 
contract at a price higher or lower than the available funds, con- 


23002°—58 S. Rept., 85-1, vol. 2——- G2 
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tingent upon the percentage increase or decrease in construction costs 
generally dating from October 1, 1956, the date of the computation 
of this estimate, as determined by the Administrator of the General 
Services Administration. 

Funds for plans and specifications, $1,500,000, were made available 
by the Congress on July 1, 1953. ‘The Bureau hopes—some 4 years 
later—to have the plans and specifications completed early in fiscal 
year 1958. This protracted delay in getting plans and specifications 
is attributable to all concerned in the Dosdrtsheat, and to an opinion 
rendered by the General Accounting Office with regard to the limit of 
cost for the building—no limit of cost was included in the appropria- 
tion item at the time but the reports from both Committees on Appro- 
priations had agreed on a specific figure of $25,370,000, notwith- 
standing which the Comptroller General ruled that the appropriation 
amount, several million aaa under the limit of cost as agreed upon 
in the committee reports, was the controlling one. 

The committee has included in this item a proviso that the escalator 
clause contained therein shall be effective only if the contract for 
construction is executed on or before December 1, 1957. It will be 
necessary for the Department to proceed forthwith to get completed 
plans and specifications and to see that bids are invited and received 
and a contract executed before the date mentioned. 

The committee is certain that there is no justification for an addi- 
tional day’s delay in proceeding with the construction of this most 
urgently needed building. Since the trust fund is the depository of 
contributions of workers and employers, there is a special responsi- 
bility on the part of all concerned to exercise every precaution in the 
conservation of these funds. A continuation of the present rental 
arrangements results in an additional charge against the fund of 
approximately $1,750,000 a year. 

The committee is concerned that the Bureau has not engaged the 
services of an individual competent in the construction field to expe- 
dite the work on this building in view of the obvious extreme urgency 
of early occupancy and the continued unnecessary drain on the trust 
fund. The committee will expect the Bureau to immediately employ 
such an individual. 


GRANTS TO STATES FOR PUBLIC ASSISTANCE 


I ee bean $1, 575, 000, 000 
RE lp tag ati eh ae I a ep Aha 1, 679, 400, 000 
eee aes reese ela PO Sos oe 1, 600, 000, 000 
Committee recommendation___.-__----_-_- Jeo aL 1, 600, 000, 000 


The committee approves the House allowance, a reduction of 
$79,400,000 from the budget estimate, but $25,000,000 over the 
1957 appropriation. 

The committee again recommends the striking out of the limitation 
on the amount of funds to be made available for expenses of State and 
local administration, in conformance with the position of the Senate 
in its action on the Urgent Deficiency Appropriation Bill, 1957, H. R. 
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4249, and on the subsequent continuing resolutions, House Joint 
Resolution 310 and House Joint Resolution 312, with respect to 
which this committee recommended, and the Senate without dissent 
approved, that the funds appropriated be made available without 
limitation. 

The committee feels constrained again to suggest that the pro- 
ponents of a limitation covering the funds to be used for the admin- 
istrative expenses of the public assistance programs pursue the matter 
through the Committee on Finance and the Committee on Ways and 
Means, in whose province falls the amendment of the Social Security 
Act. Inquiry reveals that there is no pending bill before either com- 
mittee to effect this purpose, nor has Sane been such a bill for years. 


GRANTS TO STATES FOR TRAINING PUBLIC WELFARE PERSONNEL 


ieee Dbaget estimate. . oc. c iin ne- sens kecspebnctaencdaall $2, 500, 000 
TE POO G0 aid So ie cmd ncccinneuenscdhibnawedlaeeaee None 
Cammittoe: reeommendation .<:...-<<.cncke ané6¢ acieneonununancaeuun None 


The committee considered the appeal oY the Department for restora- 
tion of this item, deleted in its entirety by the House, but concluded 
that no funds should be allowed. 


BUREAU OF PUBLIC ASSISTANCE, SALARIES AND EXPENSES 


Bs GERIOEMAROR. . no ncnnoncieondiadapsebeindssonunhdiian chains $1, 748, 000 
type DUUReL Gstimale.-. cw cc kc ocavecsoussbucudeauupereeres 2, 216, 000 
Pelee ROWONGS.......o. ~~~. necceccabaknesucdonaen ace 1, 900, 000 
Comunittie recdmmendation <. wc ééc oS isk dc de ahold beatiews denne 1, 900, 000 


The committee recommends the House allowance, a reduction of 
$216,000 below the budget estimate, and an increase of $252,000 over 
the appropriation for 1957. This increase will provide approximately 
$130,000 for mandatory items, and $22,000 for minor program 
activities. 

In approving the full amount of the budget estimate for 1957, 
which was a sizable increase over the amount allowed for the fiscal 

ear 1956, the committee expressed the hope that the Bureau would 

e able to assist the States in achieving more efficient administration, 
and permit a more frequent review of State and local operations. 
Testimony of Bureau officials failed to indicate any increase in the 
frequency of the review, and any increased efficiency of State and local 
operations has failed to produce economies which can be observed by 
the committee. With the increase granted in 1957 continued in 1958, 
the committee will expect to be advised of any concrete evidence of 
economy resulting from measures instituted as a result of the program 
expansion authorized. 
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CHILDREN’S BUREAU, SALARIES AND EXPENSES 


1GB7 -aperepehio. 6.5.4 ibd cube decd Hees uesubu tess daesriistionen $1, 822, 000 
ako. dines eidiatattiscia led Re ge Al dn cheieh 2, 154, 000 
ee i aie ee matali: aera dyad 2, , 000 
ne IIe ne ee cL emobeeuns 2, 000, 000 


The committee recommends the House allowance of $2,000,000, 
$154,000 below the budget estimate, and $178,000 above the appro- 
priation for 1957. 

The funds recommended will provide for approximately $102,000 
in mandatory items, and $76,000 for program expansion. 


GRANTS TO STATES FOR MATERNAL AND CHILD WELFARE 


LOS PARORRMNOE.S AL AL SALSA Eo ESS $39, 361, 000 
RE ig i oh ie i ghiem Ua dbiat bud oud da win de 41, 500, 000 
I esata hi a acini hesnacninas eri tn wa ERED 41, 500, 000 
(peneenceee Seonpemengation. cont 41, 500, 000 


The committee recommends the House allowance, the full amount 
of the budget estimate. 

The funds recommended will provide the full amount authorized 
for maternal and child health services, $16.5 million; $15 million for 
crippled childrens services; and within $2 million of the amount author- 
ized for child welfare services. 

The specific allowance of $1 million for special project grants for 
mentally retarded children, initiated by the committee in 1957, is 
continued in the bill. 


COOPERATIVE RESEARCH OR DEMONSTRATION PROJECTS IN SOCIAL 


SECURITY 
1056) enh eatin ois bh ov mens ecedcink bo o~ Soidd bewele owedans $2, 080, 000 
House allowance__.__--- Si A I a None 
ee ae on. nn wae bdeecancvanemamacecaime None 


No funds are allowed for this new activity. The committee con- 
sidered the Department’s appeal for restoration of the budget estimate, 
disallowed by the House, but concluded that no allowance should be 
made. 


OFFICE OF THE COMMISSIONER 


SALARIES AND EXPENSES 


LE A 5S BALE ash besa sei aceaoen 6 on bp shin - <~cmpts $212, 000 
a at 160, 000 
a nS gt ereriouain a aaa hem map air iesik conse ce 315, 000 
ee Gremeeee oe a ee See Og A 244, 000 
Neel ae aes ees a 300, 000 
er Sie See diated eae Maa iemcaonede 240, 000 
ns apiaeielieab aah wie wenn pacin w 300, 000 
er enna, Che Mees oe oes Sue ele eee db ed 240, 000 


The committee recommends the House allowance, a reduction of 
$19,000 from the budget estimate, but represents an increase of 
$168,000 over the 1957 appropriation. Numerous amendments to 
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the Social Security Act within the past few years have added consider- 
ably to the workload of this office, while there has been only a minor 
increase in staff. The funds here recommended will permit the 
Commissioner to add 18 positios to his staff, 


OFFICE OF THE SECRETARY 


SALARIES AND EXPENSES 


8057 appropriation... c.cscessccdssascdcdsssseecsei OR $1, 588, 000 
OAS! transler.. ..cncccccssqusssswtsusddbabssaceseszccectee 225, 000 
AGRE DWRGRCE CRIN OLS Wn conn cnn erene ssi ached ane 2, 015, 000 
Ee WO nga nc cacénncoune nucsccueuusteeneeee 282, 000 
SUES CIPS WERE) ois ss neck ccueneckageeoudeneeeneeeeee 1, 800, 000 
OABI trandiepc. 5.5 busd- Jo ce use Lea aie 260, 000 
Committee recommendation. os 4 oa - ds weeds enc uee ds cusedey 1, 800, 000 
ORB TADS noon neninctles + ndvindeeh= edsianeianeeia 260, 000 


The committee recommends the amount of the House allowance, 
a total of $2,060,000, a reduction of $237,000 below the budget esti- 
mate, and an increase of $247,000 over the 1957 appropriation. The 
increase over the current year will provide approximately $134,000 
for mandatory increases, and $113,000 for program increases. 

The committee notes that even with the substantial increase granted 
in 1957 over the 1956 allowance, positions were added to the staff of 
the Office of the Secretary which were neither authorized nor submitted 
to the Congress for consideration. The committee will expect the 
Department in the future to justify such additions before taking such 
action. 

In commenting on the effect of the House action, the Department 
remarked that preparation for continuation of essential activities at 
the seat of government and elsewhere during civil-defense emergencies 
will have to be performed by employees already on the roll. The 
committee concurs in this arrangement and urges its adoption through- 
out the Department. The funds recommended for the Department 
in this bill, however, do not provide for any of the functions of the 
Federal Civil Defense Administration delegate agency programs, 
for which no estimates were considered by this committee in connec- 
tion with this bill. 


OrricEe oF Fia_tp ADMINISTRATION 


SALARIES AND EXPENSES 


SS BIT ODTIACIOT a5, nnn once dents ene ceenrhiteeedl oieeieineneaaaedion $1, 985, 000 
Geek OMEN a, okra rat nb inc neo tae aces aces+a aoe 568, 000 
O68 bade estimates sis LU oii ees 2, 355, 000 
OAS tranmfetss 2.53. beos. 268. cue aiid eel eae} 708, 000 
House SU0WSDNG. smh) le none bpcccdsp ae bs bisswesel~Gshicsbenneeys 2, 300, 000 
RFMOS WUE oon occ ranndnet cade ekaiiabieen sd aan ene 700, 000 
Committees reconimendation..-.. 2... 5..ccnqconncebsunnapegnoocene 2, 300, 000 
OASE-tratisfe® ie oo. sodas S soe LeU SSS Se Sees 700, 000 


No increase is recommended. The committee concurs in the House 
action in allowing the requested increase over the 1957 appropriation 
for grant-in-aid auditors, and for central voucher auditing, and 
payrolling in the regional offices. 


| 
i 
| 
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OFFICE OF THE GENERAL COUNSEL 


SALARIES AND EXPENSES 


2057 eperopreon.... ..<..- icieais a oh oe a Bes $426, 000 
nn eC 8S a cee aah sie iewd 419, 100 
I nce. argh «ect Sela is clita 559, 000 
RS bac, acid ds came Alban 44 ddtgp ne penwkenur athiba tien 477, 000 
i ica ea id bial elas int Reade genes gepe'e gts Siediecaat 500, 000. 
ON, oii cnn kU LUR SERS Wea a ame olewaccesaccscouce 450, 000 
Sememateen repommondation.. .....<<<s<eneecentiacccsecnntudbiuks 500, 000: 
PN ob sd.oasee lid oon tk kno eeuiacsdenkeianind Bakibe od 474, 000 


The committee recommends an increase of $24,000 in the transfer 
from the OASI trust fund. 

Amendments to the Social Security Act during both the 83d and 
84th Congresses, particularly with reference to the old-age and 
survivors insurance program, substantially increased the workload of 
this office. The increase recommended will provide for the 3 positions 
requested for the OASI division, as well as 1 position in the welfare 
and education division. 


SURPLUS PROPERTY UTILIZATION 


Br eas COs OSS. a ee i os TR se ck $450, 000 
SOUR ues Chime. oes So ode ee eo ede kde cece 502, 000 
NN i BS denon manne sisneanapenhasendnphbacre 502, 000 
UN EN i in ine enenin ch amemmnet 502, 000 


No increase is recommended. The House allowed the full amount 
of the budget estimate, which will provide $26,850 for mandatory 
items, and $25,150 for 4 positions for the Boston and Denver regional 
offices. 

GENERAL PROVISIONS 


INDIRECT COSTS OF RESEARCH 


The bill as it passed the House contained the following section: 


Src. 208. None of the funds provided herein shall be used 
to pay any recipient of a grant for the conduct of a research 
project an amount for indirect expenses in connection with 
such project in excess of 15 per centum of the direct costs. 


The committee heard a number of eminent witnesses representing 
universities and research institutions regarding the adverse effects 
of this limitation on the fiscal structure of such universities and 
research institutions conducting medical research with funds granted 
by the Department. Testimony before the committee indicated that 
schools and other institutions often are forced to absorb costs some- 
what in excess of the proposed 15 percent, and that these costs are 
increasing. 

It is the sense of the committee that indirect costs are as much a 
part of the total cost of research as are direct costs. There is not 
sufficient evidence available, however, to establish a fixed percentage 
at this time. For this reason, the committee will request the General 
Accounting Office to conduct a study of this matter and render @ 
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report by January 1, 1958. Pending the outcome of the study, the 
committee is of the opinion that indirect cost payments should be 
increased by a conservative amount above the current level. 


LIMITATION OF AVAILABILITY OF CONSTRUCTION FUNDS 


The Congress last year in its consideration of the Second Supple- 
mental Appropriation Act, 1957, approved funds for the preparatior 
of plans and specifications for the construction of a general office 
building and a dental research building for the National Institutes of 
Health, and for the construction of library facilities for the National 
Library of Medicine. 

In recommending these funds this committee was under the belief 
that the provisions of law (31 U. 8. C. 682), continued available such 
funds until the final completion of the buildings. However, on May 
28, 1957, the Comptroller General ruled that funds made available 
for the preparation of plans and specifications were available only 
during the year for which appropriated. The committee accordingly 
recommends the inclusion of the following proviso at the conclusion 
of section 209: 

Provided, That existing obligational authority to the Depart- 
ment of Health, Education, and Welfare for preparation 
of plans and specifications for the construction of the general 
office and the dental research buildings of the National 
Institutes of Health, and the National Library of Medicine 
building of the Public Health Service, shall remain available 
until June 30, 1958. 

There was unobligated on April 30, 1957, $134,505 of the $300,000 
made available for the general office building; $349,976 of the $350,000 
for the library facilities; and the full amount of the $200,000 for the 
dental research building. 


REIMBURSEMENT FOR TRAVEL EXPENSES 


The committee recommends the inclusion of the following section: 


Sec. 211. To the extent and under the conditions provided 
by regulations of the Secretary, officers (including commis- 
sioner officers of the Public Health Service) and employees of 
the Department of Health, Education, and Welfare may here- 
after, in connection with their attendance at meetings or in 
performing advisory services concerned with the functions or 
activities of the Department, be permitted to accept payment, 
in cash or in kind, from non-Federal agencies, organizations, 
and individuals, for travel and subsistence expenses, to be 
retained by them to cover the cost thereof or deposited to the 
credit of the appropriation from which the cost thereof is paid, 
as may be prone in such regulations. 


This authority would be used by the Department in meeting the 
requests of groups concerned with the work of the Department for 
special advisory services, and for attendance at meetings when so 
requested by non-Federal agencies, organizations, or individuals. 
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Similar authority has been contained in the appropriation acts for 
the Department for a number of years in connection with the Office 
of Education. 

The Department has indicated a need for such authority not only 
in connection with the Office of Education, but also in connection 
with scientific and other work of the Public Health Service and the 
Food and Drug Administration. 


NATIONAL LABOR RELATIONS BOARD 


Per mmenennn ae. oth. GES Gack. Jo BAe ees AL Li $8, 951, 500 
Se CO ONS Feds nc rec annedenncwencdassemseeedde 9, 575, 000 
I 9, 384, 800 
ee ne seb brmomwercu amensibnag cme ame 9, 384, 800 


No increase is recommended. The amount allowed, an increase of 
$433,800 over the 1957 appropriation, will permit the Board to make 
the mandatory contribution to the retirement fund of $427,900 but 
will require the absorption of other mandatory items approximating 


$95,000. 
NATIONAL MEDIATION BOARD 
SALARIES AND EXPENSES 
ri ee a eames neti eheenn ee has necuas $475, 500 
a eewbnedadkeanmieeke 520, 000 
ee ee pede a oe en 520, 000 
Cormeiieues DonommmrenenON. ook Sb es cd bin dae SdnceS 520, 000 


No increase is recommended. The amount allowed is $44,500 over 
the 1957 appropriation, which provides for mandatory items totaling 
$27,000, and an increase in staff of 1 mediator, plus related expenses, 


ARBITRATION AND EMERGENCY BOARDS 


Nee ic ahulenotchesapeccenbudewus $250, 000 
I ION 0 a i eS oe ceisn Seidadbuiaal 250, 000 
Pasene Mann 8 nek te ee ee ee eel neon 250, 000 
et eon eatacewaccumscecese 250, 000 


No increase is recommended. The amount recommended covers 
the salaries and expenses of members of Presidential boards, arbitra- 
tion boards, and neutrals appointed on special boards of adjustment 
in the railroad industry. 


NATIONAL RAILROAD ADJUSTMENT BOARD 


Ebr NRLY SS Ud SOS Sa el eee A se tk $486, 500 
ie ORI OO ig eis os Bsc la a din cine <p wy > bn eb agdwe sume 525, 000 
N\A EELS RTE LE TE ER DE 525, 000 
Neen eT ee nee ee ab manbanmaunieanwe 525, 000 


No increase is recommended. The recommended allowance will 
provide for the administrative expenses connected with the Board’s 
work, no appropriation being required for the salaries of the 36-member 
Board, half of which are paid by the carriers and half by labor 
organizations, 
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RAILROAD RETIREMENT BOARD 


SALARIES AND EXPENSES 


1067 expropriation: 4-96 -sn- panaee-aqayp <sinpeseore-nenenbants<h $7, 600, 000 
St Ey GRERDUD donndonctousanuyunesunaiadiediimemeina nied 8, 150, 000 
I TINO 5. oo 9 os Seg mene gaining iar aan aie me eet 8, 150, 000 
Committee recommendation........--.--.2- 022 8, 150, 000 


No increase is recommended. The amount recommended is for the 
full amount of the budget estimate, which is an increase of $550,000 
over the amount available during the current year. These funds are 
made available from the railroad retirement trust fund, and are for 
the administrative costs of operating the railroad retirement program. 


FEDERAL MEDIATION AND CONCILIATION SERVICE 


SALARIES AND EXPENSES 


ST GG RRAUGE. «isn a dancchbecsnesbnoa eae een ehennaren $3, 295, 000 
ran: MUIR 1. 5 «cds ssa sake east saa edhe dos ele Co taasacncaaametinal 3, 610, 000 
NE RN GNI oss he ae sch ens ee ao rm ws be erie l'on eo ep ge a a lah 3, 550, 000 
TERS SPGOSRIRRENION 5 6. oon wands duecancadkuunahinesaieen 3, 550, 000 


The committee approves the House allowance of $3,550,000, which 
is $60,000 less than the budget estimate, and $255,000 above the 1957 
appropriation to provide for mandatory increases. 

The committee has also included language to permit the payment 
of costs for Government-listed telephones in private residences or 
apartments for the official use of mediators who are located in cities 
where no Federal mediation service office is maintained. No addi- 
tional funds were requested for this authority, as officials of the service 
testified that the additional costs would be absorbed out of the funds 

rovided. The committee was advised that the Comptroller General 
io ruled that specific authority must be obtained in the appropriation 
act concerned before such an expenditure may be made. 

The arrangements under which these telephones will be installed 
require that the employee have his own private phone to insure that 
the Government is not providing personal phone service. 


INTERSTATE COMMISSION ON THE POTOMAC RIVER 


BASIN 
Sy GDRODTNOR. «Bis aidan nance dcdueneedogdbawedsamenasenel $5, 000 
ey Oe DELIUNEEG: .. .... . ucteua ni@eidia awk anaes aaa eee 5, 000 
DG MENNUNAAGR. Fos. a at 5 cote easel upaseihin es aaa eee anne 5, 000 
DOISCORS TUCORIMIOINIIIOR o.oo. oe width csc ending annie ware 5, 000 


The committee recommends the House allowance of the full budget 
estimate of $5,000, which is a contribution to the Commission toward 
administrative expenses. The Commission is a joint agency repre- 
senting the States in the Potomac River Basin, organized to encourage 
cooperative effort among the States on pollution problems in the basin. 


UNITED STATES SOLDIERS’ HOME 


S00) SBDIDNONGE. 28. oo dc ccntioecaskudendanmedwawnneeeeene $6, 643, 000 
Pe eee POMS. oe. os cnnicce sunduiews aetieeneteee 4, 750, 000 
Semana TORU ONIN DS . . s  c epiein dee Se lan eet oi 4, 750, 000 
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The committee recommends the House allowance of $4,750,000, 
the full amount of the budget estimate, which is $1,893,000 below 
the 1957 appropriation. The reduction below 1957 does not affect 
operation of the home, as funds were provided in that year for the 
construction of a service center. 

These funds, derived from the Soldiers’ Home permanent fund, 
which consists of contributions from Regular members of the Army 
and Air Force, court-martial pay stoppages or fines, and all for- 
feitures on account of desertion, are for the maintenance and operation 
of the home. 
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MUTUAL SECURITY ACT OF 1957 


JUN» 7, 1957.—Ordered to be printed with an illustration 


Filed under authority of the order of the Senate of June 6, 1957 





Mr. Green, from'the Committee on Foreign Relations, submitted the 
following 


REPORT 


[To accompany §. 2130] 


The Committee on Foreign Relations, having had under considera- 
tion the bill, S. 2130, to amend further the Mutual Security Act of 
1954, as amended, and for other purposes, reports it favorably with 
an amendment in the nature of a substitute, and recommends that, as 
amended, it do pass. 


1. Marn Purpose or tHE BILL 


The main purpose of the bill is to continue the multiple activities 
which come under the general heading of the mutual security program, 
to clarify the purposes of these activities, and to put them on a more 
rational basis. 

2. Wuat THE Britt Dozs 


The bill, which is drawn in terms of amendments to the Mutual 
Security Act of 1954, makes a number of fundamental changes in that 
act and adds some further refinements. Its most important provi- 
sions are: 

1. Military assistance and defense support are authorized for 2 
vears instead of 1. 

2. A development loan fund is created to make loans and to engage 
in financial transactions, other than grants or purchase of equity 
securities, designed to promote the economic development of less 
developed countries. Appropriations of $500 million are authorized 
for fiscal 1958, and in addition the fund is authorized to borrow from 
the Treasury $750 million in each of fiscal years 1959 and 1960. 
This new lending authority, which will be used to supplement the 
activities of private enterprise, the Export-Import Bank, and the 
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International Bank for Reconstruction and Development, replaces the 
former Mutual Security Act provisions for development assistance, 

3. The bill provides a sliding scale for reducing the percentage of 
United States contributions to the United Nations technical assist- 
ance program. According to this scale, United States contributions, 
which this year amount to approximately 49 percent, will be reduced 
to 45 percent in 1958, to 38 percent in 1959, and to 33.33 percent in 
1960. Within the 45 percent limitation, an appropriation of $15.5 
million is authorized for 1958. The bill also authorizes $151.9 mil- 
lion for the United States bilateral technical assistance program and 
$1.5 million for contribution to the technical assistance program of the 
Organization of American States. 

4, Special assistance in the amount of $250 million is authorized to 
supplement program funds to meet unforeseen changes or to meet 
special or unforeseen situations. Of this amount, $100 million 
may be used, as in past years, in the President’s discretion without 
regard to the other requirements of the act when the President deter- 
mines such use to be important to the security of the United States, 
The remainder, or $150 million, is designed to meet situations which 
could not otherwise be met under the more stringent terms written 
into the bill this year in regard to defense support and development 
loans. In addition, $25 million, of which 90 percent must be in 
loans, is separately authorized for economic development in Latin 
America. 

5. Provision is also made for an additional contribution of $220 
million to NATO infrastructure, for continuing assistance to West 
Berlin, for assistance to various classes of migrants, refugees, and 
escapees, for contributions to the United Nations Children’s Fund, to 
Arab refugees from Palestine, to the civilian activities of the North 
Atlantic Treaty Organization, for the atoms for peace program, and 
for payment of ocean freight charges on private relief shipments. 

6. A program of malaria eradication is specifically authorized for 
the first time, to be financed mainly out of technical cooperation 
and special assistance funds. 

7. The limitation of 31.5 percent on United States contributions 
to the U. N. Food and Agriculture Organization is increased to 33.33 
percent. 

8. Various administrative and technical amendments, which are 
explained below, are also made in the act. 

The following table shows the authorizations carried in the bill and 
the appropriations which will be requested: 
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Mutual securily program for fiscal year 1958 


a ee ee ee 











Administration request Committee bill 
Military assistance - - -----------------| Continuing authorization | 2-year authorization: 
with $1,900,000,000 to be $1,800,000,000 in fiscal 
appropriated in fiscal 1958, 1958 and $1,500,000,000 
in fiscal 1959. 
OD. 6... a nk ssinntnmaedodseuens tuts Continuing authorization | 2-year authorization: 
with $900,000,000 to be ap- $800,000,000 in fiscal 1958 
propriated in fiscal 1958. and $710,000, 000 in fiscal 
1959 
Development loan fund__-_---_.- ...-.--| $500,000,060 to be appropri- | Same as requested. 


ated in fiscal 1958 plus bor- 
rowing authority of $750,- 
000,000 in each of the fiscal 
years 1959 and 1960. 





Technical cooperation: 
Bilateral.-- ...-..-. Continuing authorization | l-year authorization: $151,- 
with $151,900,000 to be ap- 900,000 
propriated in fiscal 1958. 
Multilateral: 
United Nations. : $15, 500, 000 $15, 500, 000 
Organization of American States s 1, 500, 000 1, 500, 000 
Other programs: 
Special assistance... .- 300, 000, 000 250, 000, 000 
Latin American economic development.. a Sena eeiswes<sect 25, 000, 000 
ae | eee a ae 11, 500, 000 11, 500, 000 
ee >). ee enee apy rare 2, 233, 000 2, 233, 000 
Escapee Program... --- o<greeeenuuus 5, 500, 000 5, 500, 000 
U. N. Children’s Fund__- 11, 000, 000 11, 000, 000 
Ocean freight on voluntary relief. f ship- 
ments. ee aise bbe 2, 200, 000 2, 200, 000 
Battle Act administration- sea 1, 300, 000 1, 000, 000 
ICA administration - - _- ; an 35, 000, 000 33, 000, 000 
Atoms for Peace ivaweneded SONG 7, 000, 000 7, 000, 000 
Total... _ 3, 617, 333, 000 





Note.—The administration authorization request, which put military assistance, defense support, and 
technical cooperation on a continuing, indefinite basis, is not susceptible to being totaled. 

The administration in its presentation had, however, indicated it would make an a request 
totaling $3,864,410,000. This included the figures indicated above plus $12,500,000 for the Intergovern- 
mental Committee for European Migration, $2,700,000 for NATO civilian headquarters, and $4,577,000 
for State Department administrative expenses, all of which items are provided for by continuing author- 
izations already in the law. Thus, the net reduction made by the committee is $227,300,000. 


The table below shows the distribution of the proposed fiscal 1958 
program by area and function, without taking into account the reduc- 
tions made by the committee. These reductions are on a worldwide 
basis and cannot now be assigned to specific areas or countries. 
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The committee has had made available to it detailed figures on 
each program proposed in each country. Most of the country figures 
are classified “secret”? by the executive branch. The committee is 
not convinced that such a classification is necessary on so many items 
in the interest of national security, but the committee does respect 
the views of the executive branch which emphasizes the inadvisability 
of disclosing program figures for individual countries prematurely. 
The complete, detailed figures are available in the Foreign Relations 
Committee room to any Senator and will be available in the Senate 
Chamber during consideration of this bill for confidential examination 
by any Senator. 


3. BACKGROUND AND ComMMiITTEE ACTION 


This present bill in large part reflects the conclusions of the Special 
Committee To Study the Foreign Aid Program, which was created by 
Senate Resolution 285, agreed to July 11, 1956, and which trans- 
mitted its report to the Senate May 13, 1957 (S. Rept. 300, 85th Cong., 
ist sess.). In particular, the bill embodies the following recom- 
mendations of the special committee: 

1. The objectives of the various aid programs are to some extent 
separated, refined, and restated. 

2. Military aid, supporting aid (further broken down in the bill as 
“defense support” and “‘special assistance’’), and technical assistance 
are continued. 

3. Economic development assistance is put on a repayable basis 
through the mechanism of a development loan fund. 

4. Military aid is to be administered by the Department of Defense 
with stronger foreign policy direction vested in the Secretary of State. 

5. Responsibility for defense support and special assistance rests 
primarily with the Secretary of State who is specifically required to 
coordinate all forms of assistance and to determine the level of military 
assistance to any country. 

There is no need to repeat here the detailed findings and reasoning 
which led the special committee to conclude that foreign aid ‘‘pro- 
grams do serve the interests of the United States” and that they can 
be made to do so “at a lower cost, with a much higher degree of 
effectiveness than is now the case.””’ The special committee’s studies 
and conclusions have been published and are available to the Senate, 
especially in Senate Report 300. 

The special committee recognized that many of its recommended 
changes would take time to bring about, but it was firmly of the 
opinion that a start should be made in fiscal 1958. Such a start is 
made in S. 2130. The Committee on Foreign Relations intends to 
pursue the recommendations of the special committee so that, in fact, 
the programs herein authorized can be made to serve American na- 
tional interests ‘‘at a lower cost, with a much higher degree of effective- 
ness.”” ‘The committee is of the opinion that the changes made in the 
program by S. 2130 will in themselves result in long-term savings and 
greater effectiveness, though—largely because of the initial capital 
appropriation to the development Joan fund—these savings will not 
be immediately reflected in lower appropriations. 

Following conclusion of the special committee’s voluminous studies 
and the transmittal of its report to the Senate, the President on May 
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21 sent a special message to Congress (H. Doc. 182) containing his 
recommendations for the mutual security program. The followi 
day the committee began hearings on S. 2130 which embodied the 
administration proposals and which was introduced, by request, by 
Senators Green and Wiley. 

In public session, the committee heard Secretary of State John 
Foster Dulles, International Cooperation Administration Director 
John B. Hollister, Assistant Secretary of Defense Mansfield D. 
Sprague, Secretary of Defense Charles E. Wilson, and Adm. Arthur W. 
Radford, Chairman of the Joint Chiefs of Staff. The committee also 
heard the views of all nonadministration witnesses who asked to 
appear, including representatives of the National Council of Jewish 
Women, the League of Women Voters, the National Council of 
Churches, the American Farm Bureau Federation, the American 
Veterans Committee, Americans for Democratic Action, the American 
Federation of Labor and Congress of Industrial Organizations, the 
Board of Missions of the Methodist Church, the Women’s Inter- 
national League for Peace and Freedom, the Friends Committee on 
National Legislation, the Cooperative League, the National Congress 
of Parents and Teachers, and the Citizens Committee for UNICEF; 

In executive sessions June 3, 4, and 5 the committee heard witnesses 
from the State Department, the International Cooperation Adminis- 
tration, and the Defense Department on the details of the various 
programs. Gen. Lauris Norstad, Supreme Allied Commander, 
Europe, was heard in executive session June 7. 

On June 6, the committee in executive session began section-by- 
section consideration of the proposed bill and amendments, and on 
June 7 voted 12 to 3 to report the bill with an amendment in the 
nature of a substitute. At that time, it was agreed that the senior 
Senator from Oregon (Mr. Morse) would have until Wednesday 
night, June 12, to file minority views. 


4. Miurrary AssisTancr (Sxc. 2) 
A. AUTHORIZATION (SEC. 2 (&) (1)) 


The bill authorizes appropriation to the President of not to exceed 
$1.8 billion for military assistance for fiscal 1958 and of not to exceed 
$1.5 billion for fiscal 1959. In both instances, the appropriations are 
to remain available until expended. 

The executive branch had requested a continuing authorization for 
military assistance with the precise amounts to be determined annually 
in appropriation bills. This would have put military assistance funds 
on the same basis as Defense Department funds and would have 
facilitated the annual handling of military assistance as a separate 
title of the Defense appropriation bill. It would also have emphasized 
the fact that military assistance is inseparably related to other United 
States defense activities. 

The committee recognizes this fact but it is also impressed, how- 
ever, with the fact that military assistance is a very important part 
of foreign policy and that it has a significant bearing on United 
States foreign relations. For this reason, the committee felt it was 
not wise to put military assistance on an indefinite basis and thereby 
remove it from periodic review and check by Congress from the 
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policy point of view. The 2-year authorization means that next 
year military assistance can be handled as a part of Defense De- 
partment appropriations, if that is desired and provided the amounts 
requested do not exceed the sums authorized. It means also that 
in 1959 the Foreign Relations Committee will conduct a thorough 
review of the program. 

The committee also calls attention to the fact that the total appro- 
priation authorized for fiscal year 1959 is $300 million less than that 
authorized for fiscal year 1958. It seems reasonable to expect that 
such a reduction can safely be made with continued improvements in 
management and refinements of objectives. If, for some now un- 
expected reason, requirements should greatly increase in the next year, 
additional authorizing legislation would be required. This assures 
that, even next year, military assistance will be subjected to a policy 
review if the world situation changes substantially for the worse. 

There can be little doubt that a continuation of military assistance 
for 2 years is in the national interest. Through fiscal year 1956, 
United States expenditures for military assistance totaled $17.4 bil- 
lion—about half what is spent in a single year on our own Defense 
Establishment—and resulted in the improvement of about 200 allied 
combat divisions plus substantial allied air and naval forces. In the 
same period, our allies spent $107 billion on defense. United States 
military assistance is therefore seen to be only a fractional part of 
United States or allied military spending. But it is a critical fraction. 

Further, the committee agrees with Secretary Wilson that— 


There is no real basis for assuming that the danger con- 
fronting the United States and the free world has already 
lessened * * * 

The military capabilities of the Soviet forces for land, sea, 
and air warfare have definitely increased during the last 
year. Their ability to deliver the nuclear weapons which 
they are known to possess has improved. The industrial 
development of the entire Communist bloc has made great 
progress. This mighty effort has not, in any significant 
degree, been directed toward raising the standard of living 
of the Russian people; economic development behind the 
Iron Curtain continues to be directed primarily to military 
ends (hearings, p. 209). 


B. SALES OF MILITARY EQUIPMENT (SEC. 2 (a) (8)) 


Section 103 (c) of the act now provides that when military assistance 
appropriations are used to furnish assistance upon terms of repayment 
within 10 years or earlier, such aid may be rendered without regard 
to certain other requirements of the law, to nations from which the 
President has received satisfactory commitments regarding the use of 
the military equipment. Section 2 (a) (3) of S. 2130 amends this 
section to provide that when military assistance appropriations are 
used to furnish assistance upon 3-year terms of repayment, repay- 
ments in dollars will continue to be available to finance further sales. 
Foreign currency repayments will be available for military assistance. 
The bill limits repayments which may be used for this purpose to 
$175 million, which is the amount the administration has estimated 
will be required. 
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The object of this amendment is to facilitate sales of milita 
equipment. Particularly in Western Europe the capacity to buy 
military equipment is increasing. The proposed amendment wil] 
enable the Defense Department to sell equipment on 3-year credits 
and to revolve repayments from such sales. This should expedite 
such transactions and result in long-term savings to the United States, 


C. INFRASTRUCTURE (SEC. 2 (b)) 

























Section 2 (b) of the bill amends section 104 (a) of the act to provide 
an authorization for an additional contribution of $220 million to 
NATO infrastructure. This will meet the United States share of a 
new $630 million 4-year program adopted last August by the North 
Atlantic Council. This is the program under which facilities, such 
as airfields, communications networks, and fuel storage and distribu- 
tion systems, are constructed for NATO forces. The program is a 
cooperative one among all NATO powers and is approved for pay- 
ments on an annual basis. The United States contribution currently 
amounts to between 39 and 40 percent of the total, but will be reduced 
to approximately 34.7 percent under a new cost sharing formula 
recently adopted. 

As it now stands, the Mutual Security Act authorizes total con- 
tributions, out of military assistance funds, of $780 million for this 
purpose. S. 2130 increases this authorization to $1 billion. Through 
fiscal 1957, the total United States contribution will amount to $636.6 
million. The estimated fiscal 1958 requirement is $109.4 million, and 
future requirements, which are provided for in the pending bill, are 
$254 million. 

This is a program which the Congress has approved many times. 
Although it is authorized separately, the funds to meet it are included 
in the general authorization for military assistance and therefore do 
not add to the total in the bill. In the opinion of the committee, it 
is a worthwhile undertaking and one which is essential to the successful 
functioning of the NATO military forces. 


D. TECHNICAL CHANGES (SEC, 2 (a) (2), SEC. 2 (C) (d) AND (e€), SEC. 3, AND 
SEC. 5 (C)) 





Sections 2 (a) (2) and 2 (c) of the bill strike out references to sections 
of the act which are repealed as obsolete. 

Section 2 (d) of the bill amends the references, in section 107 of the 
act, to sections and titles of the United States Code. This is done to 
conform to a new codification enacted last year. 

Section 2 (e) of the bill repeals section 108 of the act which author- 
ized the transfer of certain military equipment to Japan. The author- 
ity under this section expired June 30, 1956, the transfer has been 
completed, and the section is obsolete. 

Section 3 of the bill repeals all of chapter 2 of title I of the act, most 
of which have become obsolete. Two sentences in section 121, which 
it is deemed useful to retain, are reenacted by section 5 (c) as a new 
section 144 of the act. One of these sentences authorizes the President 
to waive specific requirements of section 142 of the act (relating to 
agreements which must be signed by countries receiving military 
assistance) in the case of Cambodia, Laos, and Vietnam and, to the 
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extent of 10 percent of available appropriations, in the case of other 
nations in southeast Asia. The second of the two sentences requires 
the President to report each such waiver to specified committees of 
the Congress. 


5. Drrense Support (Sec. 4 anp Sec. 10 (a)) 


The bill repeals obsolete provisions of the chapter dealing with 
defense support and otherwise amends that chapter in two important 
respects. ; 5 : 

First, it redefines defense support. Second, it authorizes appro- 
priations for defense capper of not to exceed $800 million for fiscal 
1958 and of not to exceed $710 million for fiscal 1959. In both cases 
the appropriations are to remain available until expended. 

Although the redefinition of defense support involves only the 
addition of one word, “specifically’”’, the committee attaches consider- 
able importance to it. Because of ambiguities in the law, defense 
support over the past few years had come to be a sort of hodgepodge, 
catchall category of aid which was limited to those countries also 
receiving military assistance but which, within those countries, could 
include anything, however remotely related to military purposes. It 
is the intent of this amendment to limit defense support to that aid 
which is specifically designed to sustain or increase the military effort 
of the recipient country. Under the new concepts of aid incorporated 
in the Mutual Security Act this year, if it is desired to aid countries 
receiving military assistance to an extent over and above that re- 
quired to sustain their military effort, or to assure the availability of 
bases needed by the United States, then such aid cannot come from 
defense support but must either come from special assistance or must 
be placed on a loan basis from the development loan fund. 

The committee recognizes that such additional aid will be desirable 
in certain of the countries which receive military assistance and de- 
fense support—especially certain countries in the Far East. But this 
additional aid must be clearly justified and labeled for what it is; it 
can no longer masquerade as defense support. 

The 2-year authorization for defense support is in line with the 
committee’s action in regard to military assistance, and is designed 
to put these two types of aid on the same basis. As in the case of 
military assistance, the authorization for defense support in fiscal 1959 
is lower than in fiscal 1958. Again, this reflects the committee’s 
judgment that these programs can and should be reduced and that, 
if the world situation changes so drastically that they cannot be 
reduced, then they should be further reviewed from the policy point 
of view. It is contemplated that defense support will be appropriated, 
along with military assistance, in a separate title of the Department 
of Defense budget, but the committee has added language to the bill 
(sec. 10 (a)) specifically requiring that defense support activities con- 
tinue to be carried out only through the Secretary of State and his 
subordinates. This will insure that defense support will continue to 
be administered under the policy guidance of the Secretary of State. 
It will further reinforce the foreign policy aspects. of the mutual 
security program. 

This arrangement, in the committee’s judgment, will bring about a 
far better consideration of the economic implications of military assist- 
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ance, not only in the executive branch but also in Congress. Ag 
redefined, defense support is so closely related to military assistance 
that it cannot be planned without regard to military assistance. 

The authorization of $800 million for defense support in fiscal 1958 
compares with programs of $1.2 billion in fiscal 1957 and $1.1 billion 
in fiscal 1956. The decrease reflects the new concept. More than 
two-thirds of the total originally requested by the executive branch— 
or $668 million out of $900 million—is for the Far East and the Pacific, 
primarily Korea, Taiwan, and Vietnam. All three of these countries 
are in dire economic straits and are at the same time maintaini 
large armed forces. Korea and Vietnam are artificially divided nad 
are living in a period of uneasy truce, threatened by large Communist 
armies to the north. The Chinese Communists continue to build up 
their military strength on the mainland opposite Taiwan. 

It is obviously in the United States national interest for these 
countries to maintain military forces capable of offering at least some 
resistance to initial Communist attack. It is equally obvious that 
these countries cannot maintain such forces without outside help, 
not only of a military, but also of an economic, character. It is the 
purpose of defense support to provide such help. 

Aid of a similar character will also be extended in fisca] 1958 to 
Spain, Greece, Iran, Turkey, Ethiopia, Libya, Morocco, Pakistan, 
Cambodia, Laos, Thailand, and the Philippines. Section 4 (b) of the 
bill repeals section 132 of the act, which relates to the Korean program 
and which is obsolete except for one subsection granting special au- 
thority to meet the special situation in Korea. This authority is re- 
enacted by section 4 (a) (4) of the bill as a new section 131 (d) of the 
act. 

6. Aip To Yucostavia (Sec. 5 (b)) 


Section 5 (b) of the bill amends section 143 of the Mutual Security 
Act, relating to aid to Yugoslavia. Section 143, which was added to 
the law last vear, provided that no assistance could be furnished to 
Yugoslavia after the expiration of 90 days following the date of 
enactment, unless the President made a finding and reported to 
Congress that: (1) There had been no change in Yugoslav policies 
affecting aid and that Yugoslavia was independent of Soviet control; 
(2) Yugoslavia was not participating in any policy or program for 
Communist world conquest; and (3) that it was in the interest of 
United States national security to continue assistance to Yugoslavia. 

The finding required by this section was made by the President and 
reported to Congress, and therefore the practical effect of the section 
lapsed. The committee, however, is of the opinion that assistance 
to Yugoslavia should be kept under constant and high-level review. 
It substituted, therefore, for the present language of section 143 a 
requirement that in furnishing assistance to Yugoslavia, the President 
shall continuously assure himself: (1) that Yugoslavia continues to 
maintain its independence; (2) that Yugoslavia is not participating in 
any policy or program for the Communist conquest of the world; and 
(3) that the furnishing of such assistance is in the interest of the 
national security of the United States. 

The new section further requires that the Foreign Relations Com- 
mittee of the Senate, the Foreign Affairs Committee of the House and 
the Appropriations Committees of both Senate and House are to be 
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kept fully and constantly informed of assistance furnished to 
Yugoslavia. 


7. DeveLopment Loan Funp (Sec. 6) 


Section 6 of the bill replaces the present provision of title II of the 
Mutual Security Act, relating to development assistance, with 
entirely new provisions setting up a development loan fund. One 
subsection of the existing title II (sec. 201 (c)) is made a new section 
537 (d) of the act. Section 201 (c) now authorizes use of development 
assistance funds for expenses incident to carrying out the Agricultural 
Trade Development and Assistance Act. In its new form, it 
authorizes special assistance funds for this purpose. 

The new title II endorses the principle that the economic progress 
of other free peoples is important to the security and welfare of the 
United States. It reaffirms the policy of assisting these peoples in 
their economic development. 

To carry out this policy, the bill establishes a development loan 
fund as part of the mutual security program. It authorizes an 
appropriation of $500 million for fiseal year 1958 to provide the initial 
capital for the fund. In addition, unless disapproved in the act appro- 
priating these funds, a public debt transaction is authorized whereby 
the Treasury will advance $750 million for the fund’s capitalization 
beginning in fiscal year 1959 and an additional $750 million beginning 
in fiscal year 1960. Any of the above funds not committed in one 
fiscal year remain available for use in subsequent years. As payments 
are made on loans and other transactions of the fund, these revert to 
the fund and may be used again, thus establis..ing the revolving 
character of the operation. 

The fund will operate on the basis of firm commitments to repay 
all loans either in dollars or other currencies. The resources of 
the fund may be used to make loans or other investments for the 
development of less-developed areas. Advances for this purpose may 
be made to private individuals and entities, quasi-public organizations, 
governments, and regional and international organizations. 

The fund will finance economic development on the basis of three 
criteria: (1) lack of availability of other sources of finance in the free 
world; (2) the economic and technical soundness of the activity to be 
financed; and (3) the prospect that a given project will contribute to 
the development of economic resources or to productive capacity. 

Although the fund’s operations may extend to any free nation, they 
will be directed primarily to assisting in the economic development 
of the less-developed areas. The committee wishes to stress its under- 
standing that every consideration will be given to Latin America in 
the use of the fund. It emphasizes that the resources of the fund, 
where appropriate, will be made available for Latin America notwith- 
standing the special provision of $25 million for assistance to that 
region contained in section 8 (a) of this bill. 

The fund will be operated as a special unit within the International 
Cooperation Administration. The individual who is designated to be 
the administrator of the fund must be appointed by the President 
and confirmed by the Senate. The fund will operate in accordance 
with policy guidance from the Secretary of State. 

The committee is of the opinion that the success or failure of the 
fund will be heavily dependent on the effectiveness with which its 
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operations are coordinated with those of private investment channels, 
the Export-Import Bank, the International Bank and various agencies 
of the executive branch involved in significant overseas economic 
activity. Effectiveness is also dependent, as the Secretary of State 
and other witnesses emphasized, on foreign-policy guidance in the 
operation of the fund. 

Provision is therefore made for an Advisory Loan Committee. This 
Adivsory Committee will consist of the Deputy Under Secretary of 
State for Economic Affairs, the chairman of the International Develop- 
ment Advisory Board, the Administrator of the funds and represen- 
tatives designated by the President from the Export-Import Bank, 
the Department of Agriculture, the Department of Commerce, and the 
United States representatives on the International Bank for Recon- 
struction and Development, as well as representatives of such other 
Government agencies as the President considers necessary “to insure 
proper coordination of the fund’s activities with the activities of other 
sources of capital which flows abroad.” 

The Chairman of the Advisory Loan Committee will be the Deputy 
Under Secretary of State for Economic Affairs, and the vice chairman 
will be the administrator of the fund. 

The committee is to advise and consult with the President or the 
fund’s administrator not only with respect to basic policy matters but 
with respect to each new obligation of the fund of more than $10 
million. If the administrator of the fund proceeds with such a trans- 
action against the advice of a majority of the committee, he is 
required to furnish in writing the reasons for his doing so to the 
Advisory Committee and also to the Senate Committee on Foreign 
Relations and the House Committee on Foreign Affairs. 

In addition, the Foreign Relations and Foreign Affairs Committees 
are to be notified at the time of the final consummation of any loan 
which is for more than $10 million and which is for a project requiring 
more than 1 year for completion. 

Finally, the bill specifies that the fund is not to compete with private 
investment capital nor with existing lending facilities. 

The committee is assured by the executive branch that the deyelop- 
ment loan fund is designed to centralize in a single title of the Mutual 
Security Act almost all economic assistance for development purposes. 
Exceptions are technical cooperation and certain projects which may 
be provided under special assistance. The committee cannot empha- 
size too strongly the importance of centralizing development aid in the 
fund and placing it on a reimbursable basis. One of the principal 
shortcomings of the previous legislation, as the report of the Special 
Committee To Study the Foreign Aid Program noted, was the scatter- 
ing of economic development aid in the category of defense support 
and other titles of the act and the provision of such aid on both a 
grant and loan basis without clear criteria for the one or the other. 
This confusion made it extremely difficult to evaluate intelligently 
specific parts of the foreign aid program. ‘The committee is assured 
by the executive branch that this practice will now be ended. 

On the basis of these assurances the committee believes that the 
fund can operate on a businesslike basis. The intention that it should 
operate on a businesslike basis is emphasized not only by the criteria 
for extending loans, but also by the powers given the fund to engage in 
a wide variety of business transactions and by the exemption of the 
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fund from the President’s special waiver and transfer authorities in 
other sections of the act. It is specifically provided that the President 
may not waive the Battle Act in connection with the fund’s operation. 
Provision of sufficient capital over a 3-year period should enable the 
administrators to plan operations in an efficient, economical fashion 
which will be to the benefit of this country as well as nations seeking 
loans and other investment funds for their economic development. 
Over a period of years the committee anticipates the operations of the 
fund will be of such a nature that it can finance its own continuation 
as in the case of the Reconstruction Finance Corporation. 

The committee considered limiting the lending capacity of the fund 
to $500 million for 1 year or $1.2 billion to $1.5 billion for 2 years but 
rejected this course on the grounds that it would not provide sufficient 
resources or time for the Fund to be established on a businesslike basis. 
It is unlikely that the fund will commit the full resources provided to 
it within the 3-year period. This is an important advantage and is 
not a valid ground for reducing these resources. A great deal of the 
effectiveness of the fund will stem from the fact that it has available 
more than enough capital to meet reasonably anticipated needs. This 
surplus will be a firm indication to the less-developed countries that 
the United States is serious in this matter and that, if they propose 
sound projects, the money will be available. In any event, Congress 
may at any time repeal or modify the power of the fund to borrow 
$750 million from the Treasury in fiscal year 1959 and fiscal year 
1960 if such a course should prove desirable. 

The committee also considered the possibility of applying to the 
lending capacity of the fund, in lieu of a corresponding amount of new 
borrowing power, the dollar amounts received in payment of principal 
and interest on loans previously made by the ICA and its predecessor 
agencies which now revert to the Treasury. The executive branch has 
assured the committee that this possibility will be examined and the 
committee believes this examination should be made and reported on 
prior to the beginning of fiscal year 1959. 


8. TECHNICAL CooPERATION (SzEc. 7) 


Bilateral programs.—Section 7 (a) of the bill authorizes. an appro- 
priation of $151.9 million for fiscal year 1958 for the bilateral pro- 
grams of technical cooperation. The committee believes that this 
increase over last year’s appropriation of $135 million is warranted 
by the substantial achievements of the program. This program has 
been one of the most effective and modest forms of foreign aid. It 
has obtained wide approval in the less-developed countries and has 
at the same time served to build an invaluable kind of people-to- 
people good will as well as opportunities for trade and investment 
for this country. That such is the case is attested to by the report 
of the Special Committee To Study the Foreign Aid Program, the 
report of the Special Subcommittee on Technical Assistance and the 
reports of individual members of the Senate. 

The executive branch sought in this year’s legislation a continuing 
authorization for technical cooperation. Until now it has been the 
practice both to authorize and to appropriate funds for technical 
cooperation each year. The committee has seen fit to continue this 
practice in the present legislation. It has done so not because of any 
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serious reservations as to the current pattern of operations of technical 
cooperation or any doubt as to the continuing utility and value of this 
program. Rather, it has done so because it believes the guidance 
and control which annual authorizations permit Congress to exercise 
have had a salutary effect on the development of the program and 
have served to inhibit a tendency on the part of the administration 
to confuse technical assistance with commodity and capital aid pro- 
grams. The committee was influenced, moreover, by the recommen- 
dations of the Special Committee To Study the Foreign Aid Program, 
That committee recommended full and continuing support of the 
program but suggested that there would be a value in continuing 
annual authorizations at least for the next 2 or 3 years. 

Multilateral programs.—Section 7 (b) of the bill authorizes an appro- 
priation of $15.5 million for United States contributions to the United 
Nations expanded program of technical assistance and $1.5 million 
for contributions to the technical cooperation program of the Organ- 
ization of American States. In both instances the amounts are 
identical with those allowed in fiscal year 1957. 

The committee has set a “ee pee of 45 percent on the United 
States contribution to the U. program, a reduction of about 4 
percentage points from the masa ratio of United States contribu- 
tions to the program. Without this change, which was requested 
by the executive branch, the United States percentage share would 
have been limited in 1958 to 33% percent of the total U. N. technical 
assistance budget, in accordance with the terms of last year’s Mutual 
Security Appropriation Act. The committee is in sympathy with 
the desire to reduce our contribution to the U. N. program to that 
percentage level. However, it is persuaded that to make the change 
in one year would be so drastic as to disrupt seriously the operation 
of the U. N. program and jeopardize the leading role the United 
States has assumed in these activities in less-developed nations of 
the world. It has therefore provided a progressive reduction whereby 
the percentage of the United States contribution will be further 
reduced to 38 percent in 1959 and to 33% percent in 1960. 

The following tables show the proposed distribution of United 
States technical cooperation funds in fiscal year 1958 by country and 
by activity: 

Illustrative country programs 


[In thousands of dollars] 


Europe-.----- ‘ 7 3, 500 
Spain ; Nip ok aoe a : 
Yugoslavia _ ; Lesh f 
Meet Batt iceies ilies ; __. 23, 960 
Greece _ 
Iran _- 
Traq - - - 
Israel __ 
Jordan _ 
Lebanon__-_- 
Turkey : eee 
Regional and undistributed - 
South Asia 
Afghanistan 
Ceylon 
India_. -- 
Nepal - - - 
Pakistan 





MUTUAL SECURITY ACT OF 1957 


Illustrative country programs—Continued 
[In thousands of dollars] 
Africa + : 
Ethiopia--- 
Ghana 
Liberia 
Libya 
Morocco : 
Tunisia__-_- Sak 
Overseas te rritories 
Somalia (350). 
British (750). 
Far East and Pacifie_- 
Cambodia - - 
Indonesia_ 
Japan 
Korea 
Laos Bei 
Philippines - - - - - 
China (Taiwan) ’ 
PANO eR org 
Vietnam___-_ 
Regional and undistributed - Se SUS. bt 
Latin America a4 36, 500 
Bolivia. -- See ‘ 
Brazil__--- 
Chile_-_ 
Colombia_- 
Costa Rica___- 
Cuha..... 
Dominican Republic 
Ecuador. 
El Salvador__ 
Guatemala. -. 
Pee ot. 
Honduras... 
Mexico- 
Nicaragua_ 
Panama 
Paraguay-. 
Peru . 
Uruguay-.-._- 
Venezuela , : 
Overseas te rritories 
Regional and undistributed______- 
Organization of American States (O. AS) 
Other “Programs... 
N. Expanded Program of Technical Assistance 
locumanin al expenses___.__- 


Grand total_- 


Technical cooperation by field of activity 
{In thousands of dollars) 


Agriculture and natural resources. __--. —- - Se seed ne a 33, 101 
Industry and mining. -- jth bale blpledheke’ i awe ans 20, 309 
Transportation ____. i Pot : She aeeee 9, 584 
Labor _- ii ; 3, 328 
Health and sanitation_- ; 14, 111 
Education _ - 25, 354 
Public administration _ _- 11, 239 
Community de velopment, social welfare and housing Es 4, 

General and miscellaneous. _-____- PUTO i Le a rt _.. . 147, 182 


Total ws th cing Aceentrmmannit Rare 4 ’ jane 168, 900 


‘Includes Technical Cooperation Program of the Organization of American States, UN Teehnieal Assist- 
ance, and interregional expenses, 


ee ee 
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9. OrHER PRoGRAMsS (Sec. 8) 


A. SPECIAL ASSISTANCE AND THE PRESIDENT’S SPECIAL AUTHORITY 
(SEC. 8 (a) AND (b)) 


In his message to Congress, the President recommended that— 


needs for special economic assistance should be met by funds 
authorized and appropriated specifically for this pur- 
pose * * * 


The President’s recommendation is contained in a new section 400 
in the Mutual Security Act which authorizes the appropriation of 
$250 million for fiscal year 1958 (as compared with $300 million re- 
quested by the President) to be used, on such terms and conditions 
as the President may specify, for assistance to maintain or promote 
political or economic stability or for assistance in accordance with 
the provisions of the act applicable to title I (military assistance and 
defense support), section 304 (technical cooperation), section 405 
(migrants, refugees and escapees), and section 407 (Palestine refugees), 
Of the sum provided, $100 million may be used in accordance with the 
provisions of section 401 (a), which grants the President special 
authority to waive the provisions of law and which is further discussed 
below. 

The new section 400 comprises funds previously contained in section 
401 (b), which is being repealed, that portion of defense support re- 
sembling development assistance which is unsuitable, however, for 
loans by the Development Loan Fund, and limited funds for grant 
economic aid in special cases. 

A little over $100 million has already been programed, for such 
items, among other projects, as malaria eradication ($19.4 million), 
Hungarian re fuge es ($10 million) and Western European Technical Ex- 
change ($3.4 million). The remaining amount is proposed to meet 
the following contingencies: (1) requirements which are now contin- 
gent and which can be reasonably anticipated; (2) requirements which 
may arise but which are now unforeseen; and (3) possible increases in 
the cost of meeting requirements which are now firm. 

Examples from the past are the programs instituted during fiscal 
year 1957 for Morocco and Tunisia, both of which became independent 
during 1956; the requirements generated by such events as the Hun- 
garian rebellion in 1956, the Suez crisis; and catastrophes of nature. 

Special assistance, in brief, is designed to enable the President to 
institute new programs or revise existing ones during the course of the 
fiscal year to the extent of the unprogramed $150 million without 
disturbing established programs: 

The committee and the Congress have previously recognized the 
need for program flexibility and ‘for the es apability for meeting unfore- 
seen requirements. Section 401 authorized $100 million for each of 
the fiscal years 1956 and 1957 and provided authority to use up to $150 
million of other mutual security funds for such purposes and without 

regard to other requirements of the law. 

This waiver authority is continued and broadened somewhat in 
S. 2130. The present law authorizes the President, when he deter- 
mines that it is important to the security of the United States, to 
waive the requirements of the Mutual Security Act or any other act 
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for which funds are authorized by the Mutual Security Act. Section 
8 (b) of S. 2130 authorizes the President to use these funds not only 
without regard to the requirements of the Mutual Security Act or 
any other act for which funds are authorized thereunder, but also 
without regard to acts appropriating funds pursuant to the authoriza- 
tion contained in the mutual security acts. In other words, section 
401 (a) funds will be exempted from limitations contained in appro- 
priation acts as well as those in authorization acts. This is not 
intended to waive, in advance, the requirements of subsequent appro- 
priation acts which explicitly apply to section 401 funds. It is only 
intended to enable the waiver of general requirements of appropriation 
acts—that is, those which do not specifically refer to section 401 funds. 

For the sake of convenience, the bill strikes out section 401 (b) which 
authorized the appropriation of $100 million for the purposes of section 
401 (a). This is now replaced by the new section 400, discussed 
above. Section 401 (c) will accordingly be renumbered as section 
401 (b). 

The committee desires to emphasize that the use of $150 million 
authorized by section 401 (a) is not an authorization of funds to be 
appropriated in addition to other funds in the act but merely an ~ 
authorization to use other funds appropriated under the act. Further, 
the $100 million authorized by section 400 for use under section 401 
is a part of the total of $250 million in special assistance and is not 
in addition to it. 

The new section 400 also contains an authorization for an appro- 
priation of not more than $25 million, to remain available until ex- 
pended and to be used for the promotion of economic development 
in Latin America with preference given to health, education, sanita- 
tion, and land resettlement programs. Of the total amount, 90 per- 
cent must be in the form of loans. 

This is an extension of a provision put in the act last year authorizing 
$15 million for the same purposes, with 75 percent on a loan basis. 
Virtually all of this money was used for projects which should prove 
to be worthwhile. The committee considered it useful, therefore, to 
renew and expand the authority, while increasing the percentage of the 
loan requirement. 

Except for the 90-percent loan requirement, the amendment is in 
substantially the same form as offered in the Senate by the junior 
Senator from Florida (Mr. Smathers) and referred to the committee 
May 29. 

The committee emphasizes that the $25 million provided in this 
amendment is not the total aid authorized for Latin America. There 
is an additional $94.5 million programed in the administration re- 
quest for military assistance, technical cooperation, and other pro- 
grams. Further, Latin America will have equal access with other 
areas of the world to the development loan fund. Loans made from 
the $25 million authorized in section 400 are not to be charged to the 
loan fund but are to be in addition to loans made from that source. 


B. SURPLUS AGRICULTURE COMMODITIES (SEC. 8 (C)) 
Section 402 of the Mutual Security Act of 1954, as amended, re- 


quired the use in fiscal year 1956 of not to exceed $300 million and in 
fiscal year 1957 of not to exceed $250 million of funds made available 
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under the act to finance the export and sale for foreign currencies of 
surplus agricultural products. Section 8 (c) of S. 2130 requires the 
use of not to exceed $200 million for that purpose in fiscal 1958. 

In the event surplus agricultural commodity exports are financed 
through the Development Loan Fund they may not be counted to- 
ward this total of $200 million. 

The section 402 program is additional and supplementary to the 
program under the Agricultural Trade Development and Assistance 
Act of 1954 (Public Law 480) and is financed not by funds specifically 
appropriated for that purpose but by funds appropriated under other 
sections of the Mutual Security Act. 

The total requirement is reduced this year because financing under 
the development loan fund is excepted and because there is con- 
siderably less money available with which to meet the requirement, 

The surplus agricultural commodities program is of concern to the 
committee not merely because of the need to dispose of these products 
but also, and increasingly, because of the use to be made of the pro- 
ceeds from this disposal. 

The accumulated and anticipated receipts from Public Law 480 and 
section 402 sales are substantial. As of March 31, 1957, receipts and 
anticipated receipts under past programs totaled $2.6 billion—almost 
the sum appropriated for mutual security for fiscal year 1956. More- 
over, the estimated collections on principal and interest are: For the 
decade 1961-70, $820 million; for 1970-80, $964 million; and for 
1981-90, $1,082 million. ‘These statistics are cited by the committee 
to underline its concern over the vast accumulation and investment of 
local currencies by the United States Government. This is a problem 
which requires more attention than it has so far received. Both 
section 402 and Public Law 480 specify purposes for which foreign 
currencies may be used. These purposes, which in the case of section 
402 are the purposes of the Mutual Security Act, are sound and useful. 
But the committee believes that they could be even more useful if 
pursued with more vigor and imagination. A further problem which 
should be anticipated consists of the political implications of the 
accumulation by the United States of vast quantities of the currency 
of another country. 


C. JOINT CONTROL AREAS (SEC. 8 (d)) 


Joint control areas are West Berlin and Austria. The latter is 
now sovereign but is defined as a joint control area for purposes 
of the Mutual Security Act. 

The bill provides $11.5 million for fiscal year 1958 for these areas, 
eompared to $12.2 million for fiscal 1957 and $21 million for fiscal 
1956. The amount is primarily for West Berlin, for which the 
United States, Great Britain, and France bear special responsibilities 
arising out of the war and the Paris-Bonn agreements. 

An island behind the Iron Curtain, West Berlin has made a remark- 
able recovery but its isolated position still makes necessary some 
outside assistance in addition to the substantial aid given by the 
Federal Republic of Germany. Almost half of the West Berlin 
program will be in the form of surplus agricultural sales, the proceeds 
from which will be used on various projects in the western sectors of 
the city. 
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The Austrian program will be a continuation of activities and 
projects concentrated mainly in the former Soviet zone to assist 
that zone in overcoming the effects of Soviet occupation. 

The committee recommends the continuation of these programs 
and the authorization of $11.5 million for that purpose. 


D. MIGRANTS, REFUGEES AND ESCAPEES (SEC. 8 (@)) 


Section 8 (e) authorizes appropriation for fiseal 1958 of $2,233,000 
for the United States contribution to the United Nations Refugee 
Fund and $5.5 million for the United States escapee program. This 
subsection also makes technical amendments repealing obsolete lan- 
guage in section 405 (a) of the act. These amendments do not affect 
the continuing authorization which section 405 (a) provides for con- 
tributions to the Intergovernmental Committee for European Mi- 
gration. 

The $2,233,000 authorized for the United Nations Refugee Fund is 
for United States contributions for an 18-month period (last half of 
calendar year 1957 and all of calendar year 1958). 

The United Nations refugee program is engaged in the humanitarian 
task of handling the residual World War II refugees in Europe, the 
Near East and the Far Kast. Many of these refugees are unable to 
gain admittance to countries other than the country of asylum because 
of age, chronic disease, or other factors. The program is principally 
one of settling refugees in the country of asylum, of placing so-called 
difficult cases in institutions for lifetime care and maintenance, and 
of giving emergency assistance. The United States regular annual 
contribution has been limited to 33% percent of the total contribu- 
tions, and the executive branch intends to continue this limitation. 

The escapee program is a bilateral United States program designed 
to supplement the assistance given by voluntary valadd careless and 
the country of asylum to those persons who have escaped from [ron 
Curtain countries since World War II. The escapees tend to be 
a burden to particular countries adjacent to or near the Iron Curtain— 
a burden which the United States does not have by virtue of its loca- 
tion. Essentially therefore, the escapee program equalizes the expense 
of caring for these people until they can become permanently settled. 
The fiscal year 1958 authorization of $5.5 million is somewhat less 
than last year’s authorization of $6 million. 

In addition to their regular activities, the programs of the Inter- 
gevernmental Committee for European Migration, of the United 
Nations Refugee Fund and the United States program for escapees 
will be utilized during the coming year to help solve the problem 
of the remaining Hungarian refugees. The bill does not contain a 
specific authorization for these refugees but it is the intention of the 
administration to utilize $10 million of the funds provided for special 
assistance to supplement the resources of the regular agencies dealing 
with refugees and escapees. Of this $10 million, $6.9 million will be 
administered through the United States escapee program, $1.5 million 
through the Intergovernmental Committee for European Migration, 
and $1 million through the United Nations High Commissioner for 
Refugees. The remaining $600,000 will be used for a Hungarian youth 
training program in Austria. During fiscal year 1957, the President 
allocated almost $40 million for the Hungarian refugee program. 
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The committee has again received continued assurances that there 
is a determined effort to avoid overlapping and duplication of services 
between these three programs through close coordination. The 
committee recommends that the Senate agree to the amounts requested 
by the President. 


E. UNITED NATIONS CHILDREN’S FUND (SEC. 8 (f)) 


Section 8 (f) authorizes an appropriation of $11 million for contri- 
butions to the United Nations Children’s Fund. The amount author- 
ized last year was $10 million. The section also deletes obsolete 
language in section 406 of the Mutual Security Act of 1954, as amended. 

Once again, the executive branch is proposing to reduce the per- 
centage of United States contributions to the central account. This 
will be the sixth year of progressive reductions which have taken the 
United States percentage from 68 percent in 1953 to 61 percent in 
1954, 60 percent in 1955, 56.5 percent in 1956 and 55 percent in 1957. 
For calendar year 1958 the administration has proposed a ratio of 
52.5 percent. The committee commends this effort. 

In view of the reduction in the United States percentage, it is 
particularly important that the full authorization of $11 million, which 
is a slight increase over last year, be approved in order to make clear 
to other nations the continuing United States interest in the work of 
the organization. 

The committee continues to be favorably impressed with the work 
of United Nations Children’s Fund and is glad to recommend the full 
authorization requested. 


F. PALESTINE REFUGEES (SEC. 8 (g)) 


Section 8 (g) of the bill makes technical amendments deleting 
obsolete language in section 407 of the act, relating to Palestine 
refugees, and adds an important new policy directive. 

The new language says: 


In determining whether or not to continue furnishing 
assistance for Palestine refugees in the Near East, the Presi- 
dent shall take into account whether Israel and the Arab 
host Governments are taking steps toward the resettlement 
and repatriation of such refugees. 


This new statement reflects the committee’s view that the United 
States is not going to continue indefinitely to contribute to relief with 
no concrete evidence on the part of states directly concerned that they 
are willing to take steps for the resolution of the problem. The com- 
mittee intends to reexamine this situation very carefully next year to 
ascertain whether continuation of this assistance is justified. 

In the presently existing circumstances, there is no need for the 
authorization or appropriation of new funds for assistance to the 
Arab refugees from Palestine. There remains, from prior appro- 
priations, an unexpended balance of approximately $24 million, which 
will suffice for the programs which now appear possible. These 
programs, it should be emphasized, are primarily for relief and are 
administered by the United Nations Relief and Works Agency for 
Palestine Relief in the Near East. 
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These refugees, who now number 925,000, exist in camps in Egypt, 
Jordan, Syria, and Lebanon. Ever since 1949 various efforts have 
been made to provide for their permanent settlement, either in one of 
the Arab States or through repatriation to Israel. All of these efforts 
have been unsuccessful. The committee is not now interested in 
trying to fix responsibility for this tragic state of affairs. The com- 
mittee is interested in a solution to the problem. Besides the political 
problems involved, such a solution is almost certain to require eco- 
nomic development projects of considerable magnitude. Although, 
as indicated above, the committee feels that the United States would 
not be justified in continuing relief assistance indefinitely, the com- 
mittee would be willing, if a settlement were reached, to give the most 
sympathetic consideration to proposals for United States assistance in 
the form of capital investment to implement the settlement. 

Meanwhile, for fiscal 1958 the United States intends to contribute 
$17.8 million, which constitutes a slight increase due to planned pur- 
chases in the United States of flour which is priced above the world 
market. For the rehabilitation program, which is inhibited by the 
lack of agreement among the nations in that part of the world, $4 
million is programed. ‘This will leave $2 million to meet further 
requirements for either relief or rehabilitation work from funds pre- 
viously authorized and appropriated. The United States contribu- 
tions continue to be limited to not to exceed 70 percent of total 
contributions to this program. 


G. OCEAN FREIGHT (SEC. 8 (i)) 


Section 8 (i) authorizes an appropriation of $2.2 million for fiscal 
year 1958 for the payment of ocean freight charges on relief shipments 
by voluntary agencies. This amount is expected to move goods valued 
at almost $29 million. 

The authority of the President to use mutual security funds to pay 
ocean freight on surplus agricultural commodities, in amounts to be 
determined by him, is left unchanged by the technical changes in 
this section. 

The committee continues to view this program as extremely worth- 
while for the United States to undertake in encouragement of the 
considerable efforts of private voluntary agencies. 


H. ADMINISTRATIVE EXPENSES (SEC. 8 (j) AND (k)) 


Section 8 (j) provides an authorization of $1 million for the purpose 
of administering the Mutual Defense Assistance Control Act of 1951 
(Battle Act) and deletes obsolete language. For 1957 $1.175 million 
was appropriated for this purpose. For 1958 the administration had 
requested $1.3 million. 

Section 8 (k) authorizes $33 million for administrative expenses 
under the act other than for military assistance (which is paid for by 
military assistance funds). This represents a reduction from $35 
million requested. 

In both cases, the reductions reflect a feeling on the part of the 
committee that greater efficiency and the elimination of nonessential 
functions and personnel would not only save administrative costs but 
would also improve the effectiveness of the programs. 
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One other change made by section 8 (k) is to provide for the pay- 
ment from ICA administrative expenses of the costs incident to carry- 
ing out functions under the Agricultural Trade Development and 
Assistance Act of 1954 performed by any agency or officer administer- 
ing nonmilitary assistance. The act had previously provided that of 
title II funds, not exceeding $1.5 million could be used for adminis- 
trative expenses of the Agricultural Trade Development and Assist- 
ance Act of 1954. Payment for such expenses will now be made from 
the general fund for administrative expenses. 


I. ATOMS FOR PEACE (SEC. 8 (m)) 


The atoms for peace program was begun 2 years ago with money 
drawn from the President’s special fund and continued by a specific 
appropriation of $5.5 million last year pursuant to an authorization 
of $5.950 million contained in section 12 (a) of the Mutual Security 
Act of 1956. 

Section 8 (m) of S. 2130 adds a new section 419 to the Mutual 
Security Act of 1954, as amended, by which the atoms-for-peace pro- 
gram will now become an integral part of the mutual security program, 
For fiscal 1958 an appropriation of $7 million is authorized. 

The new section is substantially the same as last year’s provision, 
The principal change is that, whereas last vear’s act limited the 
program to providing funds for research reactor projects, the program 
is now designed generally “to promote the peaceful uses of atomic 
energy abroad” without specifying the type of project. Besides 
research reactors, the executive branch has programed 1958 funds 
for inventories of foreign program needs, nuclear power potential 
surveys, research and training equipment, and nuclear training 
support. 

The committee believes that this activity has great potentials and 
deserves continued support. 


J. MALARIA ERADICATION (SEC. 8 (m)) 


Section 8 (m) also inserts a new section 420 at the end of chapter 4 
of the Mutual Security Act of 1954, as amended, to authorize the 
President to furnish to nations and organizations financial and other 
assistance for a worldwide program of malaria eradication. 

The President called attention to this special program in his message 
to Congress: 


Malaria is today the world’s foremost health problem. 
Each year it attacks 200 million people, bringing death to 
2 million and causing enormous suffering and economic loss 
in many areas. Today it is practicable to end this scourge 
in large areas of the world. I propose that the United 
States join with other nations and organizations which are 
already spending over $50 million a year on antimalaria 
activities. In 5 years these activities are expected to 
eradicate this disease. 


The new section 420 authorizes the use of not to exceed $23.3 
million of funds made available pursuant to authorization contained 
in the act, other than authorizations for military assistance and the 
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development loan fund. This sum of $23.3 million must therefore 
be taken from other funds—largely from technical cooperation and 
special assistance. It is not an additional authorization. 

For a number of years the United States and several international 
organizations have been conducting programs aimed at the control of 
malaria. It is estimated that the 60 free world nations where the 
disease is a problem spent $44 million in antimalaria activities in fiscal 
1956. The United States itself allocated in fiscal 1957 a total of 
$10.2 million for this purpose, of which $8.7 million was used for 
bilateral country programs and $1.5 million contributed to the special 
malaria fund of the Pan American Sanitary Organization. 

The primary difference between past programs and the proposed 
new one is in emphasis. Previously the principal objective was 
malaria control. Now it is malaria eradication. Through the use of 
DDT and new insecticides, by spraying once or twice a year for 4 
consecutive years, it is now believed to be possible to eradicate the 
disease entirely. 

A 5-year program is envisaged, calling for the expenditure of $515.2 
million, of which $364.8 million will be supplied by beneficiary 
countries (in part from Public Law 480 local currencies), $108.4 million 
from the United States, and $42 million from international organiza- 
tions. An average annual contribution of a little more than $20 
million will be required from the United States for the next 5 years. 

The committee approves this program. Its success will greatly 
increase the productivity of the underdeveloped countries, which are 
particularly hit by malaria. The administration estimates that— 


Malaria control among laborers who produce the goods 
purchased by the United States requires on the average at 
least 5 percent of the annual production budgets. This 
constitutes a hidden malaria tax of more than one-third 
billion dollars paid annually by the United States on its 
imports. The total value of the business lost to American 
exporters because of the poverty directly due to malaria is 
certainly huge. 


K. TECHNICAL CHANGES (SEC. 8 (h), (1), AND (m)) 


Section 8 (h) repeals an obsolete prior year’s authorization for the 
expenses of participation in the North Atlantic Treaty Organization. 
A previously enacted continuing authorization for this purpose was 
not affected. 

Section 8 (1) repeals section 412 of the Mutual Security Act, which 
authorized certain assistance to Chinese and Korean students. The 
program has been concluded and the funds exhausted. 

Section 8 (m) repeals present provisions of the Mutual Security 
Act (sec. 419 and 421) which amended laws relating to United States 
participation in the World Health Organization and the Food and 
Agriculture Organization. Section 8 (m) also, however, provides that 
the repeal of these sections in the Mutual Security Act shall not affect 
the amendments made by these sections to other laws. This is simply 
a device to limit the Mutual Security Act to mutual security programs, 
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10. ADMINISTRATION (Sec. 10 (b), (c), AND (d)) 


Sections 10 (b), (c), and (d) of the bill contain changes in chapter 
2 of title V of the act, relating to organization and administration, 
designed to carry out two of the recommendations of the Senate 
Special Committee to Study the Foreign Aid Program; namely, that 
coordinating arrangements for interrelating foreign aid policies with 
other activities abroad should be improved, and that the Department 
of State should have clear and unquestioned responsibility for coordi- 
nating military and other aid programs with foreign policy. The 
existing coordination arrangements within the executive branch have 
not been reexamined thoroughly since the now-defunct Foreign 
Operations Administration was created in 1953. 

The committee believes that the Secretary of State should assume 
greater responsibility in carrying out the coordination functions dis- 
cussed above. To this end the committee bill would clearly place 
such responsibilities in him, under the direction of the President. 
The bill would also repeal the first sentence of section 525, relating 
to the assignment, within the discretion of the President, of certain 
of the coordination powers, once vested in the former Director of the 
Foreign Operations Administration and now delegated to the Director 
of the International Cooperation Administration. The committee 
expects these changes to be the occasion for a full appraisal of coordi- 
nation needs and a realinement of responsibilities in line with the 
concepts expressed in the report of the Special Committee to Study 
the Foreign Aid Program. 


11. PERSONNEL Provistons (Src. 10 (e) ANd (h) (4), (5), AND (6)) 


The change made by section 10 (a) relates to the employment by 
the International Cooperation Administration (ICA) of personnel 
from other Government agencies. Under present law, such persons 
whether transferred to ICA with or without the consent of their 
parent agency, have rights of reinstatement in their original positions. 
Section 10 (e) would preserve these rights for 2 years but would 
authorize the President to make exceptions thereafter. The com- 
mittee in approving this change urges sparing use of the authority. 
One of the principal purposes of ‘authorizing the ICA to borrow 
persons from other agencies was to avoid the growth of a large per- 
manent ICA staff. This purpose will be negated if other agencies 
will not reemploy persons on loan to ICA. 

Section 10 (h) (4) broadens the present authority for the payment 
of the costs of storing the household and personal effects of ICA 
employees. Under the new language such costs can include the costs 
of temporary storage if any employee is away from his post for a short 
time under orders and the costs of storage incurred by an employee in 
connection with official travel and through circumstances beyond his 
control, such as a dock strike. 

Section 10 (h) (5) provides authority to use a cumulative total of 
$18 million of Korean assistance funds for the construction or ac quisi- 
tion of essential living quarters, office space and supporting facilities in 
Korea for mutual security personnel. The act last year authorized 
use of $12 million for this purpose. 

Section 10 (h) (6) adds a new subsection 537 (e) to the act which 
would authorize the training of ICA employees at Government expense 
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at any State or local unit of government, public or private nonprofit 
institution, trade, labor, agricultural, or scientific association or organ- 
ization, ‘This authority i is similar to that provided the Department 
of Agriculture by Public Law 918, 84th Congress. It should result 
in @ considerable strengthening of ICA personnel training programs 
with a resulting increase in the quality of ICA operations especially 
in technical assistance fields. 


12. CONTRIBUTION TO THE Foop AND AGRICULTURAL ORGANIZATION 
(Suc, 11 (b) (2)) 


The Mutual Security Act of 1956 contained a provision increasing 
the ceiling on author ized United States contributions to the Food and 
Agric vulture Organization from $2 million to $3 million a year subject 
to a proviso that the percentage contribution of the United States 
could not exceed 31.5 percent of the total annual budget of the Organ- 
ization. The executive branch proposed this year striking out this 
proviso. The committee instead recommends a ceiling of 33.33 per- 
cent on United States contribution, thereby bringing it into line with 
the ceiling on United States contributions to the United Nations. The 
scale of contributions recommended by the FAO Conference in 
November 1955 contemplates that the United States contribution will 
be 33.33 percent beginning in 1958. 

In view of the worthwhile activities of FAO, the committee believes 
that this figure is justified, at least for 1958. 


13. INTERNATIONAL EpUCATIONAL ExcHANGE ACTIVITIES 


(Suc. 11 (b) (2)) 


The Congress last year added through the Mutual Security Act of 
1956 an addition to section 104 (h) to the Agricultural Trade Develop- 
ment and Assistance Act of 1954, as amended (Public Law 480), 
which called for special efforts to use Public Law 480 sales proceeds 
for international educational exchange activities. The results, since 
this change in the law, have been “disappointing. Less than two- 
tenths of 1 percent of all foreign currencies accruing as a result of 
Public Law 480 sales have been used for the purpose “of that section. 

The committee has therefore added in section 11 (b) of the proposed 
Mutual Security Act of 1957 a provision which would add further 
language to section 104 (h) of Public Law 480 giving the Secretary 
of State authority to set aside such amounts from Public Law 480 
sales proceeds and loan repayments, not in excess of $1 million a year 
in any one country for a period of not more than 5 years in advance, 
as he may determine to be needed for naruationas educational 
exchange activities. The figure of $1 million a year is within the limit 
set by the basic legislation on educational exchange activities. The 
5-year period is necessary for adequate planning of this long-range 
program. 

Within these limits, the Secretary of State is designated as the 
officer to determine the required amounts of foreign currencies, in 
spite of other claimants for the funds, because he is the Cabinet officer 
in the best position to know the foreign relations requirements for a 
program of this nature. The committee expects this change to result 
im & proper priority being given to the use of Public Law 480 sales 
proceeds for educational exchange. 
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14. TecHNICAL AND OrnerR CHANGES 


Section 5 (a) strikes out a reference in section 142 (b) of the act 
to chapter 2 of title 1, which has been repealed. It also strikes out 
the requirement that recipient countries deposit counterpart local 
currency when goods are furnished on a grant basis under title II, 
As title IT is now rewritten, it will not be used to furnish goods on 
a grant basis, and the requirement for counterpart deposits is inap- 
plicable. 

Section 9 (a) repeals an obsolete provision, terminating the Foreign 
Operations Administration, in section 503 of the act. 

Section 9 (b) strikes out a reference to matter which has been 
repealed. 

Section 9 (c) makes a clarifying amendment in section 505 of the 
act, relating to loan assistance and sales, so that military equipment 
and materials will be clearly covered by the provisions relating to 
use of foreign currency proceeds from such sales. 

Section 9 (d) strikes out the detailed language of section 509 of the 
act applying the 50-50 shipping requirement to goods shipped under 

various sections of the act, some of which are now repealed. The 
committee emphasizes that the remaining language of section 509 
continues to apply the 50-50 shipping requirement to mutual security 
goods. 

Section 9 (e) amends section 511 (c) of the act dealing with require- 
ments for the retention and return of military equipment furnished 
on a grant basis. The amendment simply takes into account pro- 
visions for an expanded military sales program and makes no sub- 
stantive change. 

Section 9 (f) amends section 513 of the act which requires notice to 
legislative committees of administrative actions which will result in 
aid programs substantially different from those presented to the 
authorizing committees. The amendment would require notice also 
of actions resulting in programs substantially different from those 
presented to appropriations committees. 

Section 10 (f) amends section 534 of the act, which requires semi- 
annual reports to Congress, so that these reports must include detailed 
information on the implementation of the development loan fund and 
the special assistance fund. 

Section 10 (g) amends section 535 of the act which authorizes 
reimbursable nonmilitary assistance to nations and international 
organizations. Such assistance is now authorized “whenever the 
President determines it to be in furtherance of the purposes and within 
the limitations” of the act. Under the amendment, the President 
must also determine it to be ‘‘consistent with” the purposes of the act. 
Finally, it is specified that the authority applies to “free’’ nations. 
The purpose of this amendment is to authorize sales of nonmilitary 
equipment to free nations who do not qualify for grant assistance. 

Section 10 (h) (1) strikes out a reference to a repealed section. 

Section 10 (h) (2) authorizes use of nonmilitary assistance funds for 
payment of rent in the District of Columbia in fiscal 1958. 

Section 10 (h) (3) broadens authority to use nonmilitary assistance 
funds for rent, repair, and alteration of living quarters outside the 
United States. The new authority applies to rent of offices, build- 
ings, and grounds, as well as living quarters; to maintenance, furnish- 
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ing, repair, improvement, and alteration of properties owned or 
rented by the Government abroad; and to the costs of fuel, water, and 
utilities for such properties. 

Section 11 (a) continues the availability of funds appropriated pur- 
suant to sections of the act which have been repealed. 

Section 11 (b) (1) repeals amendments made by section 544 of the 
act to various other laws. It specifies that these repeals shall not 
affect amendments made by the repealed sections to acts other than 
the Mutual Security Act. The effect is to leave the amendments in 
force, but to limit the Mutual Security Act to mutual security 
programs. 

Section 11 (c) corrects an obsolete reference to the Atomic Energy 
Act of 1946, which has since been replaced by the Atomic Energy Act 
of 1954. 

Section 11 (d) repeals an obsolete section relating to a reduction in 
authorizations for fiscal 1955. 

Section 11 (e) amends section 549 of the act, which makes available 
for 15 months funds appropriated for defense support, technical 
cooperation, or assistance to joint control areas. Inasmuch as defense 
support funds are now put on a no-year basis, the 15-month avail- 
ability is no longer necessary. It is continued, however, for technical 
cooperation and joint control area funds. 


15. AssIsTANCE TO AMERICAN UNIVERSITIES ABROAD 


There are a number of privately operated, American-sponsored 
schools, libraries, and community centers abroad, such as the American 
University of Beirut and Roberts College in Turkey, which play an 
important part in disseminating American ideas and culture and in 
training technicians and others badly needed in foreign countries. 
The committee believes that it is important that these institutions 
should flourish, but unfortunately many of them are in financial 
difficulties. 

There is authority in Public Law 480, 83d Congress, in the Smith- 
Mundt Act and in the Mutual Security Act to assist these institutions 
through contracts for training and through loans and grants. The 
committee expects the Bureau of the Budget in carrying out its 
responsibilities for the allocation of Public Law 480 foreign currencies, 
and the Department of State in carrying out its responsibilities under 
the other two acts, to exert imaginative and complementary efforts 
to extend effective assistance to these centers of learning. 


CoNcLUDING COMMENTS 


The committee believes that, as a result of the concentrated atten- 
tion devoted to the problems of mutual security by the Congress and 
the executive branch in late 1956 and early 1957, the mutual security 
bill this year embodies a program which is more clearly conceived and 
which can be expected to be more efficiently administered than any 
similar program since the inception of the Marshall plan in 1948. 

This is a strong statement, because, notwithstanding its many short- 
comings, the mutual security program in the intervening years has 
produced results solidly in the American national interest. American 
foreign aid has played an indispensable part in keeping the free world 
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free. Those who would abolish or emasculate the program because of 
its past mistakes frequently overlook this simple and eloquent fact. 

S. 2130 corrects some of the legislative shortcomings of the program, 
It opens the way for correction of some of the administrative short- 
comings. 

The committee does not pretend that this is a perfect bill, or that 
it, will result in a perfect program. But this jis a better bill, and it 
should result in a better program. 

The extent to which it does result in a better program depends in 
large part upon the manner in which it is administered. The com- 
mittee is not persuaded that the various types of aid provided under 
the heading ‘‘Mutual Security” have yet been sufficiently clarified, 
Although considerable progress has been made, it appears that defense 
support still contains items which are largely unrelated to defense. 
This is one reason the committee reduced the authorization for 
defense support. 

There are grounds for concern, also, over the emphasis of the pro- 
gram in the Far East, where 94 percent of the funds are programed 
for military assistance or defense support. 

Finally, the committee urges caution upon the executive branch in 
the use of the wide discretionar y authority granted under section 401 
(a). This authority is to be used only when the President finds it to 
be important to the security of the United States. This is not a 
phrase to be taken lightly, and it is certainly not to be stretched to 
cover what are essentially administrative expenses. 

Considering the enormous size and complexity of the mutual se- 
curity program, it is rather remarkable that it has been possible, in 
the space of a year, to make as much improvement as S. 2130 repre- 
sents. Continuing improvements can reasonably be expected. 

The committee, which has devoted most of its time for almost a 
year to the study of this problem, sees no reasonable alternative to 
the bill herewith submitted to the Senate. It is likewise convinced 
that the American people are sufficiently mature and aware of the 
world situation which they face to give their support to a program of 
this character. 
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Appenpix II: CHANGEs IN Existinc Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


MUTUAL SECURITY ACT OF 1954 
* A * * ' * * 
TITLE I—MUTUAL DEFENSE ASSISTANCE 
CHAPTER 1. MuitTary ASSISTANCE 


* * # * ** * * 


Sec. 103. AuTHORIZATIONS.—[(a) (1) There is hereby authorized to 
be appropriated to the President, in addition to appropriations author- 
ized by section 104, not to exc eed $1,270,000,000, to carry out the 
purpose of this chapter; and, in addition, unexpended balances of 
appropriations for military assistance under each paragraph of the 
Mutual Security Appropriation Act, 1954 (including the appropriation 
for mutual special weapons planning), are hereby authorized to be 
continued available for the purpose of this chapter and to be consoli- 
dated with the appropriation authorized by this subsection; all of 
which is hereby authorized to be continued available through June 
30, 1955. 

[(2) In addition, there is hereby authorized to be appropriated to 
the President to carry out the purposes of this chapter not to exceed 
$1,133,000,000, to remain available until expended. 

[(3) In addition, there is hereby authorized to be appropriated to 
the President to carry out the purposes of this chapter not to exceed 
$2,225,000,000, which shall remain available until expended.J 

(a) There is hereby authorized to be appropriated to the President 
for use beginning in the fiscal year 1958 to carry out the purposes of this 
chapter not to exceed $1,800,000,000, which shall remain available until 
expended. There is hereby authorized to be appropriated to the President 
for use beginning in the fiscal year 1959 to carry out the purposes of this 
chapter not to exceed $1,500,000,000, which shall remain available until 
expended. 

(b) Funds made available pursuant to subsection (a) of this section 
shall be available for the administrative and operating expenses of 
carrying out the purpose of this chapter [and of section 124] including 
expenses incident to United States participation in international 
security organizations. 

(c) W Then appropriations made pursuant to subsection (a) of this 
section are used to furnish military assistance on terms of repayment 
within ten years or earlier such assistance may be furnished, notwith- 
standing sections 105, 141, and 142, to nations eligible to purchase 
military, equipment, materials, and services under section 106. When 
appropriations made pursuant to this section are used to furnish military 
assistance on terms of repayment within three years or earlier, dollar 
repayments, including dollar proceeds derived from the sale of foreign 
currency received hereunder to any United States Government agency or 
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program, may be credited to the current applicable appropriation and 
shall be available until expended for the purposes of military assistance on 
terms of repayment, and, noturthstanding section 1415 of the Supple- 
mental Appropriation Act, 1953, or any other provision of law relating 
to the use of foreign currencies or other receipts accruing to the United 
States, repayments in foreign currency may be used for the purposes of 
this chapter: Provided, That the authority in this sentence shall apply to 
repayments from not to exceed $175,000,000 of the appropriations used 
for such assistance. 

Sec. 104. INFRASTRUCTURE.—(a) The President is authorized to 
make contributions to infrastructure programs of the North Atlantic 
Treaty Organization, in accordance with agreements [already] made 
between the member nations out of funds made available pursuant to 
this section, or section 103, or chapter LX of the Supplemental Appro- 
priation Act, 1953, of amounts totaling not more than [$780,000,000] 
$1,000,000,000, less amounts already contributed for such purpose. 
[There is hereby authorized to be appropriated to the President for 
such purpose, in installments prior to June 30, 1958, not to exceed 
$321,000,000, to remain available until expended.J = Such contribu- 
tions by the United States shall not exceed its proportionate share, as 
heretofore agreed upon, of the expenses of such programs. 

* * * * * *x x 


(b) In addition to the authority and limitations contained in the 
preceding subsection, the following provisions shall apply to particular 
areas: 

(1) The Congress welcomes the recent progress in European 
cooperation and reaffirms its belief in the necessity of further 
efforts toward political federation, military integration, and eco- 
nomic unification as a means of building strength, establishing 
security, and preserving peace in the North Atlantic area. In 
order to provide further encouragement to such efforts, the 
Congress believes it essential that this Act should be so admin- 
istered as to support concrete measures to promote greater 
political federation, military integration, and economic unifica- 
tion in Europe. 

(2) Military assistance furnished to any nation in the Near 
East and Africa to permit it to participate in the defense of its 
area shall be furnished only in accordance with plans and arrange- 
ments which shall have been found by the President to require 
the receipient nation to take an important part therein. 

(3) In furnishing military assistance in Asia [and in carrying 
out the provisions of section 121 of this Act,] the President shall 
give the fullest assistance, as far as possible directly, to the free 
peoples in that area, including the Associated States of Cambodia, 
Laos, and Vietnam, in their creation of a joint organization, con- 
sistent with the Charter of the United Nations, to establish a 
program of self-help and mutual cooperation designed to develop 
their economic and social well-being, to safeguard basic rights 
and liberties, and to protect their security and independence. 

(4) Military assistance may be furnished to the other American 
Republics only in accordance with defense plans which shall have 
been found by the President to require the recipient nation to 


‘ | 
i 
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participate in missions important to the defense of the Western 


Hemisphere. 
* * * * * o * 
Sec. 107. Wartvers or Law.—(a) The President may perform any 


of the functions authorized maul ‘this chapter without regard to (1) 
the provisions of title 10, United States Code, section [1262 (a), and 
title 34, United States Code, section 546 (e)] 7307 (a); and (2) such 
provisions as he may specify of the joint resolution of November 4 
1939 (54 Stat. 4), as amended. 

(b) Notwithstanding the provisions of [Revised Statutes 1222 (10 
U. S. C. 576)] title 10, United States Code, sections 3544 (b) and 
8544 (b) , personnel of the Department of De fense may be assigned or 
detailed to any civil office for the purpose of enabling the President 
to furnish assistance under this Act. 

[Sec. 108. Transrer or Miiirary Equipment to Japan.—In 
addition to any program of military assistance for which funds may be 
appropriated pursuant to this Act, the President is hereby authorized 
to transfer to the Government of Japan, until June 30, 1956, upon 
such terms and conditions as he may specify, and upon its request, 
United States military equipment and supplies programmed for 
Japan to meet its internal security re quirements for which Department 
of Defense appropriations were obligated prior to July 1, 1953. No 
appropriation shall be requested to replace the military equipment and 
supplies so transferred, and no funds heretofore or hereafter appro- 
priated for the purpose of this chapter shall be available for reimburse- 
ment to any United States Government agency on account of any 
transfer made pursuant to this section.] 


[Cuapter 2—Sovtueast ASIA AND THE WESTERN PACIFIC, AND 
Direct Forces Support 


[Sec. 121. Sourneast Asia AND THE WesTERN Paciric.—There is 
hereby authorized to be appropriated to the President for the fiscal 
year 1955, to be made available on such terms and conditions, includ- 
ing transfer of funds, as he may specify, not to exceed $700,000,000 
for expenses necessary for the support of the forces of nations in the 
area of Southeast Asia, including the furnishing, as far as possible, of 
direct assistance to the Associated States of Cambodia, Laos, and 
Vietnam as well as to the forces of other free nations in the area 
including those of France located in such Associated States and for 
other expenditures to accomplish in Southeast Asia and the Western 
Pacific the policies and purposes declared in this Act. In addition, 
the unexpended balances of funds allocated from appropriations made 
pursuant to sections 304 and 540 of the Mutual Security Act of 1951, 
as amended, for the purpose of support of the forces of the Associated 
States of Cambodia, Laos, and Vietnam and the forces of France 
located in the Associated States, are hereby authorized to be con- 
tinued available for the purpose of this section through June 30, 1955, 
and to be consolidated with the appropriation authorized by this 
section. Assistance under this title shall be made available subject 
to the provisions of sections 141 and 142, except that (1) in the case 
of assistance to the Associated States of Cambodia, Laos, and Viet- 
nam, and (2) in the case of assistance (not to exceed in the aggregate 
10 per centum of the amount appropriated pursuant to this section, 
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excluding unexpended balances of prior appropriations) to other 
nations, the President may waive specific provisions of section 142 
to the extent he may deem nec cessary in the national interest to carry 
out the purposes of this Act. The President or such officer as he may 
designate shall report each instance of such waiver to the Foreign 
Relations, Appropriations, and Armed Services Committees of the 
Senate and the Foreign Affairs, Appropriations, and Armed Services 
Committees of the House of Representatives within thirty days.' 

[It is the sense of the Congress that no part of the funds appropri- 
ated under this section shall be used on behalf of governments which 
are committed by treaty to maintain Communist rule over any defined 
territory of Asia. 

[Sec. 122. Propuction ror Forces Supporr.—There is hereby 
authorized to be appropriated to the President for the fiscal year 1955, 
to be made available on such terms and conditions, inc luding transfer 
of funds, as he may specify, not to exceed $35,000,000 for manufacture 
in the United Kingdom of military aircraft required by United 
Kingdom forces for the defense of the North Atlantic area. In addi- 
tion, unexpended balances of appropriations made pursuant to section 
102 of the Mutual Security Act of 1951, as amended, are hereby auth- 
ized to be continued available for their original purposes through 
June 30, 1955, and the unexpended balance of the appropriation made 
pursuant to the second clause of that section is authorized to be con- 
solidated with the appropriation authorized by this section. 

[Sxc. 123. Common Usr Irems.—There is hereby authorized to be 
appropriated to the President for the fiscal year 1955 not to exceed 
$60,000,000 for the provision of any common-use equipment, materials, 
commodities, or services which are to be used by military forces of 
nations receiving assistance under chapter 1 of this title. Programs 
authorized by this section shall be administered in accordance with the 
provisions of chapter 1 or chapter 3 of this title. 

[Sxec. 124. Direct Forces Suprort.—There is hereby authorized 
to be appropriated to the President for the fiscal year 1956 not to 
exceed $317,200,000 to provide assistance in the form of direct forces 
support “ be delivered or rendered directly to the military forces of 
nations eligible for military assistance under chapter 1 of this title. 
The President may, notwithstanding the provisions of section 501, 
consolidate all or any part of appropriations made pursuant to this 
section with appropriations made pursuant to section 103. Programs 
authorized by this section may be administered in accordance with 
the provisions of chapter 1 or chapter 3 of this title.J 


CHAPTER 3—DEFENSE SUPPORT 


Sec. 131. GeneRAL AuTHority.—(a) The President is hereby au- 
thorized to furnish, to nations and organizations eligible to receive 
military assistance under chapter 1 of ‘this title, or to nations which 
have joined with the United States in a regional collective defense 
arrangement, commodities, services, and financial and other assistance 
specafically designed to sustain and increase military effort. In fur- 
nishing such assistance, the President may provide for the procurement 
and transfer from any source of any commodity or service (including 





1 The third and fourth sentences of section 121 are redesignated as section 144. 
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processing, storing, transporting, marine insurance, and repairing) or 
any technical information and assistance. 

{(b) There is hereby authorized to be appropriated to the President 
for the fiscal year 1955 to carry out the provisions of this section, not 
to exceed— 

[(1) $46,000,000 for Europe (excluding Greece and Turkey); 

[(2) $73,000,000 for the Near East (including Greece and 

Turkey), Africa, and South Asia; and 

[(3) $80,098,195 for the Far East and the Pacific. 
In addition, unexpended balances of appropriations heretofore made 
pursuant to section 541 of the Mutual Security Act of 1951, as 
amended, are hereby authorized to be continued available for the pur- 
pose of this subsection through June 30, 1955, and to be consolidated 
with the appropriation authorized for the same area by this subsection: 
Provided, That portions of such unexpended balances which have been 
allocated to assistance for Greece and Turkey shall be consolidated 
with the appropriation authorized by paragraph (2) of this sub- 
section. ] 

(b) There is hereby authorized to be appropriated to the President for 
use beginning in the fiscal year 1958 to carry out the purposes of this 
section not to exceed $800,000,000, which shall remain available until 
expended. There is hereby authorized to be appropriated to the President 
for use beginning in the fiscal year 1959 to carry out the purposes of this 
section not to exceed $710,000,000, which shall remain available until 
expended. 

[(c) There is hereby authorized to be appropriated to the President 
for the fiscal year 1956 to carry out the provisions of this section, not 
to exceed— 

[(1) $92,000,000 for Europe (excluding Greece and Turkey); 
[(2) $102,500,000 for the Near East (including Greece and 
Turkey) and Africa; and 
[(3) $827,800,000 for Asia; 
and for the fiscal year 1957 not to exceed— 
[(1) $71,200,000 for Europe (excluding Greece and Turkey) ; 
[(2) $170,000,000 for the Near East (including Greece and 
Turkey) and Africa; 
[(3) $882,000,000 for Asia; and 
[(4) $52,000,000 for Latin America. 

[Funds made available under paragraph (4) may be used to furnish 
assistance designed to sustain and increase military effort or political 
or economic stability, and may be used without regard to the require- 
ments of sections 141 and 142 in the case of any nation which is a party 
to the Inter-American Treaty of Reciprocal Assistance and which has 
adhered to the resolution of 1954 entitled “Declaration of Solidarity 
for the Preservation of the Political Integrity of the American States 
against the Intervention of International Communism.” Of the 
funds made available under paragraph (4), the sum of $15,000,000 
shall remain available until expended, notwithstanding any other 
provision of this subsection, and in the utilization of such sum prefer- 
ence shall be given to (A) projects or programs that will clearly con- 
tribute to promoting health, education, and sanitation in the area as @ 
whole or among a group or groups of countries of the area, (B) joint 
health, education, and sanitation assistance programs undertaken by 
members of the Organization of American States, and (C) such land 
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resettlement programs as will contribute to the resettlement of for- 
eign and native migrants in the area as & whole, or in any country of 
the area, for the purpose of advancing economic development and 
agricultural and industrial productivity: Provided, That assistance 
under this sentence shall emphasize loans rather than grants wherever 
possible, and not less than 75 per centum of the funds made available 
for assistance under this sentence shall be available only for furnishing 
assistance on terms of repayment in accordance with the provisions of 
section 505. 

[Funds made available for assistance to Korea from appropriations 
authorized by this section may be used in accordance with the appli- 
eable provisions of section 132 of this Act.] 

[(d)] (c) In providing assistance in the procurement of commodi- 
ties in the United States, United States dollars shall be made avail- 
able for marine insurance on such commodities where such insurance 
is placed on a competitive basis in accordance with normal trade prac- 
tice prevailing prior to the outbreak of World War I]: Provided, That 
in the event a participating country, by statute, decree, rule, or regu- 
lation, discriminates against any marine insurance company author- 
ized to do business in any State of the United States, then commodi- 
ties purchased with funds provided hereunder ana destined for such 
country shall be insured in the United States against marine risk with 
a company or companies authorized to do a marine insurance busi- 
ness in any State of the United States. 

(d) To the ertent necessary to accomplish the purposes of this section 
in Korea (1) assistance may be furnished under this section without re- 
gard to the other provisions of this title and (2) the authority provided in 
section 307 may be exercised in furnishing assistance under subsection 
(a) of this section; and funds available under this section may be used 


for payment of ocean freight charges on shipments for relief and reha- 


bilitation in Korea without regard to section 409 of this Act. 

[Sec. 132. Korean Program.—(a) There is hereby authorized to 
be appropriated to the President for the fiscal year 1955 not to exceed 
$205,000,000 to be expended, upon terms and conditions specified by 
the President, for defense support, relief and rehabilitation, and other 
necessary assistance (including payment of ocean freight charges on 
shipments for relief and rehabilitation, without regard to section 409 
of this Act) in those parts of Korea which the President shall have 
determined to be not under Communist control. In addition, unex- 
pended balances of funds heretofore allocated for the purpose of relief 
and rehabilitation in Korea pursuant to the paragraph entitled “Relief 
and Rehabilitation in Korea’, chapter VII, Supplemental Appropri- 
ation Act, 1954, and unobligated balances of the appropriation for 
“Civilian Relief in Korea’’, title III, Department of Defense Appro- 
priation Act, 1954, are hereby authorized to be continued available 
for the purposes of this subsection through June 30, 1955, and to be 
consolidated with the appropriation authorized by this subsection. 

[(b) (1) Notwithstanding the provisions of any other law, the 
President is authorized, at any time prior to twenty-four months from 
the date of enactment of this Act, to transfer to the Republic of Korea, 
by sale or charter and on such terms and conditions as he may specify, 
not more than eight C1-M-—AV1 vessels. Any agency of the United 
States Government owning or operating such vessels is authorized to 
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make such vessels available for the purpose of this subsection; 
Provided, That if after investigation it is determined by the President 
that there are privately owned Cl1-~M-—AV1 vessels offered and avail. 
able for sale by American citizens as defined in section 2 of the Shippin 

Act, 1916, as amended, at prices equal to or less than those provide 

for in subsection (b) (2) below, such vessels shall be acquired by an 
owning or operating agency designated by the President for the pur- 
pose of this subsection. Funds made available pursuant to subsection 
(a) of this section shall be available for the purpose of this subsection, 

[(2) Such transfers shall be made at prices determined under section 
3 of the Merchant Ship Sales Act of 1946 (50 U. S. C. App. 1736); 
Provided, That such vessels shall be placed in class in accordance with 
minimum requirements of the American Bureau of Shipping by the 
owning or operating agency, and the expense of placing in class shall 
be reimbursed to such agency. 

[(c) There is hereby authorized to be appropriated for the fiscal 
year 1955 not to exceed $3,452,615 for making contributions to the 
United Nations Korean Reconstruction Agency or expenditure 
through such other agency for relief and rehabilitation in Korea as the 
President may direct. In addition, the unexpended balance of the 
appropriation made pursuant to the last sentence of section 303 (a) 
of the Mutual Security Act of 1951, as amended, is hereby authorized 
to be continued available for the purpose of this subsection through 
June 30, 1955, and to be consolidated with the appropriation author- 
ized by this subsection. Sections 141 and 142 of this Act shall not 
apply with respect to assistance furnished under this subsection. 

[(d) To the extent necessary to accomplish the purposes of this 
section (1) assistance may be furnished under this section without 
regard to the other provisions of this title and (2) the authority pro- 
vided in section 307 may be exercised in furnishing assistance under 
subsection (a) of this section.] ? 


CuapTerR 4—GENERAL Provisions RELATING TO Mutruat DEFENSE 
ASSISTANCE 


Sec. 141. Conpitions oF ELicrBinity For AssIsTANCE.—NO assist- 
ance shall be furnished under this title to any nation or organization 
unless the President shall have found that furnishing such assistance 
will strengthen the security of the United States and promote world 
peace. No such assistance shall be furnished to a nation unless it 
shall have agreed to the provisions required by section 142, and such 
additional provisions as the President deems necessary to effectuate 
the policies and provisions of this title and to safeguard the interest 
of the United States. 

Src. 142. AGREEMENTs.—(a) No assistance shall be furnished to 
any nation under this title unless such nation shall have agreed to— 

(1) join in promoting international understanding and good 
will, and maintaining world peace; 

(2) take such action as may be mutually agreed upon to elim- 
inate causes of international tension; 

(3) fulfill the military obligations, if any, which it has assumed 
under multilateral or bilateral agreements or treaties to which the 
United States is a party; 


2 This paragraph as amended by the bill is redesignated as section 131 (d). 
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(4) make, consistent with its political and economic stability, 
the full contribution permitted by its manpower, resources, facili- 
ties, and general economic condition to the development and 
maintenance of its own defensive strength and the defensive 
strength of the free world; 

(5) take all reasonable measures which may be needed to 
develop its defense capacities; 

(6) take appropriate steps to insure the effective utilization of 
the assistance furnished under this title in furtherance of the 
policies and purposes of this title; 

(7) impose appropriate restrictions against transfer of title to 
or possession of any equipment and materials, information, or 
services furnished under chapter 1 of this title, without the con- 
sent of the President; 

(8) maintain the security of any article, service, or information 
furnished under chapter 1 of this title; 

(9) furnish equipment and materials, services, or other assist- 
ance consistent with the Charter of the United Nations, to the 
United States or to and among other nations to further the 
policies and purpose of chapter 1 of this title; 

(10) permit continuous observation and review by United 
States representatives of programs of assistance authorized under 
this title, including the utilization of any such assistance and 
provide the United States with full and complete information 
with respect to these matters, as the President may require. 

(b) In cases where any commodity is to be furnished on a grant 
basis under [chapter 2 or] chapter 3 of title I [or under title II] of 
this Act under arrangements which will result in the accrual of 
proceeds to the recipient nation from the import or sale thereof, such 
assistance shall not be furnished unless the recipient nation shall 
have agreed to establish a Special Account, and— 

(i) deposit in the Special Account, under such terms and condi- 
tions as may be agreed upon, currency of the recipient nation in 
amounts equal to such proceeds; 

(ii) make available to the United States such portion of the 
Special Account as may be determined by the President to be 
necessary for the requirements of the United States: Provided, 
That such portion shall not be less than 10 per centum in the 
case of any country to which such minimum requirement has 
been applicable under any Act repealed by this Act; and 

(iii) utilize the remainder of the Special Account for programs 
agreed to by the United States to carry out the purposes for 
which new funds authorized by this Act would themselves be 
available. 

Any unencumbered balances of funds which remain in the Account 
upon termination of assistance to such nation under this Act shall 
be disposed of for such purposes as may, subject to approval by 
Act or joint resolution of the Congress, be agreed to between such 
country and the Government of the United States. 

[Sec. 143. Notwithstanding any other provision of law, no assist- 
ance under this title or any other title of this Act, or under any pro- 
vision of Jaw repealed by section 542 (a) of this Act, shall be furnished 
to Yugoslavia after the expiration of ninety days following the date 
of the enactment of this section, unless the President finds and so 











40 MUTUAL SECURITY ACT OF 1957 


reports to the Congress, with his reasons therefor, (1) that there has 
been no change in the Yugoslavian policies on the basis of which 
assistance under this Act has been furnished to Yugoslavia in the 
past, and that Yugoslavia is independent of control by the Soviet 
Union, (2) that Yugoslavia is not participating in any policy or 
program for the Communist conquest of the world, and (3) that it is 
in the interest of the national security of the United States to continue 
the furnishing of assistance to Yugoslavia under this Act.] 

Sec. 143. Asstsrance ro Yueostavia.—In furnishing assistance to 
Yugoslavia, the President shall continuously assure himself (1) that 
Yugoslavia continues to maintain its independence, (2) that Yugoslavia 
is not participating in any policy or program for the Communist conquest 
of the world, and (3) that the furnishing of such assistance is in the 
interest of the national security of the United States. The President 
shall keep the Foreign Relations Committee of the Senate, the Foreign 
Affairs Committee of the House of Representatives, and the . i ppropria- 
tions Committees of the Senate and of the House of Representatives Fully 
and constantly informed of any assistance furnished to Yugoslavia under 
this Act. 


TITLE Il [DEVELOPMENT ASSISTANCE] DEVELOPMENT 
LOAN FUND 


[Sxec. 201. Aurnorization.—(a) In addition to the funds hereto- 
fore appropriated pursuant to the provisions of sections 201 and 418 
of this Act as in effect prior to the enactment of the Mutual Security 
Act of 1956, which funds shall remain available for their original pur- 
poses in accordance with the provisions of law originally applicable 
thereto, there is hereby authorized to be appropriated to the President 
not to exceed $293,000,000, to remain available until June 30, 1960, 
for assistance designed to promote the economic development of free 
Asia, the Middle East, and Africa, based on self-help and mutual 
cooperation of friendly nations, and to maintain economic and political 
stability in these areas. 

[(b) The President if authorized to utilize the funds hereafter made 
available for purposes of this title to accomplish in these areas policies 
and purposes declared in this Act, and to disburse them on such terms 
and conditions, including transfer of funds, as he may specify: Pro- 
vided, That eighty per centum of such assistance shall only be available 
on terms of repayment, except (1) when such funds are used to finance 
sales of surplus agricultural commodities under section 402, or (2) 
when granted for the purpose of a regional project involving two or 
more beneficiary nations: And provided further, That not more than 

25 per centum of any funds hereafter made available for purposes of 
this title shall be used in furnishing bilateral assistance to any one 
nation. J 

Note: Section 201 (c) is redesignated as section 537 (d). 

Sec. 201. Declaration of Purpose.—The ( ongress of the United States 
recognizes that the progress of free peoples in their efforts to further 
their economic development and thus to strengthen ther freedom, is 
emportant to the security and general welfare of the United States. The 
Congress further recognizes in some cases the necessity of assistance to 
such peoples if they are to succeed in these efforts. The Congress accord- 
ingly reaffirms that it is the policy of the United States, and declares it 
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to be the purpose of this title, to assist, on a basis of self-help and mutual 
cooperation, the ¢ fforts of free peoples to develop their economic resources 
and to increase their productive capabilities. 

Sec. 202. General Authority.—(a) There is hereby established a fund to 
be known as the “‘Development Loan Fund” (hereinafter referred to in this 
title as “the Fund’’) to be used by the President to finance activities 
carried out pursuant to authority contained in this title. 

(b) To carry out the purposes of this title, the President is hereby 
authorized to make loans, credits, or guaranties, or to engage in other 
financing 0 perations or transactions (not to include grants or direct pur- 
chases of equity securities), to or with such nations, organizations, 
persons or other entities, and on such terms and conditions, as he may 
determine, taking into account (1) whether financing could be obtained 
in whole or in part from other free world sources on reasonable terms, 
(2) the ce and technical soundness of the activity to be financed, 
and (3) whether the actiwity gives reasonable promise of contributing to 
the development of economic resources, increase of productive capacities, 
or improvement of standards of living in furtherance of the purposes of 
this title, and it shall be administered so as not to compete with private 
investment capital, the Export-Import Bank or the International Bank 
for Reconstruction and Development. The Fund shall be administered 
so as to support and encourage private investment and other private 
participation furthering the purposes of this title. The authority of 
section 401 (a) of this Act may not be used to waive the requirements of 
this title or of the Mutual Defense Assistance Control Act of 1951 with 
respect to this title, nor may the authority of section 501 of this Act be 
used to increase or decrease the funds available under this title. Guaran- 
ties under this subsection shall be subject to the provisions of section 
418 (b) (4), except subparagraph (F) thereof. The administrator of the 
Fund shall furnish to the Foreign Relations Committee of the Senate and 
to the Foreign Affairs Committee of the House of Representatives a report 
on each financing operation or transaction involving more than 
$10,000,000 of the Fund’s assets and involving an activity requiring 
longer than one year to complete. Such report shall be made at the time 
such financing operation or transaction is consummated. 

See. 203. Capitalization.—(a) There is hereby authorized to be appro- 
priated to the President without fiscal year limitation, for advances to the 
Fund, not to exceed $500,000,000. In addition, unless disapproved in the 
appropriation act appropriating funds pursuant to the authorization con- 
tained in the preceding sentence, the Secretary of the Treasury is authorized 
and directed to make, beginning in the fiscal year 1959, loans to the Fund in 
amounts needed to cover obligations 7 ineurred against the Fund. TCE pt as 
provided in section 204 (6) of this Act, the maaimum amount of obligations 
incurred against the Fund during the fiscal year 1958 shall be 500,000,000 
during the fiscal year 1959 shall be $750,000,000, and during the period 
beg ynning in the fiscal year 1960 shall be $750,000,000; and any unused 
portion of the maximum applicable to any period shall be added to the 
maximum applicable to the succeeding period. 

(b) For purposes of f the loans provide d for in this section, the Secretary 
of the Treasury is a uthorized to use the proceeds of the sale of any securities 
issued under the Second Liberty Bond Act as now in force or as hereafter 
amended, and the purposes for which securities may be issued under the 
Second Liberty Bond Act are hereby extended to include this purpose, 











4? MUTUAL SECURITY ACT OF 1957 


The President shall determine the terms and conditions of any advances or 
loans made to the Fund pursuant to this section. 

Sec. 204. Fiscal Provisions.—(a) All receipts from activities or trans- 
actions under this title shall be credited to the Fund, and, notwithstanding 
section 1415 of the Supplemental Appropriation Act, 1958, or any othes 
provision of law relating to the use of foreign currencies or ‘other receipts 
accruing to the United States, shall be available for use for purposes of 
this title. 

(b) The President is authorized to incur, in accordance with the pro- 
visions of this title, obligations against the Fund in amounts which may 
not at any time exceed the assets of the Fund. The amount of such obh- 
gations also may not exceed the limitations specified in section 208 (a) 
of this Act except that, to the extent thai assets of the Fund other than cap- 
alization provided pursuant to section 203 (a) are availabke, obliga- 
tions may be incurred beyond such limitations. Obligations incurred 
against the Fund which are subsequently cancelled shall not be counted 
for purposes of the limitations on obligations specified in section 208 (a). 
The term “assets of the Fund” as used in this section shall mean the 
amount of liquid assets of the Fund at any given time including any 
amount of capitalization authorized pursuant to section 203 (a) of this 
Act which has not been advanced or loaned to the Fund as of such time. 
The Fund shall be available without fiscal year limitation for any obliga- 
tions or expenditures in connection with the performance of functions 
under this aoe oat repayment of loans made to the Fund pursuant 
to section 203 (a) of this Act. 

(c) In the hoi Abert of and unth respect to the functions, powers, 
and duties vested in him by this title, the President shall prepare annu- 
ally and submit a budget program in accordance with the provisions of 
the Government Corporation Control Act, as amended; and he shall cause 
to be maintained an integral set of accounts which shall be audited by 
the General Accounting Office in accordance with principles and proce- 
dures applicable to commercial corporate transactions as provided by the 
Government Corporation Control Act, as amended, and no other audit 
shall be required. 

Sec. 205. Powers and Authorities.—In carrying out the purposes of this 
title, any officer or agency of the United States designated to exercise 
authorities provided for hereunder may, in addition to other powers and 
authorities provided to such officer or agency pursuant to this Act or other- 
wise by law, and as the President may direct: enter into, perform, and 
modify contracts, leases, agreements, or other transactions, on such 
terms as may be deemed appropriate, with any agency or instrumentality of 
the United States, with any foreign government or foreign government 
agency, or with any person, partnership, association, corporation, 
organization or other entity, public or private, singly or in combination; 
accept and use gifts or donations of services, funds, or property (real, 
personal or mixed, tangible or intangible) \: contract for the services of 
attorneys; determine the character of and necessity for obligations and 
expenditures under this title, and the manner in which they shall be 
incurred, allowed, and paid, subject to provisions of law specificially 
applicable to Government corporations; acquire and dispose of, upon such 
terms and conditions and for such consideration as such officer or agency 
shall determine to be reasonable, through purchase, exchange, discount, 
rediscount, public or private sale, negotiation, assignment, exercise of 
option or conversion rights, or otherwise, for cash or credit, with or without 
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endorsement or guaranty, any property, real, personal, mixed, tangible 
or intangible, including, but not limited to, mortgages, bonds, debentures 
(including convertible debentures), liens, pledges, and other collateral or 
security, contracts, claims, currencies, notes, drafts, checks, bills of 
exchange, acceptances including bankers’ acceptances, cable transfers 
and all other evidences of indebtedness or ownership (provided that 
equity securities may not be directly purchased although such securities 
may be acquired by other means such as by exercise of conversion rights 
or through enforcement of liens, pledges or otherwise to satisfy a previously 
incurred indebtedness), and guarantee payment against any instrument 
above specified; issue letters of credit and letters of commitment; collect or 
compromise any obligations assigned to or held by, and any legal or 
equitable rights accruing to, such officer or agency, and, as such officer 
or agency may determine, refer any such obligations or rights to the 
Attorney General for suit or collection; and otherwise take any and all 
actions determined by such officer or agency to be necessary or desirable 
in making, carrying out, servicing, compromising, liquidating, or other- 
wise dealing with or realizing on any transaction or operation authorized 
by this title. No officer shall be designated to be the administrator of the 
Fund except by appointment by the President by and with the advice and 
consent of the Senate. 

Sec. 206. Advisory Loan Committee. There is hereby established an 
Advisory Loan Committee, referred to in this section as the ““Committee’’, 
which shall advise and consult with the President, or such officer as he 
may designate to administer the Fund, with respect to basic policy matters 
arising in connection with the operations of the Fund and with respect to 
each new obligation against the Fund in excess of $10,000,000. The 
Committee shall consist of the Deputy Undersecretary of State for Eco- 
nomie Affairs, the Chairman of the International Development Advisory 
Board acting in his indwidual capacity, the administrator of the Fund, 
and representatives designated by the President from the Export-Import 
Bank, the Department of Agriculture, the Department of Commerce, the 
United States representation in the International Bank for Reconstruc- 
tion and Development, and such other representatives of Government 
agencies as the President shall deem necessary to insure proper coordina- 
tion of the Fund’s activities with the activities of other sources of capital 
which flows abroad. The Deputy Undersecretary of State for Economie 
Affairs shall be Chairman, and the administrator of the Fund shall be 
Vice Chairman, of the Committee. The administrator of the Fund shall 


furnish to the Committee all necessary information to enable the Com- 


mittee to form a judgment with respect to the subjects referred to in the 


first sentence of this section. If the administrator of the Fund follows a 


course contrary to the advice of a majority of the Committee with respect 
to any such subject, he shall furnish to the Committee and to the Committee 
on Foreign Relations of the Senate and to the Committee on Foreign 
Affairs of the House of Representatives a statement of his reasons for 
doing 80. 
TITLE IlI—TECHNICAL COOPERATION 
x + * aS + * * 

Sec. 304. AurHorizaTION.—{[(a) There is hereby authorized to be 
appropriated to the President for the fiscal year 1955 $88,570,000 for 
technical cooperation programs in the Near East, Africa, South Asia, 
and Far East and Pacific, and $28,500,000 for such programs in Latin 
America. In addition, unexpended balances of appropriations hereto- 
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fore made pursuant to section 543 of the Mutual Security Act of 1951, 
as amended, are authorized to be continued available for the purposes 
of this section through June 30, 1955, and to be consolidated with the 
appropriation authorized by this section. 

[(b) There is hereby authorized to be appropriated to the President 
for the fiscal year 1956 not to exceed $146,500,000, and for the fiscal 
year 1957 not to exceed $140,500,000, for technical cooperation pro- 
grams in the Near East and Africa, Asia and Latin America.] 

There is hereby authorized to be appropriated to the President for the 
Jiscal year 1958 not to exceed $151,900,000 to carry out the purposes of 
this title. 


* * * * * * * 


Sec. 306. MuLtTiLaTeRAL TECHNICAL CoorpERATION.—As one means 
of accomplishing the purposes of this title, the United States is author- 
ized to participate in multilateral technical cooperation programs 
carried on by the United Nations, the Organization of American States, 
their related organizations, and other international organizations, 
wherever practicable. There is hereby authorized to be appropriated 
to carry out the purpose of this section, in addition to the amounts 
authorized by section 304, not to exceed 

(a) [$17,958,000 for making contributions to the United 
Nations Expanded Program of Technical Assistance; in addition, 
$24,000,000 for the fiscal year 1956, and $15,500,000 for the fiscal 
year 1957, for such contributions;] $15,500,000 for the fiscal year 
1958 for contributions to the United Nations Expanded Program of 
Technical Assistance: Provided, That, notwithstanding the limitation 
of 33.33 per centum contained in the Mutual Security Appropriation 
Act, 1957, the United States contribution to this program may con- 
stitute for the calendar year 1958 as much as but not to exceed 45 per 
centum of the total amount contributed to the program for that period, 
for the calendar year 1959 as much as but not to exceed 38 per centum 
of the total amount contributed to the program for that period, and 
for the calendar year 1960 as much as but not to exceed 33.33 per 
centum of the total amount contributed to the program for that period. 

(b) [$1,500,000 for making contributions to the technical 
cooperation program of the Organization of American States; in 
addition, $1,500,000 for the fiscal year 1956, and $1,500,000 for the 
fiscal year 1957, for such contributions.] $1,500,000 for the fiscal 
year 1958 for contributions to the technical cooperation program of 
the Organization of American States. 


* * * * 
TITLE IV—OTHER PROGRAMS 


Sec. 400. Specrat Assistance.—(a) There is hereby authorized to 
be appropriated to the President for the fiscal year 1958 not to exceed 
$250,000 ,000 for use on such terms and conditions as he may specify for 
assistance designed to maintain or promote political or economic stability 
or for assistance in accordance with the provisions of this Act applicable 
to the f furnishing of assistance under title I, section 304, section 405, or 
section 407 of this Act. $100,000,000 of the funds authorized to be 
appropriated pursuant to this section for any. fiscal year may be used in 

such year in accordance with the provisions of section 401 (a). 
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(b) For the purpose of promoting economic development in Latin 
America there 1s hereby authorized to be appropriated to the President 
not to exceed $25,000,000, which shall remain available until expended, 
and in the utilization of such sum preference shall be given to (A) projects 
or programs that will clearly contribute to promoting health, education, 
and sanitation in the area as a whole or among a group or groups of 
countries of the area, (B) joint health, education, and sanitation assistance 
programs undertaken by members of the Organization of American States, 
and (C) such land resettlement programs as will contribute to the resettle- 
ment of foreign and native migrants vn the area as a whole, or in any 
country of the area, for the purpose of advancing economic development and 
agricultural and industrial productivity: Provided, That assistance under 
this sentence shall emphasize loans rather than grants wherever possible, 
and not less than 90 per centum of the funds made available for assistance 
under this sentence shall be available only for furnishing assistance on 
terms of repayment in accordance unth the provisions of section 505. 

Sec. 401. [Specta, Funp] President’s Special Authority.—(a) Of 
the funds made available under this Act, not to exceed $150,000,000, 
in addition to the funds authorized [to be appropriated under sub- 
section (b) hereof] for such use by section 400 (a) of this Act, may be 
used in any fiscal year, without regard to the requirements of this 
Act or any other Act for which funds are authorized by this Act or 
any Act appropriating funds pursuant to authorizations contained in 
this Act, in furtherance of any of the purposes of such Acts, when the 
President determines that such use is important to the security of the 
United States. Not to exceed $100,000,000 of the funds available 
under this section may be expended for any selected persons who are 
residing in or escapees from the Soviet Union, Poland, Czechoslovakia, 
Hungary, Rumania, Bulgaria, Albania, Lithuania, Latvia, and Es- 
tonia or the Communist-dominated or Communist-occupied areas of 
Germany, or any Communist-dominated or Communist-occupied 
areas of Asia and any other countries absorbed by the Soviet Union, 
either to form such persons into elements of the military forces sup- 
porting the North Atlantic Treaty Organization or for other purposes, 
when the President determines that such assistance will contribute to 
the defense of the North Atlantic area or to the security of the United 
States. Certification by the President that he has expended amounts 
under this Act not in excess of $50,000,000, and that it is inadvisable 
to specify the nature of such expenditures, shall be deemed a sufficient 
voucher for such amounts. Not more than $30,000,000 of the funds 
available under this section may be allocated to any one nation in any 
fiscal year. 

[(b) There is hereby authorized to be appropriated to the President 
for the fiscal year 1956, $100,000,000, and for the fiscal year 1957 not to 
exceed $100,000,000, for use in accordance with subsection (a) of this 
section. ] 

[(c)] (6) It is the purpose of this Act to advance the cause of 
freedom. The Congress joins with the President of the United States 
in proclaiming the hope that the peoples who have been subjected to 
the captivity of communist despotism shall again enjoy the right of 
self-determination within a framework which will sustain the peace; 
that they shall again have the right to choose the form of government 
under which they will live, and that sovereign rights of self-govern- 
ment shall be restored to them all in accordance with the pledge of the 
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Atlantic Charter. Funds available under this section may be used for 
programs of information, relief, exchange of persons, education, and 
resettlement, to encourage the hopes and aspirations of peoples who 
have been enslaved by communism. 

Sec. 402. EARMARKING oF Funps.—[Of the funds authorized to 
be made available pursuant to this Act for the fiscal year 1956, not 
less than $300,000,000, and of the funds so authorized for the fiscal 
year 1957 not less than $250,000,000,] Of the funds authorized to be 
made available in the fiscal year 1958 pursuant to this Act (other than 
funds made available pursuant to title I1), not less than $200,000,000 
shall be used to finance the export and sale for foreign currencies of 
surplus agricultural commodities or products thereof produced in the 
United States, in addition to surplus agricultural commodities or 
products transferred pursuant to the Agricultural Trade Development 
and Assistance Act of 1954, and in accordance with the standards as 
to pricing and the use of private trade channels expressed in section 
101 of said Act. Foreign currency proceeds accruing from such sales 
shall be used for the purposes of this Act and with particular emphasis 
on the purposes of section 104 of the Agricultural Trade Development 
and Assistance Act of 1954 which are in harmony with the purposes 
of this Act. Notwithstanding section 1415 of the Supplemental 
Appropriation Act, 1953, or any other provision of law, the President 
may use or enter into agreements with friendly nations or organizations 
of nations to use for such purposes the foreign currencies which accrue 
to the United States under this section. 

Sec. 403. SpeciaL Assistance in Joint Controt Artas.—[(a)] 
The President is hereby authorized to furnish commodities, services, 
and financial and other assistance to nations and areas for which the 
United States has responsibility at the time of the enactment of this 
Act as a result of participation in joint control arrangements where 
found by the President to be in the interest of the security of the 
United States. There is hereby authorized to be approprantes to 
the President [for the fiscal year 1955 not to exceed $25,000,000 to 
carry out this section] for the fiscal year 1958 not to exceed $11. 500,000: 
to carry out this section. 

[There is hereby authorized to be appropriated to the President for 
the fiscal year 1956 not to exceed $21,0000,000, and for the fiscal year 
1957 not to exceed $12,200,000, to carry out this section.J 


* * 





* * * * 

















Sec. 405. Micrants, ReruGers, anpD Escaprres.—(a) The Presi- 
dent is hereby authorized to continue membership for the United 
States on the Intergovernmental Committee for European Migration 
in accordance with its constitution approved in Venice, Italy, on 
October 19, 1953. For the purpose of assisting in the movement of 
migrants, there is hereby authorized to be appropriated [not to 
exceed $11,189,190 for contributions during the calendar year 1955 to 
the Intergovernmental Committee for European Migration, and 
thereafter] such amounts as may be necessary from time to time for 
the payment by the United States of its contributions to the Com- 
mittee and all necessary salaries and expenses incident to United 
States participation in the Committee. [In addition, the un- 
expended balance of the appropriation made pursuant to section 534 
of the Mutual Security Act of 1951, as amended, is hereby authorized 
to be continued available for the purpose of this subsection through 
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June 30, 1955, and to be consolidated with the appropriation author- 
ized in this subsection.] 

(b) Of the funds made available under this Act, not more than 
$800,000 may be used by the President to facilitate the migration to 
the other American Republics of persons resident in that portion of 
the Ryukyu Island Archipelago under United States control. 

(c) There is hereby authorized to be appropriated [for the fiscal 
year 1956 not to exceed $1,400,000, and for the fiscal year 1957 not 
to exceed $2,300,000,] for the fiscal year 1958 not to exceed $2,233,000 
for contributions to the United Nations Refugee Fund. 

(d) There is hereby authorized to be appropriated to the President 
[for the fiscal year 1956 not to exceed $6,000,000, and for the fiscal 
year 1957 not to exceed $7,000,000,] for the fiscal year 1958 not to 
exceed $5,500,000 for continuation of activities, including care, train- 
ing, and resettlement, which have been undertaken for selected 
escapees under section 401 of this Act. 

Sec. 406. CuHiLpREN’s WeLrare.—{[(a)] There is hereby author- 
ized to be appropriated not to exceed [$13,500,000 for contributions 
during the fiscal year 1955 to the United Nations Children’s Fund.] 
$11,000,000 for the fiscal year 1958 for contributions to the United 
Nations Children’s Fund. 

[(b) There is hereby authorized to be appropriated for the fiscal 
year 1956 not to exceed $14,500,000, and for the fiscal year 1957 not 
to exceed $10,000,000, for contributions to the United Nations 
Children’s Fund.J] 

Sec. 407. Patestine ReruGers IN THE NEAR East.—[[(a) There 
is hereby authorized to be appropriated to the President for the fiscal 
year 1955, not to exceed $30,000,000, to be used to make contributions 
to the United Nations Relief and Works Agency for Palestine Refu- 
gees in the Near East. In addition, the unexpended balance of the 
appropriation made for the Palestine refugee program in the Mutual 
Security Appropriation Act, 1954, is hereby authorized to be con- 
tinued available for the purpose of this section through June 30, 
1955.] There is hereby authorized to be appropriated to the President 
not to exceed $65,000,000 to be used to make contributions to the United 
Nations Relief and Works Agency for Palestine Refugees in the Near 
East. Whenever the President shall determine that it would more 
effectively contribute to the relief, rehabilitation, and resettlement of 
Palestine refugees in the Near East, he may expend any part of the 
funds made available pursuant to this section through any other 
agency he may designate. In determining whether or not to continue 
furnishing assistance for Palestine refugees in the Near East, the Presi- 
dent shall take into account whether Israel and the Arab host governments 
are taking steps toward the resettlement and repatriation of such refugees. 

[(b) There is hereby authorized to be appropriated to the President 
not to exceed $65,000,000 to be used to make contributions to the 
United Nations Relief and Works Agency for Palestine Refugees in 
the Near EKast.J 

Sec. 408. Norru ATLAntic TREATY ORGANIZATION.—(a) In order 
to provide for United States participation in the North Atlantic Treaty 
Organization, there is hereby authorized to be appropriated [for the 
fiscal year 1955 not to exceed $3,200,000 for payment by the United 


States of its share of the expenses of the Organization, and thereafter] 


such amounts as may be necessary from time to time for the payment 
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by the United States of its share of the expenses of the Organization 
and all necessary salaries and expenses of the United States permanent 
representative to the Organization, of such persons as may be ap- 
pointed to represent the United States in the subsidiary bodies of the 
Organization or in any multilateral organization which participates 
in achieving the aims of the North Atlantic Treaty, and of their 
appropriate staffs, and the expenses of participation in meetings of 
such organizations, including salaries, expenses, and allowances of 
personnel and dependents as authorized by the Foreign Service Act 
of 1946, as amended (22 U.S. C. 801), and allowances and expenses 
as provided in section 6 of the Act of July 30, 1946 (22 U.S. C. 287r). 

(b) The United States permanent representative to the North 
Atlantic Treaty Organization shall be appointed by the President by 
and with the advice and consent of the Senate and shall hold office at 
the pleasure of the President. Such representative shall have the 
rank and status of ambassador extraordinary and plenipotentiary and 
shall be a chief of mission, class 1, within the meaning of the Foreign 
Service Act of 1946, as amended (22 U.S. C. 801). 

(c) Persons detailed to the international staff of the North Atlantic 
Treaty Organization in accordance with section 529 of this Act who 
are appointed as Foreign Service Reserve officers may serve for periods 
of more than four years notwithstanding the limitation in section 522 
of the Foreign Service Act of 1946, as amended (22 U.S. C. 922). 

Sec. 409. Ocean FretcHT CHarGces.—(a) In order to further the 
efficient use of United States voluntary contributions for relief and 
rehabilitation in nations and areas eligible for assistance under this 
Act, the President may pay ocean freight charges from United States 
ports to designated ports of entry of such nations and areas on ship- 
ments by United States voluntary nonprofit relief agencies registered 
with and approved by the Advisory Committee on Voluntary Foreign 
Aid and shipments by the American Red Cross. 

(b) Where practicable the President shall make arrangements with 
the receiving nation for free entry of such shipments and for the mak- 
ing available by that nation of local currencies for the purpose of 
defraying the transportation cost of such shipments from the port of 
entry of the receiving nation to the designated shipping point of the 
consignee. 

(c) [There is hereby authorized to be appropriated to the President 
for the fiscal year 1955 not to exceed $4,400,000 to carry out the 
purposes of this section; and, in addition, unexpended balances of 
appropriations heretofore made pursuant to section 535 of the Mutual 
Security Act of 1951, as amended, are authorized to be continued 
available for the purposes of this section through June 30, 1955, and 
to be consolidated with the appropriation authorized in this section. 
There is hereby authorized to be appropriated to the President for 
the fiscal year 1956 not to exceed $2,000,000, and for the fiscal year 
1957 not to exceed $3,000,000, to carry out the purposes of this sec- 
tion.] There is hereby authorized to be appropriated to the President 
for the fiscal year 1958 not to exceed $2,200,000 to carry out the purposes 
of this section. 

(d) [There is hereby authorized to be appropriated to the President 
for the fiscal year 1956 not to exceed $13,000,000] Jn addition, any 
funds made available under this Act may be used, in amounts determined 
by the President, to pay ocean freight charges on shipments of surplus 
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agricultural commodities, including commodities made available 
pursuant to any Act for the disposal abroad of United States agri- 
cultural surpluses. [In addition, any funds made available under 
this Act may be used, in amounts determined by the President, for the 
purposes of this subsection. ] 

Sec. 410. Conrrot Acy Exprnsres.—There is hereby authorized 
to be appropriated to the President [for the fiscal year 1955 not to 
exceed $1,300,000, and for the fiscal year 1956 not to exceed $1,175,000, 
and for the fiscal year 1957 not to exceed $1,175,000,] for the fiscal 
year 1958 not to exceed $1,000,000 for carrying out the objectives of the 
Mutual Defense Assistance Control Act of 1951 (22 U.S. C. 1611). 
In addition, in accordance with section 303 of that Act, funds made 
available for carrying out chapter 1 of title I of this Act shall be avail- 
able for carrying out the purpose of this section in such amounts as the 
President may direct. 

Sec. 411. ADMINISTRATIVE AND OTHER ExprENnsges.—(a) Whenever 
possible, the expenses of administration of this Act shall be paid for 
in the currency of the nation where the expense is incurred. 

(b) There is hereby authorized to be appropriated to the President 
[for the fiscal year 1955 not to exceed $34,700,000, and for the fiscal 
year 1956 not to exceed $35,225,000, and for the fiscal year 1957 not 
to exceed $35,250,000, ] for the fiscal year 1958 not to exceed $33,000,000 
for necessary administrative expenses incident to carrying out the 
provisions of this Act (other than chapter 1 of title I [and section 
124]) and functions under the Agricultural Trade Development .and 
Assistance Act of 1954, as amended (7 U.S. C. 1691 and the following) 
performed by any agency or officer administering nonmilitary assistance. 

[(c) Not to exceed $1,500,000 of funds made available under title 
II may be transferred in the fiscal year 1957 for necessary adminis- 
trative expenses not otherwise provided for incident to carrying out 
functions under the Agricultural Trade Development and Assistance 
Act of 1954, as amended (7 U. S. C. 1691 and the following), dele- 
gated or assigned to any agency or officer administering nonmilitary 
assistance, and the amounts so transferred shall be consolidated with 
funds made available pursuant to this section for said fiscal year.] 

[(d)] (c) There are authorized to be appropriated to the Depart- 
ment of State such amounts, not to exceed $7,000,000 in any fiscal 
year, as may be necessary from time to time for administrative ex- 
penses which are incurred for normal functions of the Department 
which relate to functions under this Act. 

C(e)] (@) Funds made available for the purposes of this Act may 

e used for compensation, allowances, and travel of personnel, inelud- 
ing Foreign Service personnel whose services are utilized primarily 
for the purposes of this Act, and without regard to the provisions of 
any other law, for printing and binding, and for expenditures outside 
the continental limits of the United States for the procurement of 
supplies and services and for other administrative and operating 
purposes (other than compensation of personnel) without regard to 
such laws and regulations governing the obligation and expenditure 
of Government funds as may be necessary to accomplish the purposes 
of this Act. 

[Sec. 412. Cuinese anp Korean Srupents.—Funds heretofore 
allocated to the Secretary of State pursuant to the last proviso of 
section 202 of the China Area Aid Act of 1950 (22 U. S. C. 1547) 
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shall continue to be available until expended, under such regulations 
as the Secretary of State may prescribe, using private agencies to the 
maximum extent practicable, for necessary expenses of tuition, 
subsistence, transportation, and emergency medical care for selected 
citizens of China and of Korea for studying or teaching in accredited 
colleges, universities, or other educational institutions in the United 
States approved by the Secretary of State for the purpose, or for 
research and related academic and technical activities in the United 
States, and such selected citizens of China who have been admitted 
for the purpose of study in the United States shall be granted permis- 
sion to accept employment upon application filed with the Commis- 
sioner of Immigration and Naturalization pursuant to regulations 
promulgated by the Attorney General.] 
* * . * * 

[Sec. 419. Wortp Heatran OrGanization.—Section 3 (a) of 
Public Law 643, Eightieth Congress, approved June 14, 1948, as 
amended, is hereby amended to read as follows: 

[‘‘(a) such sums as may be necessary for the payment by the 
United States of its share of the expenses of the Organization as 
apportioned by the Health Assembly in accordance with article 56 of 
the constitution of the Organization, except that payments by the 
United States for any fise al year of the Organization after 1958 shall 
not exceed 33% per centum of the ae assessments of active members 
of the Organization for such fiscal year; and’! 

[Sec. 421. Foop anp Aorta OrGANIZATION.—Public Law 
174, Seventy-ninth Congress, as amended by section 1 (b) of Public 
Law 806, Eighty-first Congress, is hereby further amended by striking 
out the figure “$2,000,000” in section 2 thereof and inserting in lieu 
thereof the figure “$3,000,000”, and by inserting before the period at 
the end of such section a colon and the following: “Provided, That the 
percentage contribution of the United States to the total annual 
budget of the Organization shall not exceed 31.5 per centum.”] * 

Sec. 419. Atoms for Peace.—(a) The President is hereby authorized 
to furnish from funds made available pursuant to this section, in addition 
to other funds available for such purposes, and on such terms and condi- 
tions as he may specify, assistance designed to promote the peaceful uses 
of atomic energy abroad. There is hereby authorized to be appropriated 
to the President for the fiscal year 1958 not to exceed $7,000,000 to carry 
out the purposes of this section. 

(6) The United States share of the cost of any research reactor made 
available to another government under this section shall not exceed $350,000. 

(c) In carrying out the purposes of this section, the appropriate United 
States departments and agencies shall give full and continuous publicity 
through the press, radio, and all other available media, so as to inform the 
peoples of the participating countries regarding the assistance, including 
us purpose, source, and character, furnished by the United States. Such 
portions of any research reactor furnished under this section as may be 
appropriately die-stamped or labeled as a product of the United States 
shall be so stamped or labeled. 

Sec. 420. Malaria Eradication.—The Congress of the United States, 
recognizing that the disease of malaria, because of its widespread prev- 


3 Because of a savings clause contained in the bill, the repeal of these sections does not affect amendments 
made by such sections 
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alence, debilitating effects, and heavy toll in human life, constitutes a 
major deterrent to the efforts of many peoples to develop their economic 
resources and productive capacities and to improve their living conditions, 
and further recognizing that it now appears technically feasible to eradicate 
this disease, declares it to be the policy of the United States and the purpose 
of this section to assist other peoples in their efforts to eradicate malaria. 
The President is hereby authorized to furnish to such nations, organiza- 
tions, persons or other entities as he may determine, and on such terms 
and conditions as he may specify, financial and other assistance to carry 
out the purpose of this section. Not to exceed $23,300,000 of the funds 
made available pursuant to authorizations contained in this Act (other 
than title I, chapter 1, and title II) may be used during the fiscal year 
1958 to carry out the purpose of this section. 


TITLE V—MISCELLANEOUS PROVISIONS 


CHAPTER 1. GENERAL PROVISIONS 
* * * * * * * 


Sec. 503. TERMINATION OF AssIsTANCE.—[(a)] If the President 
determines that the furnishing of assistance to any nation under any 
provision of this Act— 

(1) is no longer consistent with the national interest or security 
or the foreign policy of the United States; or 
(2) would no longer contribute effectively to the purposes for 
which such assistance is furnished; or 
(3) is no longer consistent with the obligations and respon- 
sibilities of the United States under the Charter of the United 
Nations, 
he shall terminate all or part of any assistance furnished pursuant to 
this Act. If the President determines that any nation which is 
receiving assistance under chapter 1 of title I of this Act is not making 
its full contribution to its own defense or to the defense of the area 
of which it is a part, he shall terminate all or part of such assistance. 
Assistance to any nation under any provision of this Act may, unless 
sooner terminated by the President, be terminated by concurrent 
resolution. Funds made available under this Act shall remain avail- 
able for twelve months from the date of termination under this [sub- 
section] section for the necessary expenses of liquidating assistance 
programs. 

[(b) Unless sooner abolished under section 525, the Foreign 
Operations Administration shall cease to exist at the close of June 30, 
1955. 

Sec. 504. Smatt Business.—(a) Insofar as practicable and to the 
maximum extent consistent with the accomplishment of the purposes 
of this Act, the President shall assist American small business to 
participate equitably in the furnishing of commodities and services 
financed with funds authorized under titles II, II], and IV, and 
{chapters 2 and] chapter 3 of title I, of this Act 

(1) by causing to be made available to suppliers in the United 
States and particularly to small independent enterprises, infor- 
mation, as far in advance as possible, with respect to purchases 
proposed to be financed with such funds, 
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(2) by causing to be made available to prospective purchasers 
in the nations receiving assistance under this Act information as 
to commodities and services produced by small independent, 
enterprises in the United States, and 

(3) by providing for additional services to give small business 
better opportunities to participate in the furnishing of com- 
modities and services financed with such funds. 

(b) There shall be an Office of Small Business, headed by a Special 
Assistant for Small Business, in such United States Government 
agency as the President may direct, to assist in carrying out the 
provisions of subsection (a) of this section. 

(c) The Secretary of Defense shall assure that there is made avail- 
able to suppliers in the United States, and particularly to small 
independent enterprises, information with respect to purchases. made 
by the Department of Defense pursuant to chapter 1 of title I, such 
information to be furnished as far in advance as possible. 

Sec. 505. Loan Assistance AND SALes.—(a) [Assistance] Except 
as otherwise specifically provided in this Act, assistance under this Act 
may be furnished on a grant basis or on such terms, including cash, 
credit, or other terms of repayment (including repayment in foreign 
currencies or by transfer to the United States of materials required 
for stockpiling or other purposes) as may be determined to be best 
suited to the achievement of the purposes of this Act and shall 
emphasize loans rather than grants wherever possible. Whenever 
commodities, equipment, materials, or services are sold for foreign 
currencies the President, notwithstanding section 1415 of the Sup- 
plemental Appropriation Act, 1953, or any other provision of law, 
may use or enter into arrangements with friendly nations or organiza- 
tions of nations to use such currencies for the purposes for which the 
funds providing the commodities, eeuipment, materials, or services 
which generated the currencies were appropriated. 

(b) [Of the funds made available pursuant to this Act and foreign 
currencies accruing to the United States under section 402, the 
equivalent of not less than $200,000,000 shall be available only for 
the furnishing of assistance on terms of repayment.] Funds for the 
purpose of furnishing assistance on terms of repayment [shall] may 
be allocated to the Export-Import Bank of Washington, which 
[shall] may, notwithstanding the provisions of the Export-Import 
Bank Act of 1945 (59 Stat. 526), as amended, make and administer 
the credit on such terms. Credits made by the Export-Import 
Bank of Washington with funds so allocated to it shall not be con- 
sidered in determining whether the Bank has outstanding at any 
one time loans and guaranties to the extent of the limitation imposed 
by section 7 of the Export-Import Bank Act of 1945 (59 Stat. 529), 
asamended. Amounts received in repayment of principal and interest 
on any loan made under this section shall be held by the Treasury to 
be used for such purposes, including further loans, as may be author- 
ized from time to time by Congress. Amounts received in repayment 
of principal and interest on any credits made under paragraph 111 
(c) (2) of the Economic Cooperation Act of 1948, as amended, shall 
be deposited into miscellaneous receipts of the Treasury, except that, 
to the extent required for such purpose, amounts received in repay- 
ment of principal and interest on any credits made out of funds 
realized from the sale of notes heretofore authorized to be issued for 
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the purpose of financing assistance on a credit basis under paragraph 
111 (c) (2) of the Economie Cooperation Act of 1948, as amended, 
shall be deposited into the Treasury for the purpose of the retirement 
of such notes. 

Sec. 513. Notice to Leetstative Commirrees.—When any trans- 
fer is made under section 501, or any other action is taken under this 
Act which will result in furnishing assistance of a kind, for a purpose, 
or to an area, substantially different from that included in the presenta- 
tion to the Congress during its consideration of this Act or Acts ap- 
propriating funds pursuant to authorizations contained in this Act, 
or which will result in expenditures greater by 50 per centum or more 
than the proposed expenditures included in such presentation for the 
program concerned, the President or such officer as he may designate 
shall promptly notify the Committee on Foreign Relations of the 
Senate, the Committee on Foreign Affairs of the House of Representa- 
tives and, when military assistance is involved, the Committees on 
Armed Services of the Senate and House of Representatives, stating 
the justification for such change. Notice shall also be given to the 
Committee on Foreign Relations of the Senate and the Committee on 
Foreign Affairs of the House of Representatives of any determination 
under the first sentence of section 401 (except with respect to un- 
vouchered funds), and copies of any certification as to loyalty under 
section 531 shall be filed with such committees. 

* * * * % . * 

Sec. 509. Suippinc oN Unirep States Vessets.—[Such steps as 
may be necessary shall be taken to assure, as far as practicable, that 
at least 50 per centum of the gross tonnage of commodities, materials 
and equipment procured out of funds made available under sections 
103, 123, 131, 132 (a), 201, 304, and 403 of this Act and transported 
to or from the United States on ocean vessels, computed separately 
for dry bulk carriers, dry cargo liner and tanker services and computed 
separately for section 103, and for sections 123, 131, 132 (a), 201, 304, 
and 403 (taken together) is so transported on United States flag com- 
mercial vessels to the extent such vessels are available at market rates 
for United States flag commercial vessels provided such rates are fair 
and reasonable ; and, in the administration of this provision, steps shall 
be taken, insofar as practicable and consistent with the purposes of 
this Act, to secure a fair and reasonable participation by United States 
flag commercial vessels in cargoes by geographic area.J]~ The ocean 
transportation between foreign countries of commodities, materials, 
and equipment procured out of local currency funds made available 
or derived from funds made available under this Act or the Agricul- 
tural Trade Development and Assistance Act of 1954, as amended 
(7 U. S. C. 1691 and the following), shall not be governed by the 
provisions of section 901 (b) of the Merchant Marine Act of 1936, or 
any other law relating to the ocean transportation of commodities, 
materials, and equipment on United States flag vessels. 

* * * * * * * 

Spec. 511. Revention anv Return or EquiemMent.—(a) No equip- 
ment or materials may be transferred under title I out of military 
stocks if the Secretary of Defense, after consultation with the Joint 
Chiefs of Staff, determines that such transfer would be detrimental 
to the national security of the United States, or that such equipment 
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or materials are needed by the reserve components of the Armed 
Forces to meet their training gerne 

(b) Any equipment, materials, or commodities procured to carry 
out this Act shall be retained by, or, upon reimbursement, transferred 
to and for the use of, such United States Government agency as the 
President may determine in lieu of being disposed of to a foreign 
nation or international organization whenever in the judgment of the 
President the best interests of the United States will be served thereby, 
or whenever such retention is called for by concurrent resolution. 
Any commodities so retained may be disposed of without regard to 
provisions of law relating to the disposal of Government-owned 
property, when necessary to prevent spoilage or wastage of such 
commodities or to conserve the usefulness thereof. Funds realized 
from any such disposal or transfer shall revert to the respective 
appropriation or appropriations out of which funds were expended 
for the procurement of such equipment, materials, or commodities or to 
appropriations currently available for such procurement. 

(c) The President shall make appropriate arrangements with each 
nation receiving equipment or materials on a grant basis under chapter 
1 of title I [( other than equipment or materials sold under the pro- 
visions of section 106)] for the return to the United States (1) for 
salvage or scrap, or (2) for such other disposition as the President 
shall deem to be in the interest. of mutual security, of any such equip- 
ment or materials which are no longer required for the purposes for 
which originally made available. 

*x * * * * * * 


CHAPTER 2. ORGANIZATION AND ADMINISTRATION 


Sec. 521. DELEGATION OF AUTHORITY BY THE era Pie 
Except as provided in subsection (b) and section 413 (b) (4), the Presi- 
dent may exercise any power or authority conferred i, ‘him by this 
Act through such agency or officer of the United States as he shall 
direct, and the head of such agency or such officer may from time to 
time promulgate such rules and regulations as may be necessary and 
proper to carry out functions under this Act and may delegate au- 
thority to perform any of such functions to his subordinates acting 
under his direction. 

(b) After June 30, 1955, the President shall exercise the powers 
conferred upon him under title III of this Act through the Secretary 
of State. 

(c) The President shall continue to exercise the powers conferred on 
him under chapter 3 of title I, relating to defense support, only through 
the Secretary of State and his subordinates. 

* * cd * * * * 


Sec. 523. Coorpination Wirn Foreign Po.ricy.—(a) Nothing 
contained in this Act shall be construed to infringe upon the powers 
or functions of the Secretary of State. 

(b) The President shall prescribe appropriate procedures to as- 
sure coordination among representatives of the United States Gov- 
ernment in each country, under the leadership of the Chief of the 
United States Diplomatic Mission. 
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(c) Under the direction of the President the Secretary of State shall: 
(1) coordinate the various forms of assistance authorized by this 
Act so that the foreign policies of the United States may be best 
served thereby: and 
(2) determine the value of the program under chapter 1 of title I 
for cP country. 

Sec. 524. Tue Secretary or Derense.—(a) In the case of aid 
under chapter 1 of title I of this Act, the Secretary of Defense shall 
have primary responsibility for— 

(1) the determination of military end-item requirements; 

(2) the procurement of military equipment in a manner which 
permits its integration with service programs; 

(3) the supervision of end-term use by the recipient countries; 

(4) the supervision of the training of foreign military personnel ; 

(5) the movement and delivery of military end-items; and 

(6) within the Department of Defense, the performance of any 
other functions with respect to the furnishing of military assist- 
ance. 

(b) The establishment of priorities in the procurement, delivery, 
and allocation of military equipment shall be determined by the 
Secretary of Defense. [The determination of the value of the pro- 
gram for any country under chapter 1 of title I shall be made by the 
President .J 

Sec. 525. Foreign OpreratTions ADMINISTRATION.—[Except as 
modified pursuant to this section or section 521, the Director of the 
Foreign Operations Administration (referred to in this chapter as the 
“Director’’) shall continue to perform the functions vested in him on 
the effective date of this Act, except insofar as such functions relate 
to continuous supervision and general direction of programs of mili- 
tary assistance.] The President may transfer to any agency or officer 
of the United States, and may modify or abolish, any function, office, 
or entity of the Foreign Operations Administration (including any 
function, office or entity thereof transferred to any other agency) or 
any officer or employee thereof, and may transfer such personnel, 
property, records, and funds as may be necessary incident thereto: 
Provided, That such authority conferred by this sentence shall be 
exercised in accordance with applicable laws and regulations relating 
to the Civil Service and Veterans’ Preference. 

* * * * ‘ ‘ * 

Src. 527. EMPLOYMENT OF PERSONNEL.—(a) Any United States 
Government agency performing functions under this Act is authorized 
to employ such personnel as the President deems necessary to carry 
out the provisions and purposes of this Act. 

(b) Of the personnel employed in the United States on programs 
setharined by this Act, not to exceed sixty may be compensated 
without regard to the provisions of the Classification Act of 1949, 
as amended, of whom not to exceed thirty-five may be compensated 
at rates higher than those provided for grade 15 of the general schedule 
established by the Classification Act of 1949, as amended, and of 
these, not to exceed fifteen may be compensated at a rate in excess 
of the highest rate provided for grades of such general schedule but 
not in excess of $19,000 per annum. Such positions shall be in addi- 
tion to those authorized by law to be filled by Presidential appoint- 
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ment, and in addition to the number authorized by section 505 of 
the Classification Act of 1949, as amended. 

(c) For the purpose of performing functions under this Act outside 
the continental limits of the United States, the Director may— 

(1) employ or assign persons, or authorize the employment or 
assignment of officers or employees of other United States Govern- 
ment agencies, who shall receive compensation at any of the 
rates provided for the Foreign Service Reserve and we by the 
Foreign Service Act of 1946, as amended (22 U. C. 801), 
together with allowances and _ benefits established. yo ‘under 
including, in all cases, post differentials prescribed under section 
443 of the Foreign Service Act; and persons so employed or 
assigned shall be entitled, except to the extent that the President 
may specify otherwise in cases in which the period of the employment 
or assignment exceeds two years, to the same benefits as are provided 
by section 528 of the Foreign Service Act for persons appointed 
to the Satake Service Reserve and, exc ept for policy-making 
officials, the provisions of section 1005 of the Foreign Service 
Act shall apply in the case of such persons; and 

(2) utilize such authority, including authority to appoint and 
assign personnel for the duration of operations under this Act, 
contained in the Foreign Service Act of 1946, as amended (22 
U.S. C. 801), as the President deems necessary to carry out a 
tions under this Act. Such provisions of the Foreign Service Act 
as the President deems appropriate shall apply to personnel ap- 
pointed or assigned under this paragraph, including, in all cases 
the provisions of sections 443 and 528 of that Act: Provided, 
however, That the President may by regulation make exceptions to 
the application of section 528 in cases in which the period of the 
appointment or assignment exceeds two years. 

(d) For the purpose of performing functions under this Act outside 
the continental limits of the United States, the Secretary of State 
may, at the request of the Director, appoint for the duration of opera- 
tions under this Act alien clerks and employees in accordance with 
applicable provisions of the Foreign Service Act of 1946, as amended 
(22 U.S. C. 801). 

* * * * * Pa * 

Sec. 534. Rerorrs.—The President, from time to time while funds 
appropriated for the purpose of this Act continue to be available for 
obligation, shall transmit to the Congress reports covering each six 
months of operations, in furtherance of the purposes of this Act, except 
information the disclosure of which he deems incompatible with the 
security of the United States. Reports provided for under this section 
shall be transmitted to the Secretary of the Senate or the Clerk of the 
House of Representatives, as the case may be, if the Senate or the 
House of Representatives, as the case may be, is not in session. 
Such reports shall include detailed information on the implementation 
of sections 504, 202, 400, 413 (b), and 418 of this Act. 

Sec. 535. Cooperation Wirth Nations AND INTERNATIONAL 
OrGANIZATIONS.—(a) The President is authorized to request the co- 
operation of or the use of the services and facilities of the United 
Nations, its organs and specialized agencies, or other international 
organizations, in carrying out the purposes of this Act, and may make 
payments by advancements or reimbursements, for such purposes, out 
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of funds made available for the purposes of this Act, as may be neces- 
sary therefor, to the extent that special compensation is usually 
required for such services and facilities: Provided, That nothing in this 
section shall be construed to authorize the delegation to any inter- 
national or foreign organization or agency of authority to decide the 
method of furnishing assistance under this Act to any country or the 
amount thereof. 

(b) Whenever the President determines it to be consistent with and 
in furtherance of the purposes and within the limitations of this 
Act, United States Government agencies, on request of international 
organizations, are authorized to furnish supplies, materials, and serv- 
ices, and on request of free nations, are authorized to furnish non- 
military supplies, materials, and services, to such organizations and 
nations on an advance of funds or reimbursement basis. Such ad- 
vances, or reimbursements which are received under this subsection 
within one hundred and eightv days after the close of the fiscal year 
in which such supplies, materials, and services are delivered, may be 
credited to the current applicable appropriation or fund of the agency 
concerned and shall be available for the purposes for which such 
appropriations and funds are authorized to be used. 

* * * * * * * 

Src. 537. Provisions oN Uses or Funps.—(a) Appropriations for 
the purposes of this Act (except for chapter 1 of title I [and section 
124]), allocations to any United States Government agency, from 
other appropriations, for functions directly related to the purposes of 
this Act, and funds made available for other purposes to any agency 
administering nonmilitary assistance, shall be available for: 

(1) rents in the District of Columbia for the fiscal year [1957] 
1958; 

(2) expenses of attendance at meetings concerned with the 
purposes of such appropriations, including (notwithstanding the 
provisions of section 9 of the Act of March 4, 1909 (31 U.S. C. 
673)) expenses in connection with meetings of persons whose 
employment is authorized by section 530 of this Act; 

(3) employment of aliens, by contract, for services abroad; 

(4) purchase, maintenance, operation, and hire of aircraft: Pro- 
vided, That aircraft for administrative purposes may be purchased 
only as specifically provided for in an appropriation or other Act; 

(5) purchase and hire of passenger motor vehicles: Provided, 
That, except as may otherwise be provided in an appropriation 
or other Act, passenger motor vehicles abroad for administrative 
purposes may be purchased for replacement only and such vehi- 
cles may be exchanged or sold and replaced by an equal number 
of such vehicles and the cost, including exchange allowance, of 
each such replacement shall not exceed $3,300 in the case of an 
automobile for the chief of any special mission or staff abroad 
established under section 526 of this Act: Provided further, That 
passenger motor vehicles may be purchased for use in the con- 
tinental United States only as may be specifically provided in an 
appropriation or other Act; 

(6) entertainment within the United States (not to exceed 
$15,000 in any fiscal year except as may otherwise be provided 
in an appropriation or other Act); 
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(7) exchange of funds without regard to section 3651 of the 
Revised Statutes (31 U.S. C. 543), and loss by exchange; 

(8) expenditures (not to exceed $50,000 in any fiscal year 
except as may otherwise be provided in an appropriation or other 
Act) of a confidential character other than entertainment: 
Provided, That a certificate of the amount of each such expendi- 
ture, the nature of which it is considered inadvisable to specify, 
shall be made by an officer administering nonmilitary assistance, 
or such person as he may designate, and every such certificate 
shall be deemed a sufficient voucher for the amount therein 
specified ; 

(9) insurance of official motor vehicles in foreign countries; 

(10) {rental of quarters outside the continental limits of the 
United States to house employees of the United States Govern- 
ment (without regard to section 322 of the Act of June 30, 1932, 
as amended (40 U.S. C. 278a)). lease, necessary repairs and 
alterations to quarters;] rental or lease outside the continental 
limits of the United States of offices, buildings, grounds, and living 
quarters to house personnel; maintenance, furnishings, necessary 
repairs, improvements, and alterations to properties owned or rented 
by the United States Government abroad; and costs of fuel, water 
and utilities for such properties; 

(11) actual expenses of preparing and transporting to their 
former homes in the United States or elsewhere, and of care and 
disposition of, the remains of persons or member of the families 
of persons who may die while such persons are away from their 
homes participating in activities carried out with funds covered 
by this subsection (a) ; 

(12) purchase of uniforms; 

(13) payment of per diem in lieu of subsistence to foreign par- 
ticipants engaged in any program of furnishing technical informa- 
tion and assistance, while such participants are away from their 
homes in countries other than the continental United States, at 
rates not in excess of those prescribed by the Standardized Gov- 
ernment Travel Regulations, notwithstanding any other provision 
of law; 

(14) expenses authorized by the Foreign Service Act of 1946, 
as amended (22 U.S. C. 801 and the following), not otherwise 
provided for; 

(15) ice and drinking water for use abroad; 

(16) services of commissioned officers of the Public Health 
Service and of the Coast and Geodetic Survey, and for the pur- 
poses of providing such services the Public Health Service may 
appoint not to exceed twenty officers in the regular corps to grades 
above that of senior assistant, but not above that of director, as 
otherwise authorized in accordance with section 711 of the Act 
of July 1, 1944, as amended (42 U.S. C. 211a), and the Coast and 
Geodetic Survey may appoint for such purposes not to exceed 
twenty commissioned officers in addition to those otherwise 
authorized ; 

(17) expenses in connection with travel of personnel outside the 
continental United States, including travel expenses of dependents 
(including expenses during necessary stopovers while engaged in 
such travel) and transportation of personal effects, household 
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goods, and automobiles of such personnel when any part of such 
travel or transportation begins in one fiscal year pursuant to 
travel orders issued in that fiscal year, notwithstanding the fact 
that such travel or transportation may not be completed during 
that same fiscal year, and cost of transporting to and from a 
place of storage, and the cost of storing, the furniture and house- 
hold and personal effects of any employee (i) for not to exceed 
three months after first arrival at a new post, (ii) when an em- 
ployee is assigned to a post to which he cannot take, or at which 
he is unable to use, his furniture and household and personal 
effects, [or] (iii) when such stor age would avoid the cost of trans- 
porting such furniture and effects from one location to another, 
(iv) when he is temporarily absent from his post under orders, or 
(v) when through no fault of the employee storage costs are incurred 
on such furniture and effects (including automobiles) in connection 
with authorized travel, under such regulations as an officer ad- 
ministering nonmilitary assistance, or such person as he may 
designate, may prescribe; 

(18) payment of unusual expenses incident to the operation 
and maintenance of official residences for chiefs of special missions 
or staffs serving in accordance with section 526 of this Act. 

(b) United States Government agencies are authorized to pay the 
costs of health and accident insurance for foreign participants in any 
exchange of persons program or any program of furnishing technical 
information and assistance administered by any such agency while 
such participants are en route or absent from their homes for purposes 
of participation in any such program. 

(c) Not to exceed [$12,000,000] $18,000,000 of the funds available 
[in the fiscal year 1957] for assistance in Korea under this Act may 
be used by the President to construct or otherwise acquire essential 
living quarters, office space, and supporting facilities in Korea for 
use by personnel carrying out activities under this Act. 

[Sec. 201. (c)] (d) Funds made available under [this title] section 
400 (a) may be used for expenses (other than those provided for under 
section [411 (c)] 4/1 (6) of this Act) to assist in carrying out func- 
tions under the Agricultural Trade Development and Assistance Act 
of 1954, as amended (7 U.S. C. 1691 and the following), delegated or 
assigned to any agency or officer administering nonmilitary assistance. 

(e) Funds available under this Act may be used to pay costs of training 
United States citizen personnel employed or assigned pursuant to section 
527 (ec) (2) of this Act (through interchange or otherwise) at any State or 
local unit of Government, public or private nonprofit institution, trade, 
labor, agricultural, or scientific association or organization, or commercial 
firm; and the provisions of Public Law 918, 84th Congress, may be used 
to carry out the foregoing authority notwithstanding that interchange of 
personnel may not be involved or that the training may not take place at 
the institutions specified in that Act. Such training shall not be con- 
sidered employment or holding of office under title 5, United States Code, 
section 62, and any payments or contributions in connection therewith 
may, as deemed appropriate by the head of the United States Govern- 
ment agency authorizing such training, be made by private or public 
sources and be accepted by any trainee, or may be accepted by and credited 
to the current applicable appropriation of such agency: Provided, how- 
ever, That any such payments to an employee in the nature of compensa- 
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tion shall be in lieu of or in reduction of compensation received from the 
Government of the United States. 


CuHapTEeR 3. RepEAL AND MISCELLANEOUS PROVISIONS 
* * * * * * * 

Sec. 543. Savina Provisions.—(a) Except as may be expressly 
provided to the contrary in this Act, all determinations, authorizations, 
regulations, orders, contracts, agreements, and other actions issued, 
undertaken or entered into under authority of any provision of law 
repealed by section 542 shall continue in full force and effect until 
modified by appr ‘opriate authority. 

(b) Where provisions of this Act establish conditions which must 
be complied with before use may be made of authority contained in 
or funds authorized by this Act, compliance with substantially similar 
conditions under Acts named in section 542 shall be deemed to con- 
stitute compliance with the conditions established by this Act. 

(c) No person in the service or employment of the United States or 
otherwise performing functions under an Act repealed by section 542 
or under section 408 shall be required to be reappointed or reemployed 
by reason of the entry into force of this Act, except that appointments 
made pursuant to section 110 (a) (2) of the Economic Cooperation 
Act of 1948, as amended, shall be converted to appointments under 
section 527 (c) of this Act. 

(d) Funds appropriated pursuant to provisions of this Act repealed 
by the Mutual Security Act of 1956 or the Mutual Security Act of 1957 
shall remain available for their original purposes in accordance with the 
provisions of law originally applicable thereto. References in any Act 
to provisions of this Act repealed or stricken out by the Mutual Security 
Act of 1957 are hereby stricken out; and references in any Act to provi- 
sions of this Act redesignated by the Mutual Security Act of 1957 are 
hereby amended to refer to the new designations. 

Sec. 544. AMENDMENTS TO OTHER Laws.—T[(a) Title X of the 
United States Information and Educational Exchange Act of 1948, 
as amended (22 U.S. C. 1431), is amended by adding the following 
new section: 

“INFORMATIONAL MEDIA GUARANTIES 


[‘‘Sec. 1011. The Director of the United States Information 
Agency may make guaranties, in accordance with the provisions of 
subsection (b) of section 413 of the Mutual Security Act of 1954, of 
investments in enterprises producing or distributing informational 
media consistent with the national interests of the United States 
against funds heretofore made available by notes issued to the Secre- 
tary of the Treasury pursuant to section 111 (c) (2) of the Economic 
Cooperation Act of 1948, as amended, for purposes of guaranties of 
investments: Provided, however, That the amount of such guaranties 
in any fiscal year shall be determined by the President but shall not 
exceed a0: ,000,000.’"J 

[(b)] (a) Section 1 of Public Law 283, Eighty-first Congress, is 
repealed. The Institute of Inter-American Affairs, created pursuant 
to Public Law 369, Eightieth Congress (22 U. S. C. 281), shall have 
succession until June 30, 1960, and may make contracts for periods 
not to exceed five years: Provided, That any contract extending 
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beyond June 30, 1960, shall be made subject to termination by the 
said Institute upon notice: And provided further, That the said Insti- 
tute shall, on and after July 1, 1954, be subject to the applicable pro- 
visions of the Budget and Accounting Act, 1921, as amended (31 
U.S. C. 1), in lieu of the provisions of the Government Corporation 
Control Act, as amended (31 U.S. C. 841). 

[(c) In section 4 of the Act of May 26, 1949 (63 Stat. 111, 5 U.S.C. 
15lc), insert after the words “such functions’ the following: “, 
including if he shall so specify the authority successively to redelegate 
any of such functions,”. 

{(d) In the first sentence of section 32 (b) (2) of the Surplus 
Property Act of 1944, as amended (50 U.S. C. App. 1641 (b) (2)), 
after “any agency thereof’, insert “including amounts received in 
repayment of principal or interest on any loan made under section 
505 (b) of the Mutual Security Act of 1954, as amended’’. 

[(e) Section 933 of the Foreign Service Act of 1946, as amended (22 
U. S. C. 1148), is hereby amended by inserting after “continental 
United States’’ where it appears in both subsection (a) and subsection 
(b) of that section ‘, its Territories and possessions,”’. 

[(f) Section 1441 (c) of the Internal Revenue Code of 1954 is 
hereby amended by inserting after paragraph (5) the following new 
paragraph: 

£6) PeER DIEM OF CERTAIN ALIENS.—No deduction or 
with-holding under subsection (a) shall be required in the 
case of amounts of per diem for subsistence paid by the United 
States Government (directly or by contract) to any nonresident 
alien individual who is engaged in any program of training in the 
United States under the Mutual Security Act of 1954, as 
amended.”’ 

L(g) Section 1011 of the United States Information and Educational 
Exchange Act of 1948, as amended (22 U.S. C. 1442), is amended by 
inserting ‘‘(a)’’ before ““The Director’’, by deleting everything after 
the words ‘‘national interests of the United States”, by inserting a 
period at that point, and by inserting the following new subsections: 

[‘‘(b). The Director is authorized to assume the obligation of not 
to exceed $28,000,000 of the notes authorized to be issued pursuant 
to subsection 111 (¢) (2) of the Economic Cooperation Act of 1948, 
as amended (22 U. S. C. 1509 (c) (2)), together with the interest 
accrued and unpaid thereon, and to obtain advances from time to 
time from the Secretary of the Treasury up to such amount, less 
amounts previously advanced on such notes, as provided for in said 
notes. Such advances shall be deposited in a special account in the 
Treasury available for payments under informational media 
guaranties. 

[‘‘(c) The Director is authorized to make informational media 
guaranties without regard to the limitations of time contained in 
subsection 413 (b) (4) of the Mutual Security Act of 1954, as amended 
(22 U.S. C. 1933 (b) (4)), but the total of such guaranties outstanding 
at any one time shall not exceed the sum of the face amount of the 
notes assumed by the Director less the amounts previously advanced 
on such notes by the Secretary of the Treasury plus the amount of 
the funds in the special account referred to in subsection (b). 

[‘‘(d) Eoreign currencies available. after June 30, 1955, from 
conversions made pursuant to the obligation of informational media 
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guaranties may be sold, in accordance with Treasury Department 
regulations, for dollars which shall be deposited in the special account 
and shall be available for payments under new guaranties. Such 
currencies shall be available, as may be provided for by the Congress 
in appropriation Acts, for use for educational, scientific, and cultural 
purposes which are in the national interest of the United States, and 
for such other purposes of mutual interest as may be agreed to by the 
governments of the United States and the country from which the 
currencies derive. 

[‘‘(e) Notwithstanding the provisions of subparagraph 413 (b) (4) 
(E) of the Mutual Security Act of 1954, as amended (22 U.S. C. 1933 
(b) (4) (E)), (1) fees collected for the issuance of informational media 
guaranties shall be deposited in the special account and shall be avail- 
able for payments under informational media guaranties; and (2) the 
Director may require the payment of a minimum charge of up to fifty 
dollars for issuance of guaranty contracts, or amendments thereto. 

[‘‘(f) The Director is further authorized, under such terms as he 
may prescribe, to make advance payments under informational media 
guaranties: Provided, That currencies receivable from holders of such 
guaranties on account of such advance payments shall be paid to the 
United States within nine months from the date of the advance pay- 
ment and that appropriate security to assure such payments is required 
before any advance payment is made. 

[‘‘(g) As soon as feasible after the enactment of this subsection, all 
assets, liabilities, income, expenses, and charges of whatever kind 
pertaining to informational media guaranties, including any charges 
against the authority to issue notes provided in section 111 (c) (2) of 
the Economic Cooperation Act of 1948, as amended, cumulative from 
the enactment of that Act, shall be accounted for separately from other 
guaranties issued pursuant to subsection 413 (b) of the Mutual Se- 
curity Act of 1954, as amended (22 U. S. C. 1933 (b)): Provided, 
That there shall be transferred from the special account established 
pursuant to subsection (b), into the account available for payments 
under guaranties other than informational media guaranties, an 
amount equal to the total of the fees received for the issuance of 
guaranties other than informational media guaranties, and used to 
make payments under informational media guaranties.”’. 

[(h) Section 104 (h) of the Agricultural Trade Development and 
Assistance Act of 1954, as amended (Public Law 480, Eighty-third 
Congress; 7 U. S. C. 1704), is amended by adding at the end thereof 
the following: ‘In the allocation of funds as among the various pur- 
poses set forth in this section, a special effort shall be made to pro- 
vide for the purposes of this subsection, including a particular effort 
with regard to: (1) countries where adequate funds are not available 
from other sources for such purposes, and (2) countries where agree- 
ments can be negotiated to establish a fund with the interest and 
principal available over a period of years for such purposes. 

[(i) Section 104 of the Agricultural Trade Development and Assist- 
ance Act of 1954 (Public Law 480, Eighty-third Congress; 7 U. 8S. C. 
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1704), as amended, is further amended by adding after paragraph (h) 
the following new paragraph: 

[‘‘(i) for financing the translation, publication, and distribu- 
tion of books and periodicals, including Government publications, 
abroad: Provided, That not more than $5,000,000 may be allo- 
cated for this purpose during any fiscal year.’’} 

(b) Public Law 174, Seventy-ninth Congress, as amended, is hereby 
further amended by striking out “31.5” in the proviso at the end of section 
"9 and inserting “33.33’’. 


* * - * 


Sec. 546. Consrruction.—(a) If any provision of this Act or the 
application of any arnyssae to any circumstances or persons shall be 
held invalid, the validity of the remainder of the Act and applicability 
of such provision to other circumstances or persons shall not be 
affected thereby. 

(b) Nothing in this Act shall alter, amend, revoke, repeal, or 
otherwise affect the provisions of the [Atomic Energy Act of 1946, as 
amended (42 U.S. C. 1801)] Atomic Energy Act of 1954, as amended 
(42 U.S. C. 2011). 

(c) Nothing in this Act is intended nor shall it be construed as an 
expressed or implied commitment to provide any specific assistance, 
whether of funds, commodities, or services, to any nation or nations, 
or to any international organization. 

[Sec. 547. Repuction or AuTHoRIzZATIONS.—Notwithstanding the 
foregoing provisions of this Act, such provisions shall not be construed 
to authorize the appropriation for the fiscal year 1955, for the pur- 
poses of titles I, I], and IV of this Act, of amounts (exclusive of 
unexpended balances of prior appropriations authorized to be con- 
tinued available under such provisions) aggregating in excess of 
$2,918,040,000.] 

Sec. 548. UNeExXPENDED BaLancrs.—Unexpended balances of funds 
made available under authority of this Act are hereby authorized to 
be continued available for the general purposes for which appro- 

riated, and may be consolidated with appropriations made available 
Sahiniae in fiscal year 1957 for the same general purposes under the 
authority of this Act. 

Sec. 549. SpeciAL PROVISION ON AVAILABILITY OF FuNDs.—An 
amount equal to 25 per centum of the funds authorized to be appro- 
priated for any fiscal year for purposes of [chapter 3 of title I,] 
title III[[,] or section 403 of this Act is authorized to be continued 
available for three months beyond the end of the fiscal year for which 
appropriated. 


Proviso IN SecTION 2 oF Pusiic Law 174, 79TH CoNnGREss 


Provided, That the percentage contribution of the United States to 
the total annual budget of the Organization shall not exceed [31.5] 
$3.33 per centum. 
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Section 104 (H) oF THE AGRICULTURAL TRADE DEVELOPMENT AND 
AssiIsTANCE Act oF 1954, as AMENDED (Pusiic Law 480, 83p 
Cona.) 


(h) For the financing of international educational exchange 
activities under the programs authorized by section 32 (b) (2) of the 
Surplus Property Act of 1944, as amended (50 U.S. C. App. 1641 (b)). 
In the allocation of funds as among the various purposes set forth in 
this section, a special effort shall be made to provide for the purposes 
of this subsection, including a particular effort with regard to: (1) 
countries where adequate funds are not available from other sources 
for such purposes, and (2) countries where agreements can be nego- 
tiated to establish a fund with the interest and principal available over 
a period of years for such purposes[.] such special and particular effort 
to include the setting aside of such amounts from sale proceeds and loan 
repayments under this title, not in excess of $1,000,000 a year in any 
one country for a period of not more than five years in advance, as may 
be determined by the Secretary of State to be required for the purposes of 
this subsection; 
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Mr. Morse, from the Committee on Foreign Relations, submitted 
the following 


MINORITY VIEWS 
Together with 
SUPPLEMENTARY VIEWS OF MR. LONG 
[To accompany 8S. 2130] 


1. INTRODUCTORY 


The Committee on Foreign Relations has reported 5. 2130 favorably 
to the Senate. I voted against this bill in committee and submit 
herewith, for the consideration of the Senate, the reasons for my 
opposition. 

Let me make clear at the outset that I yield to no member of the 
committee in my support of the concept of mutual assistance among 
nations. I am not unaware that in the kind of world in which we live 
our own safety as a nation is closely linked with the safety of other 
nations. I am not deaf to the sound of jet bombers and missiles 
overhead, and their implications for our international relations. Nor 
am I blind to the dangers to freedom implicit in the expanding power 
of totalitarian communism. I realize fully that the world changes 
into an ever-closer unit under the compulsion of technology. I 
know that these changes have required unusual measures of assistance 
to other nations and new ties with other nations and I have supported 
such measures and ties many times in the past. I shall support them 
again in the future. I shall support them, however, only when it is 
clear to me that such measures are essential to the national interest 
and the welfare of the people of the United States. I shall support 
them only when they do not do violence to the spirit of the Constitu- 
tion. I shall support them only when they are designed and pursued 
in accordance with the due processes of our system of government. 

When one of these measures or ties contributes, however, to a rising 
tide of anti-Americanism throughout the world—as foreign aid has 
contributed in recent years—lI believe the time has come to pause 
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and take stock. When foreign aid degenerates into a ritual of annual 
appropriations of vast sums of the taxpayers’ money without clear 
and adequate understanding or concern as to reasons for the expendi- 
tures, it is time to ask, What for? When billions of dollars are used 
to arm and support nations which have little sympathy with freedom, 
it is time to look very closely at the course on which we are embarked. 
When military and political aid goes to Communist or other totali- 
tarian countries of one stripe or another on the theory that we are 
building alliances in defense of freedom, it is time to ask ourselves 
what kind of alliances? On what side will these allies be if the bombs 
begin to fall? 

When the C ongress goes on year after year delegating ever-increas- 
ing authority over vast sums of money to the executive branch, it is 
time to ask what is happening to constitutional processes. What is 
happening to the authority of Congress over the Nation’s purse 
strings? 

These questions have troubled many Members of the Senate. Read 
through the debates of the past 2 or 3 years on foreign aid. In page 
after page the doubts are recited. The amount is too high. Aid in 
too many instances is making enemies, not friends of their people. 
Congress is recklessly abdicating its powers to the executive branch. 
Millions of dollars are being wasted on arms and other aid which may 
someday be turned against us, as it was in the Chinese Communist 
aggression in Korea 

All these doubts and others are what has been troubling Congress 
in approving foreign aid in recent years. It is no wonder that from 
year to year the votes against this policy v have been increasing in both 
Houses of Congress. 

What has been done to remedy this situation? Last year, in an 
effort to resolve the doubts, the Senate created a Special Committee 
To Study the Foreign Aid Program. That committee was composed 
of all the members of the Foreign Relations Committee—including 
the same members who have voted to report S. 2130 favorably to the 
Senate—and in addition the chairmen and ranking minority members 
of the Committee on Appropriations and the Committee on Armed 
Services. 

The special subcommittee spent almost a year in intensive study 
of every aspect of foreign aid. In the end, it brought in a unanimous 
report. Its report set forth in detail, the weaknesses, the fallacies, 
and the dangers which had accumulated in the aid program. It 
recommended that the aid program be continued if these weaknesses, 
fallacies, and dangers were eliminated and it outlined a series of 
recommendations to bring about the necessary changes. Its findings 
were realistic and its recommendations were constructive. 

The administration paid lipservice to the work of the special com- 
mittee. The administration acknowledged the need for most of the 
changes which the special committee declared were imperative for 
the continued usefulness of the aid program. Then the administra- 
tion proceeded to perpetrate a gigantic hoax on the Senate and the 
people of the United States. The legislation which it asked the 
Congress to approve gave the appearance of reform of the aid pro- 
gram in line with the special committee’s recommendations. In 
actuality, however, it perpetuated to a large extent the same kind of 
bureaucratic structure, the same kind of senseless waste of millions 
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of dollars of taxpayers’ money in futile and costly activities through- 
out the world. And, it sought to remove even more of the few 
remaining restraints and controls which Congress still exercises over 
this program. 

The Committee on Foreign Relations made some improvements in 
the measure as it was drafted by the executive branch. They are, in 
my opinion, only superficial improvements. They do not deal with 
the real problems inherent in this legislation. The »y do not stop the 
senseless waste of public funds on dangerous programs. They do not 
direct the preponderance of this aid into constructive relationships 
with the peoples of other lands. They do not put an end to the erosion 
of congressional controls over the aid program. 

}. 2130 was a bad bill when it was introduced in the Senate. It is 
still a bad bill as it comes from the Committee on Foreign Relations. 
The committee, in its treatment of this legislation, has accommodated 
the administration but it has done so by ignoring in large measure the 
key recommendations of the Senate’s own Special Committee To 
Study the Foreign Aid Program. 


2. SIZE OF AUTHORIZATION 


In the President’s budget for fiscal year 1958 the sum of $4.4 bil- 
lion was projected for foreign aid. After a wave of protest had spread 
through the United States and the Congress at the size of this figure, 
the President announced a reduction of $500 million in the military 
aid aspects of foreign aid. The contention was made before the 
committee that this was a genuine reduction in foreign aid. No ad- 
ministration witness, however, provided convincing testimony that 
this was actually the case. The evidence suggested on the contrary 
that the administration had merely asked for $500 million too much 
for military aid in fiscal year 1957, which it could not spend in that 
year. if it, were permitted to carry over that amount, it then could 
do with a budgetary estimate of $500 million less in fiscal year 1958. 

The administration did ask for the carryover authority, and 5S. 2130 


éé 


grants that authority. The $500 million “saving” is a bookkeeping 


transaction made possible by extravagent budgetary estimates in 
fiscal year 1957. It is not a reduction in military aid. 

The committee did make a real cut in the total request for foreign 
aid. It reduced the measure overall by about $227 million. I do 
not wish to belittle that achievement, but I must question its ade- 
quacy. It is but a spit in the ocean of foreign-aid waste. 


3. MILITARY AID 


The largest grant of foreign aid (as distinct from loans) is contained 
in title I of S. 2130. This title authorizes $1.8 billion for military 
aid, a figure which represents only a $100 million reduction in the 
President’s request. To obtain the true picture of what is really 
available for military aid, however, it is necessary to add the $500 
million carryover of military aid from fiscal year 1957 to this figure. 
What this bill now does is to permit 4 President to spend $2.3 
billion, not $1.8 billion for military aid in fiscal year 1958. It goes 
further, moreover, and authorizes an addition: ul $1.5 billion for mili- 
tary aid in fiscal vear 1959. 
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How are these funds to be spent? They are to be spent to supply 
arms and ammunition to nations from one end of the clobe to another, 
They will be used to build up the armed forces of both democratic 
nations and totalitarian nations, advanced nations and primitive na- 
tions, friendly nations and those that are not so friendly—and all in 
the name of the defense of freedom. 

Will the people of the United States know to what nations and in 
what amounts this military aid is being supplied? They will not know 
because this information is concealed under the official stamp of 
“‘secret.”’ 

[ have lodged a protest in the committee against this practice and 
1 lodge another in this re port. The committee has heard, in m 
opinion, no convincing reason for these figures to be hidden under the 
imprimatur of secrecy. They are fairly well known in foreign coun- 
tries. They are often discussed as common knowledge in foreign 
countries. Yet Congress is enjoined from having them in public. 
The people whom Members of C ongress represent cannot even know 
what their Representatives are voting for. 

It is my opinion that if the American people knew the details about 
the expenditure of their tax dollars by this administration in foreign 
aid, their protests would be so vehement and demanding that the 
Congress would be forced by political repercussions to revise drastically 
the foreign aid program. ! am convinced that if the American people 
knew the facts that are now kept from them by the use of the label of 
political expediency called top secret, they would demand a cutback 
in pee aid expe vane 's and a revision of foreign aid policies. 

o long as I feel that the foreign aid program is not being ad- 
siidinkenee in keeping with a basic safeguard of democratic procedure, 
namely, full disclosure to the public of governmental facts, I shall 
continue to oppose the policies of government by secrecy which this 
administration follows to far too great an extent. 

One reason for my dissent from the recommendations of the majority 
of the Foreign Relations Committee members is my belief that the 
committee should insist on a greater degree of public disclosure of the 
facts concerning the places w here the mone v is to be spent and the pur- 
poses for which it is to be spent. The money we are dealing with in 
this bill does not belong to the Congress of the United States; it does 
not belong to the President of the United States; it belongs to the 
people of the United States, and they are entitled to know what is 
being done with it. 

[f we are to keep this country free and avoid a trend to government 
by men instead of strengthening government by law, Congress must 
not abdicate its constitutional duty to exercise checks upon the execu- 
tive branch of Government. The majority of the committee cannot 
cover up with language the fact that in essence it is recommending an 
increased delegation of arbitrary discretionary power to the executive 
branch of Government, and in particular to the President of the 
United States. This delegation of power goes far beyond the delega- 
tion of administrative duties necessary to carry out congressional 
policy. The delegation of power to the Executive inherent in the 
position taken by the majority of the committee is a delegation of 
legislative policymaking power to the President of the United States 
over foreign economic and military aid. It is a dangerous principle. 
It endangers our historic concepts of constitutional checks and bal- 
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ances. Lt endangers the legislative process because it amounts in part 
to authorizing the executive branch—under the guise of carrying out 
administrative functions—to in fact make legislative policy decisions. 

The proposal of the majority to require the President to file reports 
with the Congress advising the Congress as to what action he has 
taken or in some instances what action he proposes to take in carrying 
out the foreign aid program is not an effective check upon rule by the 
Executive. It is at best a proposal to lock the stable door after the 
horse has been stolen. 

The Presidential report filing procedure involves a serious weaken- 
ing of an historic policy precious to the rights of free men and women 
that under our Constitution legislative decisions are for the Congress, 
and the administration and execution of legislative policies in con- 
formity with the spirit and intent of Congress are for the executive. 

For too many years now, in our country, under both Democratic 
and Republican administrations, there has been an eroding away of 
legislative responsibility clearly vested in the Congress by our con- 
stitutional fathers. It must stop if we are to preserve the position 
of Congress in our constitutional system of government. We should 
start with this foreign aid bill by modifying those parts of it that 
seek to expand arbitrary and discretionary power of the executive 
branch of the Government in the determination of foreign aid policies. 

The testimony before the committee gives no evidence of any over- 
riding security reason for secrecy on how much money is given to 
each country for military aid. It may be a convenience for the 
executive branch not to have to tell the people of the United States 
how many millions of their hard-earned dollars are going to Yugo- 
slavia, to Spain, to Pakistan, to Formosa, to Japan. It may be a 
convenience to that branch but it is an inexcusable affront to the 
democracy of the United States. 


4. DEFENSE SUPPORT 


The second Jargest item of gifts included in the bill is $800 million 
for defense support for fisc al year 1958. Again, this represents a 
genuine committee reduction of $100 million from the President’s 
request. But again, the committee has gone further, at the request 
of the executive branch, and has already authorized an additional 
$710 million for defense support in fiscal year 1959. 

Defense support, as the executive branch emphasizes, is made 
necessary only because of the military aid we give to other countries. 
Those countries cannot support the armed forces that our military 
aid makes possible so we are compelled therefore to give them eco- 
nomic aid to sustain the burden of these forces. Thus, the vicious 
cycle is complete. The taxpayers’ funds are poured out for military 
aid. Then huridreds of millions more are added for defense support 
so that military aid can be continued. Thousands of officers of the 
armed services go overseas at high pay and privilege to administer the 
military aid. Then hundreds of civilians go over at high pay and 
privilege to administer the defense support that makes the military 
aid possible. All the while, most of the peoples of the recipient 
countries just manage to keep their heads above water while a few 
manage to get rich on the parade of American military and civilian 
officials and the streams of dollars pouring into these countries, all at 
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the expense of the American taxpayers. Necessary reforms are put 
off. Recipient governments are under no pressure to be responsible 
to their peoples since American aid can always be counted on to rescue 
them. ‘They are under pressure to keep their armies big so American 
dollars will keep on coming. This is, to say the least, a fantastic 
formula for futility. 

Is it any wonder that the tempo of opposition to foreign aid quickens 
among the people of the United States? Is it any wonder that the 
tide of anti-Americanism rises throughout the world? Is it any 
wonder that riots against the United States break out in Formosa, 
one of the chief rec ipients of aid? 

Yet, when the Senator from Montana [Mr. Mansfield] proposed in 
committee that military aid and defense support, together, be re- 
duced a total of $800 million, in an effort to curb this strange and 
costly procedure, his proposal was rejected by the Committee on 
Foreign Relations. The committee majority contented itself with a 
mere reduction of $100 million for each type of aid. 

In doing so, they accommodated the executive branch but they did 
not give adequate attention to the observations of the special com- 
mittee. The report of that committee had raised the whole issue of 
how well military aid and supporting aid were integrated into our 
strategic concepts of national defense and our foreign policy generally, 

Many of the special committee’s observers had ‘Taised questions as 
to the level of armaments being fostered in some countries. They 
had also pointed out that in some cases the types of arms were ill- 
suited, too complex and too costly for these countries. They had 
indicated the dangers of military aid promoting a competition among 
recipients for ever-increasing amounts of arms from the United States 
and ever-increasing amounts of defense support aid in order to main- 
tain those arms. Finally, the special committee report and the hear- 
ings before the Foreign Relations Committee on this bill leave no 
doubt that unrealistic exchange rates are adding tens of millions of 
dollars annually to the cost of defense support to the people of the 
United States while enriching a few speculators and importers in the 
recipient countries. 

This country needs allies and, in some cases, extraordinary military 
and support aid may be necessary to assist them in resisting dangerous 
totalitarian pressures from within and without. That was true when 
NATO was organized. This country does not need and should not 
seek, however, perpetual dependents anywhere in the world. If our 
aid tends to produce a continuing and increasingly expensive de- 
pendency in any country, then it does violence both to our best 
interests and to the best interests of the peoples in the recipient 
countries. Aid in this pattern may help to prop up an irresponsible 
government which professes friendship for this country and flatters 
the administrators of this program. Sooner or later, however, the 
people of this country will pay a terrible price for this unmitigated 
folly. 


5. CONTINUING AUTHORIZATIONS 


As already noted, this bill authorizes not only excessive appropria- 
tions for fiscal year 1958, but it goes beyond that and authorizes large 
sums for fiscal vear 1959. W hat this means is that next year military 
aid and defense support will not be reviewed by the Foreign Relations 
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Committee and the Armed Services Committee. The amounts which 
may be requested 1 in fiscal 1959 shall be reviewed only by the Appro- 
riations Committee. 

With all due respect to the able members of the latter committee, 
they cannot and ought not to be expected to review the strategic and 
foreign policy implic: ations inherent in these aid programs. That is a 
responsibility which falls to the members of the Armed Services 
Committee and the Foreign Relations Committee who have special- 
ized in these matters. 

To grant a 2-year authorization for these programs, as S. 2130 
does, amounts to an abdication of responsibility by the Committee 
on Foreign Relations. Again, it has taken place in order to accom- 
modate the wishes of the executive branch. Again, it has been done 
by ignoring the unanimous rec ommendations of the Senate’s own 
Special Committee To Study the Foreign Aid Program. 

That committee had this to say of military aid: 


Congress should continue to authorize appropriations an- 
nually, pending a clear determination of the role of military 
aid in the total strategy of national defense. 


And of defense support, the special committee had this to say: 


The committee believes that any changes in legislation 
which would deny to the Senate an annual review of sup- 
porting aid would raise dangers of failures to adjust this 
aid to changing circumstances. It would raise dangers of an 
undue expansion of supporting aid programs and unnecessary 
and excessive demands on the resources of this country. 


That is a wise recommendation and it is in accord with existing prac- 
tices. Until now, the tendency of the executive branch to engage in 
useless and ever-increasing and costly military and related aid : activi- 
ties abroad has been held in check to some extent by the need to 
justify their programs each year before the Committee on Foreign 
Relations. That restraint is now removed. For 2 years, that branch 
can do what it pleases, when it pleases and where it pleases. They 
need only to come back and ask the Appropriations Committee for 
more money in fiscal 1959. Will the Appropriations Committee at 
that time see fit to deny what the Foreign Relations Committee has 
already authorized? 


6. DEVELOPMENT LOAN FUND 


This bill represents an improvement in one respect over past legis- 
lation of this kind. It makes an effort in title II to bring together all 
assistance for the economic development of other countries into a 
single ‘“‘development loan fund” and to place this aid on a self-liqui- 
dating basis. It provides $500 million for fiscal year 1958 for repay- 
able loans to get this fund started. In theory, this change is sound 
and it is in accord with the recommendations of the special committee. 

At this time, however, no one knows how the new fund will work. 
No one knows how the fund will affect other foreign lending activities 
of this Government. The Export-Import Bank, for example, has 
several billion dollars outstanding in sound loans to countries all 


over the world. Will this fund jeopardize or supplement the activity 
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of the Export-Import Bank? How will it affect the International 
Bank? How will it affect private investment overseas? 

Further, no one knows whether all development aid under S. 2130 
will in fact be channeled through the fund on a repayable basis as it 
is clearly the intention of the committee that it should be. Will de- 
velopment aid still go out on a grant basis, camouflaged under defense 
support or some other title of this bill? 

These are highly pertinent questions. Yet, the Committee on 
Foreign Relations did not receive full and complete answers to them. 
The committee did write in a desirable safeguard in the form of an 
Advisory Loan Committee but that, in itself, is not sufficient to assure 
that the fund will be run in a sound fashion. 

There is no question that a need existed to get this fund started 
promptly, and obviously all doubts could not be resolved at this time, 
if that were to be done. If the committee had been content to pro- 
vide $500 million to get the fund underway in fiscal 1958, it would 
have been possible for Congress to consider the implications of the 
fund in detail during the next few months and then write intelligent 
permanent legislation for it. 

That, however, is not what the Committee on Foreign Relations 
has done. By approving this bill, it does indeed authorize $500 
million to begin operations of the fund during fiscal 1958. But again, 
to accommodate the administration, it goes beyond that. It author- 
izes the operators of this fund to borrow from the Treasury of the 
United States $750 million in fiscal year 1959 and another $750 
million in fiscal year 1960. It empowers the operators to borrow this 
$1.5 billion additional without further authority or action on the part of 
the Congress. In effect then, this legislation places not a $500 million 
fund but a $2 billion fund at the disposal of the executive branch 
and Congress will have nothing more to say in the matter unless it 
raises specific objections. The Senate is being asked to grant this 
authority, not after the careful consideration and the passage of the 
protective legislation which went into the creation of the Export- 
Import Bank or a Reconstruction Finance Corporation or a Home 
Owners Loan Corporation. It is asked to do so in haste, in a title of 
an omnibus bill designed for a multiplicity of purposes. 

To accommodate the executive branch in this matter, the majority 
of the Committee on Foreign Relations ignored the advice of the 
Senate’s own special committee. The special committee had endorsed 
the desirability of a revolving fund but it had this to say about its 
organization: 


This fund is too important to be set up in haste. Interim 
measures may be necessary, but the fund should not be 
established in permanent form until its implications have 
been fully examined by the executive branch and the appro- 
priate committees of Congress. 


I agree fully with that recommendation. I think that it would 
have been met if this legislation had provided for only $500 million to 
get the fund started in 1958 while a full study was made of the idea and 
legislation with adequate safeguards to deal with this highly complex 
and technical operation was prepared i in the appropriate committees. 
I cannot endorse the blanket authority to lend or otherwise advance $2 
billion of the taxpayers’ funds to other nations, the authority which 
Congress will in fact delegate to the administration under this act. 
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7. SPECIAL ASSISTANCE 


There is one other major title of this bill to which I take objection. 
Title [V provides for what is called special assistance. Part of this 
aid is earmarked for a variety of worthy purposes. Part is for more 
dubious purposes such as the continued subsidies of tyrannical gov- 
ernments in the Middle East. And part of this aid is not earmarked 
at all. A total of $100 million is made available to be used at the 
discretion of the President. He can use it for humanitarian purposes, 
for military purposes, for political purposes, or for whatever else may 
suggest itself. There is no significant limitation on this discretionary 
power, and little accountability as to how it is exercised. 

My objections to this title are two and they are simple. I object 
to the erosion of congressional authority over the expenditure of pub- 
lic funds which the discretionary power implies. I object to the size 
of the expenditures which are allowed for this purpose. Not only 
does title [V place $100 million at the complete disposal of the Presi- 
dent. It also permits him to transfer an additional $150 million from 
other parts of the bill to be used also at his discretion. 

The Committee on Foreign Relations reduced the authorization 
under title 1V from $300 million to $250 million. That was, in my 
opinion, a meritorious action. It simply does not, however, go far 
enough. It is conceivable that some discretion may be necessary 
for the President to meet emergeney situations abroad. There is 
nothing to suggest the amount made available for this purpose ought 
to be as large as is still provided for in this legislation. 


CONCLUDING COMMENTS 


Two of my colleagues, Senator Langer and Senator Long, joined 

with me in voting against S. 2130 in committee. I have not invited 
them to join with me in this minority report, because I feel so deeply 
about what I consider to be a serious weakening of the legislative 
functions of Congress as symbolized by this bill as it came out of 
committee, that I decided to present this minority report as my 
individual views. Senator Long has added his views to the end of 
this report. I wish to make clear, however, that I join with Senator 
Langer and Senator Long in their major objection to the bill on the 
ground that hundreds of millions of dollars of taxpayers’ money 
could be saved by reductions in many of the items in the bill. Iam 
convinced that many savings can be made without weakening our 
defenses in the slightest degree. In fact, it is my judgment that 
reductions in the bill would strengthen, rather than weaken, the 
security of my country. I am unable to see how waste of the tax- 
payers’ money strengthens the defenses of America, In the last 
analysis, a strong economy is essential to a strong defense. 
_ Furthermore, it needs to be stressed that powerful political forces 
in our country have succeeded in convincing many Americans that 
our military budget is an untouchable sacred cow. Whenever a 
Member of Congress suggests that the Military Establishment is in 
need of a thorough revision, he must expect to be attacked and 
criticized on the basis of the false charge that he advocates a weakening 
of our defenses and a risking of our national security. 

Such charges are nonsense, and the people need to be awakened 
to that fact quickly. There is no place in America for a military junta. 
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We must not countenance in America any weakening of the histori¢ 
principle that military affairs must always be subjected to the strictest 
civilian inspection, control, and policymaking. The time has come 
to put the military budget on the legislative operating table and 
remove some of the cancerous growths from our body politic. 

The nuclear age is upon us. The military tactics and strategies 
of World War II and the Korean war, including both combat and the 
general defense of the Nation, are now obsolete. Yet we continue to 
pour hundreds of millions of dollars into a military establishment of 
our own and of foreign nations which are being spent on obsolete pro- 
crams. We waste manpower, and spend hundreds of millions of dol- 
lars of the taxpayers’ money in the wasting of that manpower. 

One of our allies, Great Britain, appears to be far ahead of us in 
the recognition of the need for a thorough revision of its military pro- 
gram, with resulting reductions in its cost. It is interesting to note 
that some of the American officials, in attempting to alibi our failure 
to reorganize our own defense program as Great Britain is doing, 
charge that Britain is bringing about great economy in her defense 
because she is planning to rely upon American defenses for her secu- 
rity. An adequate reply to that false charge is to say ‘Tell it to the 
British.” I am satisfied that her defense progré mn will not be based 
upon a national policy of becoming a defense satellite of the United 
States. 

What is happening in fact is that Britain’s leaders a that the 
nuclear age calls for a reorganized defense program. As long as the 
Congress of the United States continues to appropri: ate ‘the billions of 
dollars it is now appropriating to our own and to foreign military 
establishments with as little control over the actual expenditure of 
the funds by the military and over determination of the policies upon 
which the expenditures are based as now exists, we will continue to 
waste billions of dollars. 

This year is the time to call a halt in this waste. This foreign 
military aid bill is the place to start. It is my hope that the full 
Senate will adopt amendments reducing substantially the military 
authorizations called for in this bill. 

S. 2130 brings to a head an issue which deeply disturbs many 
people of my State and many people throughout the entire United 
= utes. The issue is whether the Senate is going to go on year after 

ar with a program that has already diva $60 billions in expendi- 
tives in a decade and which in recent years has brought the Nation 
only increasing harvests of ill will abroad. Or is the Senate going to 
make the kind of thoroughgoing revision of this program that it must 
have if it is to serve the interests of the people of the United States, 
the ordinary people of other countries and the peace of the world? 

The Senate established the Special Committee To Study the 
Foreign Aid Program. The report of that committee pointed the 
way to the kind of revision that is needed. 

If the recommendations of the special committee are followed more 
closely this bill can be revised so as to remake the foreign aid program 
into an undertaking worthy of the support of the Senate of the 
United States. The cant and subterfuge which the executive branch 
has introduced into this legislation can be eliminated. The erosion 
of congressional powers can be stopped. Hundred of millions of 
dollars of the taxpayers’ funds can be saved. I submit that this kind 
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of revision has not been made by the majority of the Committee on 
Foreign Relations. And until it is made this bill is a hoax. It does 
not fully meet the needs of the citizens of the State of Oregon or any 
State. It does not warrant the approval of the Senate of the United 
States. 
Wayne Morsg, 
Senator from Oregon. 


. 
| 
} 
i 
| 
iI 
| 
| 
\ 
\ 











SUPPLEMENTARY VIEWS OF SENATOR LONG 


While I agree, in the main, with the views of Senator Morse on the 
foreign aid bill, I do not subscribe to his view regarding the special 
assistance funds entrusted to the discretion of the President. 

The bill reported to the Senate represents little more than an edu- 
cated guess as to the amount that should be necessary for foreign aid 
purposes. 

It is significant that the committee recommends $300 million less 
for military aid in fiscal 1959 than in fiscal 1958. It recommends $90 
million less defense support in fiscal 1959 than in fiscal 1958. No 
evidence was presented for the second year, therefore, the two guesses 
had to be calculated based on a single year’s presentation. When 
the committee recommends that the administration should trim its 
foreign aid sails by approximately 20 percent next vear, the question 
arises—why not now? 

Those voting for the full amount of foreign aid are too willing to 
tolerate widespread waste and inefficiency beyond anything ever 
experienced in this country as a necessary evil in a program which is 
meritorious in general. I disagree. In some instances, a single un- 
wise and inexcusable asia ‘ratic decision in Washington is costing 
this Nation as much as $100 million each year. 

Knowing of the enormous waste and bureaucratic blundering in the 
administration of the foreign aid program, Congress, in granting 
practically the full amount of the foreign aid request, would be tacitly 
approving extravagance. The only way to squeeze out the waste 
and force the administration to make better use of the funds available 
is to reduce the amount of funds approved. 

Americans are being misled when they are told that foreign aid is 
a substitute for a considerable part of our own defense budget. Of 
the 68 countries receiving foreign aid assistance from this Nation, it is 
a mistake to conclude that more than a few would dare participate in 
a war between two great atomic powers. 

Foreign aid expenditures can implement our foreign policy, and 
assist friendly nations to maintain their internal stability. Foreign 
aid expenditures can strengthen anti-Communist powers and thereby 
lessen the likelihood that those powers will be attacked. 

Yet foreign aid expenditures have not and cannot assure us that 
war will not be waged upon the United States or that we may not be 
compelled to fight without substantial help from our erstwhile friends. 
We need look back no further than the Korean war to satisfy ourselves 
of that conclusion. 

Meanwhile, spreading our resources among 68 other powers has 
liabilities as well as assets. We should not forget that the more we 
reduce our own strength and resources, the less we will have available 
for the direct control of this Nation in its defense and its growth. 


Russett B. Lona. 
12 
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INCREASING THE AUTHORIZATION FOR APPROPRIA- 
TIONS FOR THE HOSPITAL CENTER AND FACILITIES 
IN THE DISTRICT OF COLUMBIA 


June 10, 1957.—Ordered to be printed 


Mr. Morss, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany §. 2194] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2194) to increase the authorization for appropriations for 
the Hospital Center and facilities in the District of Columbia and for 
other purposes, after full consideration, report favorably thereon, 
without amendment, and recommend that the bill do pass. 

The purpose of this bill is to amend the act of August 7, 1946, pro- 
viding for the establishment of a modern, adequate, and efficient 
hospital center in the District of Columbia (60 Stat. 896), by author- 
izing an increase in the appropriations from $35 million to $36,710,000, 
and by extending the period of authorization for appropriations to 
carry out the purposes of the act from the present expiration date of 
June 30, 1957, to June 30, 1958. 

The additional amount of $1,710,000, together with the balance of 
funds previously authorized but unappropriated in the amount of 
$290,000 will provide the sum of $2 million. The sum of $1,240,000 
is presently on hand and allocated for the purchase of equipment, 
furniture, and supplies, and this amount, together with the sum of 
$2 million will permit a total expenditure for this purpose in the amount 
of $3,240,000. The unanimous medical testimony developed in the 
hearings was to the effect that it would take this amount properly to 
equip and furnish the Hospital Center and related facilities. The 
additional authorization requested will not be more than 10 percent 
over the estimates fixed under existing law. 

Construction of the Hospital Center is rapidly nearing completion 
which current progress indicates will be by October 1, 1957. The 
point has been reached where it is necessary to procure the necessary 
equipment, furnishings, and supplies to enable operations to com- 
mence and function as a complete hospital on schedule. Due to the 
substantial increase in construction costs, funds are not available to 
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permit the purchase of the necessary equipment for the hospital 
within the present limit of cost of $21,700,000. The necessary 
equipment and supplies are currently estimated at $3,240,000, and 
represents the considered opinions of the medical staffs of the three 
articipating hospitals—Emergency, Garfield, and Episcopal Ear, 
ive, and Throat—of their minimum requirements for a project of 
this magnitude. 

The Bureau of the Budget concurs in the extension of the period of 
authorization, but dissents as to the amount of additional appropria- 
tion authorization needed, holding that an increase of $500,000 would 
be sufficient. The position of the Bureau of the Budget, which was 
necessarily adopted by the General Services Administration and a 
majority of the Board of Commissioners of the District of Columbia 
was based on three factors: (1) failure to make adequate provision 
for using present equipment and supplies now available to the three 
participating hospitals; (2) overstatement of requirements and of cost 
increases since the initial estimate was made; and (3) that air-condi- 
tioning of the nurses’ quarters would be contrary to policies followed 
in providing funds for Federal hospitals. 

In the view of the committee the Bureau of the Budget position 
was not sustained by the testimony of the medical witnesses. The 
president of the medical staff, Episcopal Hospital, for example, stated: 





* * * when the doctors of the Episcopal Hospital had seen 
the number of things that had been eliminated from the 
hospital because of this deficiency in money, that many of 
them felt they would probably be better off where they are, 
in their old quarters, rather than to attempt to treat patients 
in a building that may be very new but has nothing with 
which to operate. 


The president-elect of the Medical Society of the District of Co- 
lumbia stated: 


Although the buildings have been completed, the hospital 
cannot be opened because patients cannot be cared for with- 
out proper equipment. Much of the equipment in the par- 
ticipating hospitals is obsolete. The entire goal of the act 
of August 7, 1946, to provide for the establishment and 
equipment of a modern, adequate, and efficient hospital 
center in the District of Columbia will be lost if this hospital 
center is not properly equipped. ‘The people of the entire 
metropolitan area will suffer. 


The committee noted that as late as April 26, 1957, the General 
Services Administration recommended to the Bureau of the Budget 
the additional authorization requested by this bill. Page 1 of a 
document entitled “Supplemental Estimate of Appropriation, 1957, 
‘Hospital Facilities in the District of Columbia,’” prepared by the 
General Services Administration on that date states: 


The act of August 7, 1946 (60 Stat. 896), as amended (65 
Stat. 657), authorized $35 million to be appropriated at such 
times and in such amounts as the Congress shall determine, 
for the establishment, in the District of Columbia, of a 
modern, adequate, and efficient hospital center, and for mak- 
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ing of grants for hospital facilities to private agencies in the 
District of Columbia and for other purposes. Of this amount 
all but $290,000 has been appropriated. An additional ap- 
propriation in the amount of $2 million is necessary to com- 
plete equipping the hospital center. This will require a net 
increase of $1,710,000 in the amount authorized to be appro- 
priated. Proposed legislation to provide the additional au- 
thorization needed to complete the hospital program has 
been submitted to the Bureau of the Budget for clearance. 


In reviewing the items of equipment deleted or reduced by General 
Services Administration at a later date, the committee noted such 
items as— 








Item | Amount | Note 

os | 
X-ray suite.........- a 
Eye clinic, ocular motility clinic, opthalmic pathology lab- | 

ratory facilities, rehabilitation of the blind facilities_.._....- | 61, 521. 58 Do. 
I PRIN. 6: Snd usd dw bod aking wbadaieimeioMadidnudicon 500, 000.00 | Reduced from $548,111. 
EE ee eae | 6, 800.00 | Deleted. 
SE GE GIN GINO) oc ccnencnnscecccadscnsnesonmese 10, 911. 47 Do. 
I asd cishceacntiniadtndibanentnindmeuniieds | 11, 825.00 Do. 








It was through the elimination of items, of which the foregoing is a 
art, that savings in the amount of $750,000 under the Bureau of 
udget revisions were sought. The elimination of air conditioning in 

the nurses’ quarters would have made a $460,000 reduction, and the 
increased authorization that the Bureau of the Budget would be will- 
ing to sanction would have amounted to $500,000, thus accounting for 
the oy 10,000 increased authorization that your committee recom- 
mends. 

It was noted from the testimony that the Hospital Center is not a 

Federal establishment and hence that the policy of the Bureau of the 
Budget with respect to air conditioning does not pertain. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


(60 Srar, 896) 


Sec. 6. For carrying out the purposes of this Act, including admin- 
istrative expenses, there is hereby authorized to be appropriated dur- 
ing the period ending [June 30, 1957] June 30, 1958, the sum of 
[$35,000,000] $36,710,000 to be appropriated at such times and in 
such amounts as the Congress shall binine. 


O 
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PROVIDING PERMANENT CERTIFICATION FOR STATES- 
ALASKA AIR CARRIERS 





June 11, 1957.—Ordered to be printed 


Mr. Maanuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1873] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1873) to amend section 401 (e) of the Civil 
Aeronautics Act of 1938 in order to authorize permanent certification 
for certain air carriers operating between the United States and 
Alaska, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 


1. PURPOSE OF THE BILL 


S. 1873 would amend section 401 (e) of the Civil Aeronautics Act of 
1938 by providing means for permanent certification for certain air 
carriers operating between the United States and the Territory of 
Alaska. To qualify, such carriers would have to make application to 
the Civil Aeronautics Board within 120 days from the date of enact- 
ment of this legislation, and show that on January 1, 1957, and until 
the date of enactment, they were continuously operating under a 
temporary certificate of public convenience and necessity. If the 
foregoing could be shown by the carriers, unless the service rendered 
during such period was inadequate and inefficient, certificates of 
unlimited duration ‘‘shall” be issued. 

The bill would enable each of the qualified carriers to more econom- 
ically, efficiently, and satisfactorily provide air service over important 
routes which are of great significance to the welfare of the citizens in 
Alaska and of substantial importance to the defense effort in that part 
of the world. Continued development of the resources of the Terri- 
tory of Alaska is a matter of significance to the whole country, and the 
efforts of the States-Alaska air carriers to aid in that development 
must be encouraged. 
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The three United States carriers that would be affected by the bil} 
are Alaska Airlines, Inc., Northwest Airlines, Inc., and Pacific North. 
ern Airlines, Inc. 

2. COMMITTEE ACTION 


_ This legislation was introduced by the chairman of your committee 
in recognition of the fact that the affected air carrier routes have 
become an integral part of our national transportation system and are 
providing services which are essential to the national interest in the 
continued development of economic and military assets of Alaska. It 
is felt that the qualified carriers are entitled to permanent certification 
on their States-Alaska routes in order to permit them to become more 
self-sufficient. 

Your committee held open hearings on legislation designed to accom- 
plish the purposes of this bill on March 26, 1956 (S. 3164, 84th Cong,), 
That measure passed the Senate April 30, 1956, but failed in the House, 
Since both the Senate and the House held open hearings on this legis- 
lation in the 84th Congress, your committee did not feel it necessary 
to have such testimony repeated this year, nor did we wish to impose 
the burden of time and expense on the witnesses so recently heard, 
some of whom must travel from Alaska. Accordingly, on the basis of 
our files and records, your committee again urges the enactment of 
this measure. 

3. NEED FOR LEGISLATION 


The granting of certificates of unlimited duration to qualified carriers 
for their States-Alaska routes would aid considerably in helping to 
solve many of the problems with which they are faced. Your com- 
mittee finds striking similarity in the problems of these carriers and 


those of the trunklines, the feeder or local service lines, the intra- 
territorial lines and the domestic all cargo lines before permanent 
certification was granted to them. 

Examples of ways in which the public interest will be better served 
and expense to the Government in the form of subsidy minimized by 
this bill may be summarized as follows: 

1. The recurrent and extensive diversion of executive talent to 
certificate renewal proceedings will be ended so that executive talent 
can be devoted to.improving the operations of the airlines themselves, 
thereby serving the public interest and generating more commercial 
revenues. 

2. The expense saddled upon the carriers by recertification proceed- 
ings, estimated upward to $100,000 for each renewal, will be terminated 
and that money devoted to such capital improvements as mainte- 
nance and navigational aids and other improvements contributing to 
the financial and operational progress of the carriers. 

3. The great expense and inconvenience to States and cities and 
other users of the service who must devote great effort to supporting 
applications for renewal will be ended. Likewise the great expense to 
the Federal Government of having the Civil Aeronautics Board con- 
duet such proceedings will be terminated. 

4. States and municipalities (and to a certain extent the Federal 
Government) which have invested money in aeronautical facilities 
will have some assurance that their investments in those facilities 
may be considered foresighted rather than speculative. 
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5. The promotion of American commerce and national unity will be 
furthered by strengthening and making permanent the routes of air 
carriers which have been flying thousands of passengers and millions 
of pounds of cargo and mail between the States and Alaska for the past 
several years. 

6. The carriers may develop long-range personnel programs and 
offer long-range careers to employees. In the past many contracts of 
employment with these carriers have had to be short range and have 
led to a personnel turnover rate twice that of the trunk carriers and a 
consequent high training and replacement expense. 

7. The carriers may, after passage of this legislation, make long- 
term arrangements for the larger and more expensive aircraft needed 
for the service and for hangars, navigational equipment, maintenance, 
and other facilities with the consequent economies to themselves and 
the Government that are inevitable from such arrangements. 

8. Users of the services of the airlines will be able to plan new 
businesses and expansions of, or additions to, old businesses with some 
confidence that the air service on which they depend is permanent. 

9. Passage of the bill will enable the airlines to establish sensible 
financing programs on a long-range basis. Such disadvantages as 
premium interest rates on loans, loan periods timed to temporary 
certificate dates, and many other penalties which the uncertain nature 
of the airlines’ prospects have visited upon them may be either re- 
duced or avoided. 

10. Finally, and maybe most important, the bill will be beneficia 
to our national-defense effort. 

Your committee realizes that none of the above-listed consequences 
is going to flow automatically from the passage of this bill. A great 
deal of effort and hard work will still be required on the part of the 
carriers to make the above-listed effects realities, but your committee 
is satisfied on the basis of past performance of these airlines and on 
the basis of the evidence before it that the incentive for progress is 
abundant in the current management of the carriers. For these rea- 
sons, your committee believes that this bill will permit the affected 
airlines to operate on a more efficient and more economical basis and 
in time to reduce substantially their need for subsidy mail pay from 
the Federal Government. 

In that respect, the States-Alaska operation subsidies for the years 
1954 through 1956 were $3,391,000; 3,517,000; and $3,343,000, re- 
spectively; $3,325,000 is estimated for 1957, and your committee be- 
lieves the enactment of this bill would further decrease the subsidies. 


4. HISTORY AND PROGRESS OF STATES-ALASKA SERVICE 


Air transportation between the States and Alaska has been almost 
entirely a pee development. During the war only limited service 


was provided by one carrier and no direct service existed between the 
States and Anchorage, the largest city in the Territory and center of 
defense activities in the area. In 1946 Northwest Airlines was certifi- 
cated on a 7-year basis between Seattle and Anchorage and between 
Minneapolis-St. Paul and Anchorage via Edmonton, Canada. In 
1951, to meet the increasing demands for service, Pacific Northern 
Airlines was authorized to operate between Anchorage and Seattle- 
Portland via Cordova and Juneau, and Alaska Airlines was authorized 
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to operate between Fairbanks and Seattle-Portland. These latter two 
certificates were each of 28 months duration, expiring simultaneously 
with the temporary certificates held by Northwest. 

After extensive proceedings in 1953-55, the Civil Aeronautics Board 
in May 1955 decided to renew the temporary certificates of all three 
States-Alaska carriers. Northwest’s authorization to operate between 
Seattle and Anchorage was renewed on a permanent basis and its 
certificate for the Twin Cities-Anchorage route was renewed for a 

eriod of 3 years. The temporary routes of both Alaska Airlines and 
Pacific Northern were to be renewed for 3 years under the Board’s 
decision but at the direction of the President renewals were finally 
issued for a 5-year period, expiring in 1960. 

The historical and prospective developments in the economy and 
defense of Alaska indicate that the public need for the services of the 
present States-Alaska carriers will continue, and in fact will increase, 
Today, the airlines provide the only common carrier passenger service 
between the States and Alaska. Steamship service is confined to 
freight. The only alternative means of personal travel is by auto 
over the Alean Highway. Moreover, surface transportation for freight 
is slow and the airlines provide the best service for perishable foods 
and other cargo having a high value in relation to weight. 

As a consequence of all these factors, the volume of passenger, 
cargo and mail traffic carried by States-Alaska airlines has shown a 
steady and continuous growth. The future of both the Territory and 
the airlines which connect it with the States seems secure, especially 
if the airlines are at this time given the stability and security which 
they so much require to be able to reduce their subsidy requirements. 

Your committee believes the foregoing demonstrates that the 
reasons which impelled Congress to enact permanent certificate legis- 
lation for other airlines apply with equal force in support of the desir- 
ability of similar action on behalf of the States-Alaska air carriers. 
In addition there are other factors which favor this bill. In the first 
instance, States-Alaska air service is not simply an alternative means 
of transportation; it is rather the only modern means for personal 
travel and fast freight shipment between the States and the Territory. 
Second, our files contain evidence of interest by high military officials 
in the continued development of civilian air transportation between 
the States of Alaska as an essential adjunct of military activities in 
the area. 

5. AGENCY COMMENTS 


The only agency that commented on this bill was the Civil Aero- 
nautics Board, and they are adverse on the grounds that the granting 
of certificates of unlimited duration is for the Board after formal 
review. 

Your committee would be highly pleased if the Board would only 
do what it says its duty is. The fact remains that the Board has not 
done so, nor has it ever done so. 

Section 401 of the Civil Aeronautics Act of 1938 specifically charges 
the Board with the duty of issuing certificates of public convenience 
and necessity. Yet, except for route or service extensions, in the 19 
years this law has been in effect, the Board has never seen fit to grant 
to any carrier applicant more than a temporary certificate. 
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Every permanent certificate has been authorized by an act of 
Congress. ‘The original grandfather certificates were granted by the 
Civil Acrouautics Act of 1938, the local service certificates by Public 
Law 38, 84th Congress, and the intraterritorial certificates by Public 
Law 741, 84th Congress. On May 1, 1957, the Senate passed S. 1474, 
which would grant such certificates to all cargo air carriers in the 
continental United States. 

This leaves only two groups operating on temporary certificates, 
the States-Alaska carriers covered by this bill, and the international 
cargo carriers. 

In connection with this legislation in the 84th Congress, the Depart- 
ment of Commerce advised that the duration of a certificate of public 
convenience and necessity was an issue that should be decided by the 
Board under standards laid down by Congress in the Civil Aeronautics 
Act. 

The Civil Aeronautics Board indicated that in its opinion economic 
conditions and other circumstances applicable to States-Alaska 
carriers were generally the same as in the case of the local service 
airlines, and acknowledged that the enactment of that bill was in the 
public interest. 

Your committee feels that a proper application of those statutory 
standards in this instance, as in the case of the local service airlines 
dictates the necessity for this legislation. Certainly, your committee 
knows of no reason for according different treatment to the States- 
Alaska airlines than Congress accorded to similarly situated local 
service carriers less than a year ago. 

In any event, your committee finds the Board, not acting when it 
says to act is its duty, and changing its mind on the legislation from 
one year to the next, all to the detriment of the carriers involved. 
We emphasize that while it is true that the Board has the power and 
authority to do what this bill would do, that power and authority was 
delegated to it by the Congress, and since there has been, and still 
is, a failure to act, it is for the Congress to exert its authority. 

In our report on S. 1474 (Rept. No. 251, 85th Cong.) on this point, 
your committee stated: 


The task of selecting which carriers are entitled in the 
public interest to certification is one of the principal respon- 
sibilities of air-commerce regulation for the discharge of 
which the Civil Aeronautics Authority was originally 
established. Section 401 of the Civil Aeronautics Act of 
1938 specifically charges the Authority (or its successor, the 
Civil Aeronautics Board) with this responsibility. Yet, in 
the 19 years this law has been in effect, the Board has never 
seen fit to grant to any carrier applicant more than a tem- 
porary certificate except for route or service extensions. The 
result of the Board’s unwillingness to accept final responsi- 
bility in this area of operations has been to force upon the 
Congress the ultimate decision on permanent certification for 
individual lines. Thus, at the present time, all air carriers 
permanently certificated for the whole or for a part of their 
service were originally granted such status directly by act of 
Congress. 

In view of these facts your committee believes that in 
passage of the present legislation notice should be given that 
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a final decision whether a carrier applicant meets the qualifi- 
cations for regular certification should be made by the Board 
within a reasonable period, and that the Board should not 
hide behind the granting of a temporary certificate any 
longer than is absolutely necessary to test and evaluate the 
need for the applicant’s services. 


Your committee reaffirms that statement and again urges that the 
Board proceed in these matters. 


6. CONCLUSION 


The Board calls to our attention the desirability of clarification with 
respect to the possible application of section 801 of the Civil Aero- 
nautics Act to certificates of public convenience and necessity which 
it may be called upon to issue when this bill is enacted into law. Even 
though the certificates of public convenience and necessity which 
would be issued under this bill authorize ‘‘overseas air transportation” 
as defined in the Civil Aeronautics Act, your committee feels that the 
issuance of such certificates shall not be subject to Presidential ap- 
proval under section 801 of the act, because they would be “issuable 
under section 401 (e)” of the act and, therefore, by the language of 
the last sentence of section 801, clearly not within the application of 
that section. 

Your committee believes that S. 1873 will have a salutary effect 
upon States-Alaska air carriers with corresponding benefits to the 
millions of Americans who live in the areas served by those airlines 
and especially to those people who depend on those airlines for essen- 
tial services not otherwise obtainable. Your committee, therefore, 
recommends that this type of legislation be now extended to States- 
Alaska carriers, and that the bill, as amended, do pass. 


7. COMMITTEE AMENDMENTS 


First committee amendment: 

On page 1, line 6, strike out the numeral “5” and insert in lieu thereof 
the numeral “6”. 

Your committee adopted this amendment because S. 1474, which 
the Senate passed on May 1, 1957, added a new subsection numbered 
“(5)” to section 401 (e) of the Civil Aeronautics Act. The purpose is 
merely to properly designate the new subsection. 

Second committee amendment: 

On page 2, line 1, starting with the word “continuously’’, strike all 
the words through the word “Alaska” on page 2, line 8, and insert in 
lieu thereof: 


furnishing service between points in the United States and 
points in the Territory of Alaska (including service to inter- 
mediate points in Canadian territory) authorized by certifi- 
cate or certificates of public convenience and necessity issued 
by the Civil Aeronautics Board to render such service be- 
tween such points, and that any portion of such service 
between any points or for any class of traffic was performed 
pursuant to a temporary certificate or certificates of public 
convenience and necessity issued by the Civil Acronautics 


Board, 
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This is an amendment suggested by the Civil Aeronautics Board to 
make sure Northwest’s temporary certificate that designates Edmon- 
ton, Canada as an intermediate point is covered by the bill. 

Third committee amendment: 

On page 2, line 11, immediately after the comma following the 
word “duration”, insert the following: “effective until suspended or 
revoked as hereinafter provided,” 

Your committee inserted the same language in S. 1474 in order to 
make it clear that this type of legislation in no way took from the 
Board any of its powers to suspend or revoke certificates as now 
spelled out by existing law. 

Fourth committee amendment: 

On page 2, line 15, starting with the words “so continuously” strike 
all through the end of the text, and insert in lieu thereof: 


was temporarily authorized by such certificate or certificates 
as of the date of enactment of this paragraph 


This amendment was also suggested by the Board, to clarify and 
make sure the legislation will cover the carriers now operating on the 
States-Alaska routes. 

The report of the Civil Aeronautics Board is attached. 


Civin Arronavtics Boarp, 
Washington, May 21, 1967. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Senator Macnuson: This is in further reply to your letter 
of April 15, 1957, acknowledged April 26, 1957, asking the Board for 
a report on S. 1873, a bill to amend section 401 (e) of the Civil Aero- 
nautics Act of 1938 in order to authorize permanent certification for 
certain air carriers operating between the United States and Alaska. 

This bill would amend the Civil Aeronautics Act of 1938 so as to 
incorporate therein a provision giving rights of permanent certification 
to air carriers now furnishing, by temporary certificate authorization, 
air transportation between points in the continental United States 
and points in the Territory of Alaska. 

Three United States carriers would be affected by the provisions 
of the proposed legislation. Alaska Airlines, Inc., and Pacifie North- 
ern Airlines, Inc., hold temporary certificates for their States-Alaska 
operations. Their present certificates were issued in renewed and 
amended form in May 1955, and by their own terms would terminate 
in July 1960. Alaska Airlines is authorized to serve between the 
coterminal points Portland, Oreg., and Seattle-’'acoma, Wash., and 
the terminal point Fairbanks, Alaska. Pacific Northern Airlines is 
authorized to serve between the coterminals Portland, Oreg., and 
Seattle-Tacoma, Wash., and the terminal point Anchorage, Alaska, 
via the intermediate points Ketchikan, Juneau, Yakutat, and Cordova, 
Alaska. The third carrier affected is Northwest Airlines, Inc. This 
carrier holds a temporary certificate which will expire in July 1958 
for 1 of its 2 States-Alaska routes. This temporarily certificated route 
is authorized between the coterminal points New York, N. Y., and 
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Chicago, IIll., and the terminal point Anchorage, Alaska, via the 
intermediate points Minneapolis/St. Paul, Minn., and Edmonton, 
Alberta, Canada. 

Northwest Airlines holds a permanent certificate for the second of 
its two States-Alaska routes, authorized between the terminal point 
Seattle-Tacoma, Wash., and the terminal point Anchorage, Alaska, 
Pan American World Airways, Inc., is the fourth carrier operating 
States-Alaska services. It holds a permanent certificate for its route 
between the terminal point Seattle-Tacoma, Wash., and the terminal 
point Fairbanks, Alaska, via the intermediate points Ketchikan and 
Juneau, Alaska, and Whitehorse, Yukon Territory, Canada. 

The Territory has a unique dependence on air transportation. The 

rimary concern of the Board has been in the past, is today, and will 
ye in the future, to insure that fully adequate service is provided to 
meet the needs of the economy, to compensate for the isolation of 
Alaska, and to support the interest of the national defense in the 
Territory. The Board believes, however, that there are substantia] 
subsidy problems that should be considered by the Congress concur- 
rently with consideration of the question of the permanent certifica- 
tion of States-Alaska carriers. During the past year it has become 
clear that the States-Alaska service is capable of being operated at 
least in part on a nonsubsidized basis. 

Of the four carriers authorized to provide States-Alaska services 
only two are receiving support from the Government at this time— 
Alaska Airlines and Pacific Northern Airlines, both of which hold 
temporary certificates. Northwest Airlines’ trans-Pacific operations, 
including States-Alaska services, have been free of subsidy since 
January 1, 1955. Pan American Airways’ system operations since 
October 1, 1956, have been on a temporary service mail rate without 
subsidy. 

It is the Board’s view that, as the States-Alaska service expands 
in volume in response to normal growth of traffic, and as the pattern 
of service stabilizes owing to the completion of the majority of mili- 
tary projects in Alaska, it will be desirable to review the entire States- 
Alaska service pattern to determine the maximum extent to which it 
may be made self-supporting. There would be involved in such a 
review a determination of the number of individual carriers which 
would be needed to provide adequate services, as well as their exact 
pattern of service. 

In 1955 when the Board concluded the first formal renewal pro- 
ceeding for the States-Alaska carriers, the Board recognized the need 
then for an additional experimental period for the competitive serv- 
ices. It also recognized that subsidy would continue into the fore- 
seeable future. The Board’s opinion was that an important avenue 
for reducing subsidy support without depriving the Territory of cer- 
tain competitive air services could be accomplished through a merger 
of Alaska Airlines and Pacific Northern Airlines, along with certain 
route modification. The Board said, however, that since it does not 
possess the authority to compel a merger of air carriers, it could only 
await the voluntary action of the carriers. In this connection, the 
Board said in its opinion submitted to the President in April 1955 
that it proposed to limit the certificates to renewal periods of only 3 
years so that the Board could review the situation at an early date, in 
the event the carriers continued to retain their separate identities 
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without regard to the benefits that would inure to the public from a 
merger. On May 25, 1955, the President returned the Board’s 
opinion in the renewal proceeding without his approval and advised 
the Board with respect thereto as follows: 

“T am in general agreement with the major aspects of the Board’s 
proposed action in this case and I approve of the Board’s proposed 
order except as it relates to the duration of the certificates for Alaska 
Airlines,and. Pacific Northern Airlines. I am in full agreement-with 
the Board’s view that a merger between Alaska Airlines ‘and. Pacific 
Northern would be an important step forward in strengthening air 
transportation between the States and Alaska and at the same time 
reduce the need for Federal subsidy support. While 3-year certifi- 
cates might well encourage and facilitate such a merger, such certifi- 
cates would create serious problems for both carriers in the matter 
of financing new equipment. I am convinced that there are other 
steps that the Board can take within its authority to encourage and 
facilitate such a merger, and I trust that the Board will take all such 
steps as are reasonable and appropriate. 

“In view of the great importance of air transportation with up-to- 
date equipment to the people of Alaska and the future development 
of the Territory, the certificates of Alaska Airlines and Pacific Northern 
should be extended for 5 years. You have advised me, through the 
Director of the Bureau of the Budget, that in the opinion of the Board 
a 5-year extension will enable the carriers to finance the purchase of 
new equipment on a sound basis with consequent benefit to the people 
of the Territory in better service and more effective competition.”’ 

The Board believes that the objective of a stabilized and self- 
supporting route pattern between the States and Alaska, discussed in 
both-the Board’s opinion and the President’s letter in 1955, may be 
most likely accomplished through a future proceeding in which all 
phases of the public convenience and necessity may be considered 
respecting the route pattern which should be operated. It is the 
Board’s hope that the evidence of record adduced in such a formal 
review would justify the authorization of States-Alaska service on a 
permanent basis both as to pattern and carrier designation. The 
services so authorized should be wholly adequate to meet both the 
civil and military needs for scheduled air transportation. 

In connection with the possible effect of section 801 of the Civil 
Aeronautics Act providing for Presidential approval of certificates 
authorizing overseas or foreign air transportation, it is suggested that 
if the legislation is favorably considered, the committee insert in its 
report, a statement similar to that which it made in its report on the 
permanent certification of the Alaskan and Hawaiian air carriers 
(S. Rept. No. 1868, 84th Cong.) to make it clear that the provisions 
of section 801 do not apply. 

We should also like to call the attention of the committee to certain 
technical points which they may wish to consider in relation to the 
language of S. 1873. 

The bill refers to authorization of air transportation ‘between 
points in the continental United States and points in the Territory of 
Alaska.”” Northwest Airlines’ certificate designates the point Ed- 
monton, in Alberta, Canada, as an intermediate point on the over- 
seas certificate held by the carrier. It is our view that S. 1873 would 
not provide for permanent certification of the point Edmonton. 
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S. 1873 applies to any applicant which shall show that “from 
January 1, 1957 * * * it * * * was an air carrier continuously 
operating as such * * * under a temporary certificate of public 
convenience and necessity authorizing it to engage in air transporta- 
tion * * * between points in the continental United States and 
points in the Territory. * * *’ In connection with this language it 
should be pointed out that although Northwest Airlines’ temporary 
overseas certificate designates New York and Chicago as coterminals, 
the carrier’s official schedules on file with the Board show that for the 
period from January 1, 1957, to date, the through schedules operated 
pursuant to this certificate authority have operated only between 
Minneapolis and Anchorage via Edmonton. This may raise a ques- 
tion.as to whether S. 1873 would provide for permanent certification 
of the coterminal points New York and Chicago. 

In view of the factors discussed above, the Board has reached the 
conclusion that it cannot support permanent certification of the air 
routes between the States and Alaska at this time. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
James R. Durrge, Chairman, 


8. CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 


existing law in which no change is proposed is shown in roman): 


Crvit AERoNAvTICS AcT 


a * . * * + ~ 


Tirte [V—Arr CarrieR Economic REGULATIONS—CERTIFICATE OF 
Pusiic CONVENIENCE AND NECESSITY 


Section 401, * * * 


EXISTING AIR CARRIERS 


* + * * 
(e) x* * * 

“(6) If any applicant who makes application for a certificate within 
one hundred and twenty days after the date of enactment of this paragraph 
shall show that, from January 1, 1957, until the effective date of this 
paragraph, it, or its predecessor in interest, was an air carrier furnishing 
service between points in the United States and points in the Territory of 
Alaska (including service to intermediate points in Canadian territory) 
authorized by certificate or certificates of public convenience and necessit 
issued by the Civil Aeronautics Board to render such service between suc 
points, and that any portion of such service between any points or for any 
class of traffic was performed pursuant to a temporary certificate or cer- 
tificates of public convenience and necessity issued by the Civil Aero- 
nautics Board, the Board, upon proof of such fact only, shall, unless the 








CERTIFICATION FOR STATES-ALASKA AIR CARRIERS 11 


service rendered by such applicant during such period was inadequate and 
inefficient, issue @ certificate or certificates of unlimited duration, effec- 
tive until suspended or revoked as hereinafter provided, authorizing such 
applicant to engage in air transportation with respect to persons, property, 
and mail between the terminal and intermediate points between which it 
or its predecessor was temporarily authorized by such certificate or 
certificates as of the date of enactment of this paragraph. 


O 
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EXTENDING THE TIMES FOR COMMENCING AND COMPLETING 
THE CONSTRUCTION OF A TOLL BRIDGE ACROSS THE RAINY 
RIVER AT OR NEAR BAUDETTE, MINN, 





June 11, 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8S. 1054] 


The Committee on Public Works to whom was referred the bill 
(S. 1054) to extend the times for commencing and completing the con- 
struction of a toll bridge across the Rainy River at or near Baudette, 
Minn., having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

The act of December 21, 1950, authorized the village of Baudette, 
Minn., its public successors or public assigns, to construct, maintain, 
and operate a toll bridge and approaches thereto across the Rainy 
River, so far as the United States has jurisdiction over said river, at a 

oint suitable to the interests of navigation, at or near Baudette, 
Minn., in accordance with the provisions of the act approved March 
23, 1906, and subject to the approval of the proper authority in 
Canada. 

Since the bridge was not commenced and completed within the 
required time limitations, the authority granted by the 1950 act 
became null and void. 

Public Law 79, 84th Congress, approved June 16, 1955, revived and 
reenacted the act of December 21, 1950, with the provision that actual 
construction of the bridge be commenced within 2 years and completed 
within 4 years from the date of approval of the act. 

The construction of the bridge has not yet been commenced, and 
unless construction is started before June 16, 1957, the authority 
granted for its construction under Public Law 79 will become null and 
void. 

Senate bill 1054 would amend Public Law 79, 84th Congress, to 
permit commencing construction of the bridge within 4 years and 
eee such construction within 6 years from the date of approval 
or that act. 
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The committee therefore considers this an emergency situation, and 
believes that an extension of time is necessary. 

It is noted that the interested parties will have to obtain the consent 
of the proper Canadian authorities to the extension of the times for 
commencing and completing construction of the bridge. 

No expenditure of funds by the United States is involved. 

The reports of the Bureau of the Budget, and the Department of 
the Army, and the Department of Commerce are as follows: 

Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington 25, D. C., April 8, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Senate Office Building, 
Washington 25, D. C. 

og Dear Mr. CuarrMan: This is in reply to your letter of Febru- 
ary 5, 1957, requesting the views of this Office w ith respect to S. 1054, 
a bill to extend the times for commenc ing and completing the ¢ onstrue- 
tion of a toll bridge across the Rainy River at or near Baudette, 
Minn. 

This Office would have no objection to the enactment of this 
measure. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 


Tue SECRETARY OF COMMERCE, 
Washington 25, D. C., April 29, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

Dear Mr. CuairMan: This is in reply to your request of February 
5, 1957, for the views of this Department concerning S. 1054, a bill 
to extend the time for commenc ing and completing the construction of 
a toll bridge across the Rainy River at or near Baudette, Minn. 

The bill would authorize the extension of the commencement and 
completion dates of the toll bridge authorized to be constructed across 
the Rainy River at or near Baudette, Minn., by the act approved 
June 16, 1955 (69 Stat. 159), by amending the 1955 act to provide that 
the authority granted therein shall be null and void unless the actual 
construction of the bridge is commenced within 4 years and com- 
pleted within 6 years from the date of approval of that act. Said 
act now provides that the bridge shall be commenced and completed 
within 2 and 4 years, respective ely, from said date of approval. 

The construction of the bridge has not yet been commenced, and 
unless construction is started before June 16, 1957, the authority 
granted for its construction under the 1955 act will become null and 
void. 

It would be considered necessary, therefore, that consideration be 
given to extending the commencement and completion dates of the 
proposed bridge. 

Construction of this bridge would involve no expenditure of Federal 
funds. 
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The Department would interpose no objection to the enactment of 
the pending bill. 
We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this letter. 
If we can be of further assistance in this matter, please call on us. 
Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce, 


DEPARTMENT OF THE ARMy, 
Apru 11, 1957. 
Hon. Dennis CHAVEz, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


Dear Mr. CuatrMan: Reference is made to your request of Feb- 
ruary 5, 1957, for the views of the Department of the Army with 
respect to S. 1054, 85th Congress, Ist session, a bill to extend the 
times for commencing and completing the construction of a toll bridge 
across the Rainy River at or near Baudette, Minn. 

The Department of the Army has considered the above-mentioned 
bill. The purpose of the bill is to extend the times for commencing 
and completing the construction of a toll bridge across the Rainy 
River at or near Baudette, Minn., authorized to be built by the village 
of Baudette by an act of Congress approved December 21, 1950 (64 
Stat. 1115). 

The Department of the Army offers no objection to the enactment 
of S. 1054. 

This Department has no information as to the fiscal effect of this 
bill. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, existing law in which no 
change is proposed is shown in roman): 

3e it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Act approved 
December 21, 1950, entitled “An Act authorizing the village of Bau- 
dette, State of Minnesota, its public successors or public assigns, to 
construct, maintain, and operate a toll bridge across the Rainy River, 
at or near Baudette, Minnesota’’, be, and is hereby, revived and re- 
enacted: Provided, That this Act shall be null and void unless the 
actual construction of the bridge herein referred to be commenced 
within [two] four years and completed within [four] szz years from 
the date of approval thereof. 


O 
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DOCUMENT RELATING TO THE COLUMBIA RIVER AND 
ITS TRIBUTARIES 





June 13, 1957.—Ordered to be printed 





Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Con. Res. 28] 


The Committee on Rules and Administration, to whom was referred 
the concurrent resolution (S. Con. Res. 28) to print a compilation of 
materials relating to the development of the water resources of the 
Columbia River and its tributaries, having considered the same, report 
favorably thereon without amendment and recommend that the con- 
current resolution be agreed to by the Senate. 

This measure would print as a Senate document a compilation of 
materials relating to the legislative and administrative actions of the 
Federal and State Governments in connection with the development 
of the water resources of the Columbia River and its tributaries with 
5,000 additional copies (1,000 clothbound and 4,000 paperbound) to 
be divided equally between the Senate and House of Representatives 
Committees on Interior and Insular Affairs. The overall cost is esti- 
mated at $27,800. 

Authorization for the printing of this document is desirable this 
session to allow compilation of the material to be used, and in order 
that it may be ready for use in connection with legislation to be con- 
sidered during the second session of this Congress. The Congress 
has precedent for the printing of documents of this character in rela- 
tion to the Hoover Dam, and the Colorado River and the Central 
Valley project in California. 

A letter from the chairman of the Senate Committee on Interior 
and Insular Affairs, Senator James E. Murray, to the chairman of the 
Committee on Rules and Administration, Senator Thomas E. Hen- 
nings, Jr., further detailing the necessity for this document, is as 
ollows: 
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Unitep States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
May 21, 1957, 
Hon. Tuomas C. HENNINGs, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMan: On behalf of the Senate Committee on 
Interior and Insular Affairs, I am writing to endorse Senate Con- 
current Resolution 28 to authorize the printing as a Senate document 
of a compilation of materials relating to legislative and administrative 
actions of the Federal and State Governments dealing with the 
development of the water resources of the Columbia River and its 
tributaries. With other Senators from the Pacific Northwest, I am 
also intensely interested in the preservation, compilation, printing 
and distribution of a volume of this character, which will be exceed- 
ingly valuable to the Congress, as well as the States and the people 
not only of the Northwest but the entire country. 

The purpose of the publication is to make readily accessible and 
usable the basic documents affecting projects for development of the 
Columbia River. This river is the Nation’s greatest undeveloped 
water resource, and legislation to authorize a program costing in 
excess of a billion dollars will be before the Congress during ensuing 
sessions. Consideration of such legislation requires frequent reference 
to the great number of official documents that will be excerpted in 
the proposed publication. 

These basic documents include enactments of the Congress and of 
the five State legislatures, as well as numerous Federal and State 
executive reports. Many of these documents are extremely difficult 
of access, especially to the people of the area who are vitally concerned. 
Furthermore, these documents are, for the most part, individually 
included with voluminous other material unrelated to the Columbia 
River projects. As a result, examination of pending legislation often 
involves an excessive and unwieldy mass of material. 

The proposed publication will therefore greatly facilitate the work 
of this and the other committees of the Congress that are concerned. 
It will also be useful to the agencies of the executive branch. Equally 
important, the proposed publication will greatly aid the legislatures 
and executive officials of the five States of the Columbia River Basin. 

There will be continuing need for the compilation of basic docu- 
ments. This is because they are required in connection with legislative 
and administrative problems arising from operation of the projects, as 
well as in connection with their authorization. These concerns will 
extend through many future sessions. 

The proposed publication should, if possible, be available for use 
in connection with important legislation that will be considered early 
in 1958. For that reason, authorization for printing is being requested 
now with the view of completing preparation of the copy in time to 
permit printing by January 1958. 

The form and character of the proposed publication will be generally 
similar to House Document 416, 84th Congress, the Central Valley 
project documents, and it is expected to be approximately the same 
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size. Like House Document 416, this proposed publication should 
include maps of the Columbia River Basin showing existing and pro- 
posed projects. : aoe 
I am confident that this publication will be most useful to the 
Congress and to the people of the area. I trust that your committee 
will give favorable consideration to authorizing the printing. 
Sincerely, 


James E, Murray, Chairman: 


O 
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NATIONAL PROGRAM FOR THE PUBLICATION OF 
HISTORICAL DOCUMENTS 


June 13, 1957.—Ordered to be printed 





Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Con. Res. 31] 


The Committee on Rules and Administration to whom was referred 
the concurrent resolution (S. Con. Res. 31) favoring the fulfillment 
of the program recommended by the National Historical Publications 
Commission for the publication of certain documents, having consid- 
ered the same, report favorably thereon and recommend that the 
concurrent resolution be agreed to by the Senate. 

This measure would give the favor of Congress and endorsement 
to a national program recommended by the National Historical Pub- 
lications Commission for the encouragement of the publication of 
“papers of outstanding citizens of the United States” and “documents 
* * * important for an understanding and appreciation of the his- 
tory of the United States,” pursuant to a report prepared by the 
Commission in accordance with section 503 (d) of the Federal Rec- 
ords Act of 1950. The concurrent resolution also calls in the-name 
of the Congress upon governors and legislatures and upon historical 
commissions, libraries, societies, corporations, foundations, colleges, 
and universities to give all aid and cooperation with the Commission 
in the fulfillment of its program. 

The Commission is composed of 7 persons who represent the 3 
branches of the Government, 2 who represent the American Historical 
Association, and 2 who are appointed from the fields of the social or 
physical sciences. The Commission’s Chairman is the Archivist of 
the United States. 

The Commission’s program would broaden and deepen the American 
people’s knowledge of their history and increase their appreciation of 
the outstanding men who contributed importantly to the building of 
the Nation. 

QO 
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SPECIAL COMMITTEE TO STUDY THE FOREIGN AID 
PROGRAM 


June 13, 1957.—Ordered to be printed 


Mr. Hennincs, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


{To accompany S. Res. 141] 


Tl.e Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 141) extending to January 31, 1958, the author- 
ity of the Special Committee To Study the Foreign Aid Program, 


having considered the same, report favorably thereon without amend- 
ment and recommend that the resolution be agreed to by the Senate. 
This resolution would extend the study of the foreign aid program 
by a special committee created pursuant to Senate Resolution 285, 
84th Congress, as amended by Senate Resolution 35, 85th Congress, 
until January 31, 1958, inclusive, and make available for expenditure 
in that period and for such study a balance of approximately $40,000. 
The necessity for continuing this study is set forth in an earlier report 
from the Committee on Foreign Relations (Rept. No. 373, 85th Cong., 
Ist sess.). Further support for the resolution is found in a letter 
from the chairman of the Committee on Foreign Relations, Senator 
Theodore Francis Green, to the chairman of the Committee on Rules 
and Administration, Senator Thomas E. Hennings, Jr., as follows: 


Unirep States SENATE, 
ComMITTEE ON ForrEIGN RELATIONS, 
May 28, 1957. 
Hon. Tuomas C. Henninos, JR., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Senator HenninGs: In accordance with the decision of the 
Committee on Foreign Relations, I introduced on May 23, 1957, 
Senate Resolution 141, extending for 7 months the authority of the 
Special Committee To Study the Foreign Aid Program. The special 
committee was created by Senate Resolution 285, agreed to July 11, 
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1956, as amended by Senate Resolution 35, agreed to January 30, 
1957. 

As you know, for the past 10 months the special committee has 
been making exhaustive studies of United States foreign assistance 
programs. On May 13, 1957, the special committee transmitted a 
report to the Senate which set forth the results of its study, together 
with recommendations which it found desirable. 

You may recall that on January 30, 1957, the Senate passed Senate 
Resolution 35, extending the authority of the special committee until 
June 30, 1957. The resolution provided the committee with funds in 
the amount of $75,000 for the purpose of continuing its study. The 
committee has paid out expenses in the amount of $17,532.75. It is 
expected that the committee’s expenditures will total about $35,000 
for the period from February 1 to June 30, 1957, leaving a balance 
of some $40,000. Therefore, the committee is not asking for addi- 
tional funds to carry on its study until January 31, 1958. 

For your information I am enclosing a copy of Senate Report No. 
373, which summarizes the activities of the special committee and 
indicates the nature of the work it expects to undertake during the 
next 7 months. I am sure you will agree that further inquiry into 
many aspects of United States foreign assistance programs is desirable 
and necessary. It is my hope that the Committee on Rules and 
Administration will a, prove Senate Resolution 141 so that the Senate 
can take final action at an early date. For this purpose a formal vote 
of approval is desirable. 

Sincerely yours, 
THEODORE Francis GREEN, 


O 
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PROVIDING FOR THE CONVEYANCE OF CERTAIN REAL 
PROPERTY IN WEST PALM BEACH, FLA., TO THE PORT 
OF PALM BEACH DISTRICT 


JuNE 13, 1957.—Ordered to be printed 


Mr. McCie.uan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany H. R. 4945) 












The Committee on Government Operations, to whom was referred 
the bill, H. R. 4945, to provide for the conveyance of certain real 
property in West Palm Beach, Fla., to the Port of Palm Beach District, 
having considered the same, report favorably thereon, without amend- 
ment, and recommend that the bill do pass, 


PURPOSE 
















The purpose of this bill is to authorize the Administrator of General 
Services to convey to the Board of Palm Beach District, West Palm 
Beach, Fla., all right, title, and interest of the United States in and to 
certain real property comprising approximately 0.86 acre and known 
as the customhouse and immigration station, Riviera Beach, together 
with certain easement rights acquired therewith, without monetary 
consideration. The bill further provides that the Administrator of 
General Services shall determine the description of the land authorized 
and directed to be conveyed and that he shall further reserve in the 
conveyance of the aforementioned property to the United States any 
easement which he may deem necessary to protect the public interest. 


BACKGROUND 










The Committee on Government Operations, in its report to the 
House of Representatives (H. Rep. 451, 85th Cong.) states the history 
of the property and the need for this legislation to be as follows: 

On June 25, 1935, the Corps of Engineers acquired fee 
simple title to 0.52 acre of land by donation from the Port of 
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West Palm Beach District. The Government paid $25 for 
legal work necessary to the transfer of title, and proceeded to 
construct 2 small buildings on the property at an additional 
cost of $134. In 1950 when the Cor ps of Engineers had no 
further need for the property the Immigr ation Service was 
interested in acquiring a site in that area for a customhouse 
and immigration station. 

The property beld by the Corps of Engineers was not com- 
pletely suitable for Immigration Service purposes and there- 
fore an arrangement was made whereby the original 0.52 acre 
(with improvements costing $134) was returned to the port of 
West Palm Beach in exchange for 0.86 acre of unimproved 
property which was more suitable. This exchange of prop- 
erty took place on April 25, 1950, and was made without any 
cash consideration. Plans for the Government to construct 
a customhouse and immigration station on the property never 
materialized. In 1956 the property was declared excess to 
the needs of the Immigration Service and, after proper screen- 
ing with other Federal agencies, it was declared surplus. The 
General Services Administration accordingly scheduled the 
property to be sold on February 14, 1957, ‘but such sale was 
postponed after the facts relating to the acquisition were 
brought to the attention of GSA by Congressman Paul G. 
Rogers. 

The property was appraised by a contract appraiser on 
November 21, 1956, and classified commercial with the fair 
market value determined to be $18,750. 


NEED FOR LEGISLATION 


The Port of West Palm Beach District, motivated by the 
desire of developing the port and materially assisting the 
Government in the maintenance of necessary Federal 
facilities at the port in effect donated the aforementioned 
realty to the United States. After abandonment of Govern- 
ment plans to use the property it was declared surplus to 
Federal needs. Without the intervention of special legisla- 
tion the property will be sold by General Services Adminis- 
tration. Mr. Rogers, author of the pu pointed out that it is 
only fair and equitable that the Government return this 
property which the Port of West Palm Beach District in good 
faith donated for a use which now has failed. 


AGENCY COMMENTS 


Comments on the bill have been received from the General Account- 
ing Office and the Bureau of the Budget. The House committee in 
its report stated that the General Services Administration has no 
objections to H. R. 4945. The comments of the General Accounting 
Office and the Bureau of the Budget are as follows: 
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CoMPTROLLER GENERAL OF THE UNITED SraTEs, 
Washington, D. C., June 3, 1957. 
Hon. Jonn L. McCrienian, 
Chairman, Committee on Government Operations, 
United States Senate. 

Dear Mr. CuarrMan: Further reference is made to your letter of 
May 24, 1957, requesting our views on H. R. 4945. 

The bill directs the Administrator of General Services to convey 
without monetary consideration the Government’s interest in certain 
land described in the bill to the Port of Palm Beach District, West 
Palm Beach, Fla. 

It is our understanding that the property involved was originally 
donated to the Government by the Port of Palm Beach District and 
has since been declared surplus to the needs of the United States and 
advertised for sale under the provisions of the Federal Property and 
Administrative Services Act of 1949. 

In view thereof, it would appear equitable that the property should 
be returned without consideration as proposed by the bill. 

Sincerely yours, 


JosEPH CAMPBELL, 
Comptroller General of the United States. 


Executive OFFICE OF THE PRESIDENT, 
Bureau OF THE BupGET, 
Washington, D. C., June 6, 1957. 
Hon. Jonn L. McCuieuan, 
Chairman, Committee on Government Operations, 
United States Senate, 
Senate Office Building, Washington, D. C. 

My Dear Mr. CuarrMan: This will acknowledge your letter of 
May 24, 1957, inviting the Bureau of the Budget to comment on 
H. R. 4945, a bill to provide for the conveyance of certain real property 
in West Palm Beach, Fla., to the Port of Palm Beach District. 

It is our understanding that the parcel of land referred to in the 
subject bill was never used by the Government for the purpose 
intended at the time of conveyance, which conveyance was with 
nominal consideration. This bill would return the land without cost 
to the Port of Palm Beach District. 

This Office would have no objection to the enactment of this 
measure. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director. 











Calendar No. 445 


85TH CONGRESS t SENATE Report 
1st Session No. 437 


—s 





CONGRESSIONAL REVIEW OF ATOMIC POWER PROGRAM 


JUNE 14, 1957 





Mr. ANDERSON, from the Joint Committee on Atomic Energy, sub- 
mitted the following 


REPORT 


[To accompany 8, 2243] 


The Joint Committee on Atomic Energy, to whom was referred the 
bill (S. 2243) to amend the Atomic Energy Act of 1954, as amended, 
to provide for detailed authorization for appropriation of funds in 
the atomic power program, and for other purposes, having considered 
the same, report favorably thereon, with amendments, and recom- 
mend that the bill, as amended, do pass. 

The amendments are: 

Page 2, line 9: Strike the word “‘specific’’. 

Page 2, lines 12 and 13: Strike the phrase “production of byproduct 
material,” and insert in lieu thereof the phrase ‘‘provision of byproduct 
material, irradiation or other special services,’’. 


BACKGROUND 


Under section 261 of the Atomic Energy Act of 1954, the Atomic 
Energy Commission is required to submit the construction portion of 
its proposed program each year for review and authorization by the 
joint committee avd the Congress before requesting appropriations 
from the Appropriations Committees. It submits the remainder of 
its program Seetihy to the Appropriations Committees without prior 
authorization by the joint committee and the Congress. 

Prior to 1954, there had been authorized to the Commission under 
the Atomic Energy Act of 1946 the appropriation of “such sums as 
may be necessary and appropriate to carry out the provisions and 
purposes of this Act.” In odie to make the Commission’s authority 
more in line with that in other areas of the Government, Congress 
amended this provision in the Atomic Energy Act of 1954 to require 
the Commission to obtain authorization for appropriation of such 
sums “as may be necessary for acquisition or condemnation of any 
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real property or any facility or for plant or facility acquisition, con- 
struction, or expansion.”’ 

For some time prior to the introduction of S. 2243, there had been 
concern, both within and without the Joint Committee, over the 
extent and scope of the review which the Joint Committee and the 
Congress should give each year to the AEC budget, particularly as 
to the civilian atomic power program. In particular, members of the 
Joint Committee felt that all Government financed experimental 
reactors, except very small ones, should be authorized as facilities 
under section 261 prior to construction, and also that cooperative 
arrangements whereby the AEC provides Government funds for 
assistance to industry in the development and construction of reactors 
should be scrutinized more carefully. 

The c ‘hairman of the House Committee on Appropriations had been 
particularly critical of the authorization procedures and interpretations 
of the Atomic Energy Act followed by the AEC in previous years. 
In a floor statement on April 16, 1957, he indicated that he believed 
that appropriations would not be warranted by the House Committee 
on Appropriations and the Congress until the Joint Committee on 
Atomic Energy, the appropriate legislative committee, had reviewed 
the entire AEC atomic power program as part of the authorization 
process (103 Congressional Record p. 5189, daily record for April 16, 
1957). 

Over a period of 6 weeks, a series of informal meetings was held 
between the members of the full Joint Committee, the members of the 
Subcommittee on Legislation, and the General Manager and staff 
of the AEC. Full consideration was given to various alternatives 
and methods for changing the scope of review by the Joint Committee 
of the AEC reactor development program. 

In order to resolve any doubts with respect to the obligation of 
funds by the Commission, and to provide for appropriate congressional 
review of the AEC reactor development program, the language of 
the proposed Joint Committee bills was prepared. 


HEARINGS 


On May 23, 1957, a hearing was held, in executive session, before 
the Subcommittee on Legislation of the Joint Committee in which 
AEC witnesses, including Commissioner L ibby and General Manager 
Fields, testified concerning the substance of drafts of the proposed 
bills. AEC representatives present at the May 23, 1957, meeting 
were as follows: 

Dr. W. F. Libby, Commissioner 

K. E. Fields, General Manager 

A. Tammaro, Assistant General Manager for Research and In- 
dustrial Development. 

William Mitchell, General Counsel 

Don 8S. Burrow, Controller 

E. J. Bloch, Director, Division of Production 

Gen. A. D. Starbird, Director, Division of Military Application 

W. K. Davis, Director, Division of Reactor Deve lopme nt 

U. M. Staebler, Division of Reactor Development 

H. H. Gorman, Division of Reactor Development 

T. H. Johnson, Director, Division of Research 
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J. A. Derry, Director, Division of Construction and Supply 

F. J. McCarthy, Jr., Assistant Controller for Budgets 

Bryan LaPlante, congressional liaison 

R. X. Donovan, congressional liaison 

J. M. Bodley, special assistant to Commissioner Libby 

R. J. Hallinan, Office of Commissioner Murray 

Paul F. Foster, Assistant General Manager for International 
Activities. 

Further meetings and more refinement of the proposed language 
followed. A hearing was held in executive session before the full 
Joint Committee on June 10, 1957. In this meeting AEC Chairman 
Strauss and General Manager Fields both testified concerning the 

roposed legislation, and Commissioners Libby and Vance and mem- 
of the AEC staff were present as follows: 

Lewis L. Strauss, Chairman 

W. F. Libby, Commissioner 

H. S. Vance, Commissioner 

K. E. Fields, General Manager 

William Mitchell, General Counsel _ - 

Edward Diamond, Deputy General Counsel 

Don 8. Burrows, Controller 

W. K. Davis, Director, Division of Reactor Development 

F. J. McCarthy, Jr., Assistant Controller for Budgets 

Bryan S. LaPlante, special assistant to the General Manager 

R. J. Hallinan, assistant to Mr. Murray 

Paul F. Foster, Assistant General Manager for International 
Activities, 

The Commission stated that it believed it had proceeded in past 
years in accordance with the Atomic Energy Act, as amended. 
However, the Commission further indicated that if the Joint Com- 
mittee believed the bills to be necessary or advisable to resolve 
doubts as to the Commission’s authority to incur expenditures, the 
Commission would not oppose the proposed legislation and would 
attempt to cooperate in the future with the type of congressional 
review and authorization contemplated. 

At the conclusion of the meeting on June 10, 1957, the Joint Com- 
mittee voted to report favorably H. R. 7992 and S. 2243, identical 
bills, with minor amendments, and to recommend to the Congress 
that the bills do pass. 


SECTION-BY-SECTION ANALYSIS 


The bill contains two sections. The first section amends section 
261 of the Atomic Energy Act of 1954, as amended, concerning author- 
ization of appropriations. ‘The second section amends the Atomic 
Energy Act of 1954, as amended, by adding a new section 58 con- 
cerning review by the Joint Committee of certain Commission actions, 
with appropriate amendment to the table of contents. 

Section 261 as amended by the bill: The language of subsection 
261 a is the same as the language in the present act up to the word 
“Provided,” as follows: 


Suc. 261—AppropriaTions.—There are hereby author- 
ized to be appropriated such sums as may be necessary and 
appropriate to carry out the provisions and purposes of this 
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Act, except such as may be necessary for acquisition or 
condemnation of any real property or any facility or for 
plant or facility acquisition, construction, or expansion * * * 


The bill then adds a proviso to clarify the meaning of the word 
“facility” as used in the above quoted language, as well as elsewhere 
in section 261 a. The proviso reads as follows: 


Provided, That for the purposes of this subsection a, any 
nonmilitary experimental reactor which is designed to pro- 
duce more than 10,000 thermal kilowatts of heat (except for 
intermittent excursions) or which is designed to be used in 
the production of electric power shall be deemed to be a 
facility. 


This clarification was deemed necessary by the Joint Committee 
because of the interpretation by the Commission, commencing with 
its request for authorization under section 261 in the fiscal year 1956 
budget, to the effect that certain experimental reactors to be con- 
structed and owned by AEC need not be specifically authorized by 
the Congress. In its reports on the fiscal year 1956 authorization 
bill (H. Rept. No. 787 and S. Rept. No. 538, 84th Cong., 1st sess.) 
the Joint Committee indicated serious concern with the Commission’s 
interpretation. 

Under the new proviso in subsection 261 a (1), it is provided that 
certain types of nonmilitary experimental reactors shall be deemed to 
be facilities, and therefore funds for the acquisition, construction, or 
expansion of such reactors must be authorized in the future, regard- 
less of any interpretations in the past. The proviso applies to any 
nonmilitary experimental reactor (a) which is designed to produce 
more than 10,000 thermal kilowatts of heat (except for intermittent 
excursions) or (6) which is designed to be used in the production of 
electric power. 

By using the word “nonmilitary,” the Joint Committee intended 
to include reactors in the AEC civilian reactor program, but not 
reactors which are constructed to meet a requirement set by the 
military services. If the reactor experiment is not for a military 
requirement, and meets the criteria, it should be authorized prior to 
construction. As to “military” reactors, it is understood that the 
Commission will continue to use its present criteria and continue to 
seek authorization for facilities which are to be permanent test installa- 
tions, such as full-scale prototypes, as contrasted with experimental 
reactors of a temporary nature. 

The proviso does not apply to critical assemblies and other small 
reactor apparatus or ar research reactors, since such reactors are 
not designed to produce more than 10,000 thermal kilowatts or to 
produce electric power. 

An exception is made from the 10,000 thermal kilowatts standard 
for intermittent excursions in order that reactor experiments which 
are normally designed for low-power operation, but which may occa- 
sionally be brought to high-power levels during particular experi- 
ments, need not be specifically authorized. An example are the 
SPERT experiments at NRTS, Idaho. Other examples and situa- 
tions were mentioned by AEC witnesses during the hearings. 
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Subsection 261 a. (2) is new language and provides that authoriza- 
tion for appropriations must be obtained for funds necessary to carry 
out certain cooperative programs for the development and construc- 
tion of certain reactors by arrangements providing certain types of 
governmental assistance. Subsection 261 a. (2) reads as follows: 


(2) Such as [may be necessary to carry out cooperative 
programs with persons for the development and construction 
of reactors for the demonstration of their use, in whole or in 
part, in the production of electric power or process heat, or for 
propulsion, or solely or principally for the commercial provi- 
sion of byproduct material, irradiation or other special serv- 
ices, for civilian use, by arrangements (including contracts, 
agreements, and loans) or amendments thereto, providing for 
the payment of funds, the rendering of services and the under- 
taking of research and development without full reimburse- 
ment, the waiver of charges accompanying such arrangement, 
or the provision by the Commission of any other financial 
assistance pursuant to such arrangement, or which involve 
the acquisition or condemnation of any real property or any 
facility or for plant or facility acquisition, construction or 
expansion undertaken by the Commission as a part of such 
arrangements. 


The subsection applies to cooperative programs with “persons.” 
The term “persons” is defined in section 11 n, of the act sind Getta 
any corporation, any Government agency other than the Commis- 
sion, any State or political subdivision thereof, and any foreign govern- 
ment or nation, or political subdivision thereof. ‘Therefore, if the 
AEC provides funds or assistance under a cooperative arrangement 
with another Government agency such as the Maritime Admuinistra- 
tion, for the construction of one of the specified types of reactors for 
civilian use, such funds or assistance must be authorized before appro- 
priated. Similarly, funds for such cooperative arrangements with 
foreign governments or foreign corporations must be authorized. 

Subsection 261 a. (2) applies to cooperative programs with persons 
for the development and construction of reactors for the demonstration 
of certain uses in whole or in part, as follows: The production of elec- 
tric power or process heat; or for propulsion; or solely or principally 
for the commercial provision of byproduct material, irradiation, or 
other special services; in each case, for civilian use. 

The words ‘“‘process heat” includes space heat, but are not limited 
thereto, and also include heat for industrial processes and purposes. 

The word “‘propulsion”’ is intended to cover all types of civilian pro- 
pulsion reactors, including those installed in ships, airplanes, and 
ground vehicles. 

Subsection 261 a. (2) applies to cooperative programs with persons 
by “arrangements (including contracts, agreements, and loans) or 
amendments thereto.”’ It is intended that the term ‘‘arrangements”’ 
shall include the meaning as used in section 31 of the act, and thus 
include all individual contracts or other methods by which the Com- 
mission shall provide assistance under its power demonstration pro- 
gram, and also include any cooperative programs in the field of civilian 
atomic power program under agreements for cooperation. 

Subsection 261 a. (2) applies to arrangements which provide certain 
types of assistance, namely: The payment of funds, the rendering of 
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services and the undertaking of research and development without 
full reimbursement, and the waiver of charges accompanying such 
arrangements, or the provision by the Commission of any other finan- 
cial assistance pursuant to such arrangement. 

The Commission indicated in the June 10 hearing that it would 
consider “full reimbursement” as the payment of normal charges, 
The AEC Controller testified further that “normal charges” would 
usually be the full direct and indirect costs, any applicable deprecia- 
tion, plus a 15-percent added factor. The 15-percent factor is in- 
tended to take care of miscellaneous expenses, such as AEC adminis- 
tration of the contract. 

Subsection 261 a. (2) terminates with the words ‘“‘or which involve 
the acquisition or condemnation of any real property or any facility 
or for plant or for facility acquisition, construction or expansion un- 
dertaken by the Commission as a part of such arrangement.” It is 
understood that such funds would be covered by section 261 a. (1) 
even without this language in 261 a. (2), since title to any such prop- 
erty, plant, or facility would be acquired in the name of the Commis- 
sion. However, the Joint Committee included the clause also in 
subsection 261 a. (2) in order that, for review purposes, all funds could 
be itemized and authorized under one particular subsection, rather 
than partly under subsection (1) and partly under subsection (2) of 
section 261 a. Under the proposed new section 111 to the author- 
ization bill, as discussed below in this report, it is intended that all 
funds and assistance provided by cooperative arrangements shall be 
included in one section of the authorization bill. 

Subsection 261 b. repeats language contained in the present section 
261 except that the last sentence of the present section 261 is omitted. 
The omitted sentence reads as follows: 


Funds appropriated to the Commission shall, if obligated by 
contract during the fiscal year for which appropriated, 
remain available for expenditure for four years following 
the expiration of the fiscal year for which appropriated. 


The Commission indicated that it would not object to the elimina- 
tion of this provision, since under Public Law 798, 84th Congress, 
2d session, its current authority under section 261 will expire on 
June 30, 1957, and the provision of Public Law 798 will thereafter 
be applicable to AEC appropriations. 

Section 2 of this bill amends the Atomic Energy Act of 1954, as 
amended, by adding a new section 58, with appropriate amendment to 
the table of contents. 

The new section 58 provides that before the Commission establishes 
any fair price or guaranteed fair price period under section 56, or any 
criteria for the waiver of any charge for the use of special ‘nuclear 
material under section 53, such determinations shall be submitted 
to the Joint Committee, and a period of 45 days shall elapse while 
Congress is in session; provided, however, that the Joint Committee 
may waive the conditions of, or all or any portion of the 45-day period. 

It is intended that the provisions of section 58 shall apply to changes 
by the Commission to any presently established fair price, guaranteed 
fair price period, or criteria for the waiver of charge period, as well 
as to the establishment of such matters in the future. 

The procedure to be followed under this section is similar to that 
provided in sections 51, 61, and 164 of the act except that the period 





CONGRESSIONAL REVIEW OF ATOMIC POWER PROGRAM 7 


is 30 days rather than 45 days. It is the opinion of the Joint Com- 
mittee that 45 days is a more satisfactory period for review than 30 
days. 

COMMITTEE AMENDMENTS 


The committee made two minor amendments to the language of the 
bills, as referred to the Joint Committee. 

First, the committee eliminated the word “specific’’ in line 9 on page 
2. This word was eliminated in order to make certain that the AEC 
obtain specific authority for the appropriation of funds for the co- 
operative reactor development program based on its best estimates of 
the aggregate amount required for the ensuing fiscal year, subject to 
the further requirement that it justify specific projects in accordance 
with the provision of a new section discussed later in this report which 
will be made a part of each new authorization measure hereafter. 

Secondly, the committee amended lines 12 and 13 of page 2 of the 
bill as referred to the Joint Committee by changing the words ‘“‘the 
commercial production of byproduct material’ to read “the com- 
mercial provision of byproduct material, irradiation or other special 
services.’ It was the committee’s intent that cooperative arrange- 
ments for test reactors, if Government assistance is provided for the 
development and construction, should be specifically authorized. 
On the other hand the committee did not intend to require authoriza- 
tion of agreements in the nature of procurement contracts for services 
at established charges applicable to all comers from privately con- 
structed and owned test reactors. 


VIEWS OF THE COMMITTEE 


As indicated in the June 10 hearing, it is the intention of the Joint 
Committee to encourage and not to discourage, a vigorous program 
on the part of the Commission for research and development work 
not specifically related to any particular project or any specific reactor. 
On the other hand, the Joint Committee believes that such unrelated 
research and development work should not be used as a means of 
circumventing the purposes of this bill by providing unauthorized 
assistance on specific reactor projects to persons participating in 
cooperative arrangements. The Joint Committee further believes 
that the Commission should endeavor to bring new contractors and 
firms into the research and development program wherever feasible, 
rather than relying upon large companies already in the program. 

In its consideration of the various alternative methods of handling 
current questions, the Joint Committee determined (except as to sec. 
261 and new sec. 58) not to attempt to rewrite or clarify various 
substantive provisions of the act, such as section 169 (no subsidy), 
section 53 (waiver of use charges), and section 56 (establishment of 
prices). Rather, as explained in this report, the Joint Committee 
proposes to revise the act to provide for appropriate review and author- 
ization by the Joint Committee and Congress of atomic power proj- 
ects and review of schedules of prices and criteria of waiver of use 
charges before they become effective. In this manner it was intended 
to permit the AEC the needed amount of flexibility and yet provide 
substantial review authorization by the Congress. 
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PROPOSED NEW SECTION TO AUTHORIZATION BILL 


In order to implement the provisions of section 261 a. (2) as amended 
by this bill, the Joint Committee also considered the language of a 
proposed new section to be added to the current fiscal year 1958 
authorization bills now pending before the Joint Committee (H. R. 
5889 and S. 1572, 85th Cong., Ist sess.). Therefore in the meetings 
and hearings described earlier in this report, consideration was also 
given to the necessary implementing language, and the following 
new section was formulated and approved in substance by the members 
of the Joint Committee, and will be part of the authorization bill: 


SEC. 111. 

a. There is hereby authorized to be appropriated to the 
Atomic Energy Commission, in accordance with the provi- 
sions of section 261 a. (2) of the Atomic Energy Act of 1954, 
as amended, the sum of $— for use in a program not to 
exceed $ , 

b. Before the Commission enters into any arrangement 
(including contract, agreement and loan) or amendment 
thereto, the basis of which has not been included in the 
program justification data previously submitted to the Joint 
Committee on Atomic Energy in support of authorization 
legislation approved in accordance with the provisions of 
section 261 a. (2) of the Atomic Energy Act of 1954, as 
amended, and which involves appropriations authorized by 
subsection (2) of this section, the basis for the arrangement 
or amendment thereto which the Commission proposes to 
execute (including the name of the proposed contract or 
party with whom the arrangement is to be made, a general 
description of the proposed reactor, the estimated amount of 
the assistance to be provided under section 261 a. (2), the 
estimated cost to be incurred by the contractor or other 
party, and the general features of the proposed arrangement 
or amendment) shall be submitted to the Joint Committee, 
and a period of forty-five days shall elapse while Congress is 
in session (in computing such forty-five days, there shall be 
excluded the days on which either House is not in session 
because of adjournment for more than three days): Provided, 
however, That the Joint Committee after having received the 
basis for a proposed arrangement, or amendment thereto, 
may by resolution in writing waive the conditions of or all or 
any portion of such forty-five day period: Provided further, 
That such arrangement or amendment shall be entered into 
in accordance with the program justification data described 
above and the basis for the arrangement or amendment sub- 
mitted as provided herein: And provided further, That no 
basis for a particular arrangement or amendment thereto 
need be resubmitted to the Joint Committee for the sole 
reason that the estimated amount of assistance provided for 
therein exceeds the estimated amount of assistance pre- 
viously submitted to the Joint Committee by not more than 
15 percent. 


At the outset of the hearings with the AEC Commissioners and 
staff on June 10, 1957, Mr. Holifield, chairman of the Subcommittee 
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on Legislation, which had been considering the proposed legislation, 
explained the contemplated operation of amended section 261 a. (2) 
and the proposed new section to the authorization bills. The sub- 
stance of his explanation follows: 

Under section 261 a. (2) and proposed section 111 of the authoriza- 
tion bill, it is contemplated that the Commission will request each year 
authorization of a certain amount of funds as a lump sum for use in a 
program not to exceed another lump sum, larger in amount. The first 
amount would cover appropriations to be authorized, while the second 
amount would provide a total limitation on the payments and other 
consideration which could be made available under the program. 
The difference would cover, for example, amounts involved by the 
waiving of use charges for special nuclear materials during the early 
years of reactor operation. As each individual arrangement is nego- 
tiated under that lump sum, the basis of the proposed individual 
arrangement (including a description of all the types of AEC assist- 
ance contemplated) must be submitted to the Joint Committee, and a 
period of 45 days must elapse while Congress is in session (unless 
waived by the Joint Committee) before the Commission may enter 
into the individual arrangement. 

The bill provides that the Commission must submit the basis of each 
arrangement for 45 days as described above, or the Commission must 
submit a description of the basis of each individual proposed arrange- 
ment to the Joint Committee as a part of its justification data in the 
authorization request. 

In either event, the basis of each individual arrangement must be 
submitted to the Joint Committee for scrutiny. In the current 
authorization request, it is contemplated that the Commission will 
describe to the Joint Committee each of the seven arrangements 
contemplated under the first and second rounds of its program. As 
for the third round, it will request authorization of a lump sum, for use 
in a program not to exceed another lump sum, but the basis for each 
individual arrangement thereafter contemplated under that lump sum 
will be submitted to the Joint Committee, either under the 45-day 
procedure, or as a part of the authorization hearings in the next or 
subsequent years. 

Thus the basis for each arrangement by the AEC with industry 
under the first, second, third, and all subsequent rounds, will be 
individually submitted to the Joint Committee before the Commission 
may proceed to enter into the arrangement. All arrangements here- 
tofore entered into are subject to the authorization and appropriation 
of funds, unless obligated, and it is contemplated that the amounts 
intended to be obligated under each contract each year will be itemized 
and submitted as a part of the authorization and appropriation 
processes. 

The Joint Committee and the Congress in the future will be able to 
scrutinize the basis of each contract or arrangement before it is con- 
summated, and will also thereafter be able to study the annual 
expenditure of funds contemplated. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXITX of the Standing 
Rules of the Senate, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter is printed in 
italic) : 


A BILL To amend the Atomic Energy Act of 1954, as amended, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 261 of the 
Atomic Energy Act of 1954, as amended, is amended to read as 
follows: 

“Sec. 261.—APPROPRIATIONS. 

“a. There are hereby authorized to be appropriated such sums as 
may be necessary and appropriate to carry out the provisions and 
purposes of this Act, except 

“‘(1) Such as may be necessary for acquisition or condemnation of 
any real property or any facility or for plant or facility acquisition, 
construction, or expansion: Provided, That for the purposes of this sub- 
section a., any nonmilitary experimental reactor which is designed to 
produce more than 10,000 thermal kilowatts of heat (except for intermittent 
excursions) or which is designed to be used in the production of electric 
power shall be deemed to be a facility. 

““(2) Such as may be necessary to carry out cooperative programs with 
persons for the development and construction of reactors for the demonstra- 
tion of their use, in whole or in part, in the production of electric power 
or process heat, or for propulsion, or solely or principally for the commer- 
cial provision of byproduct material, irradiation, or other special services, 
for civilian use, by arrangements (including contracts, agreements, and 
loans) or amendments thereto, providing for the payment of funds, the 
rendering of services and the undertaking of research and development 
without full reimbursement, the waiver of charges accompanying such 
arrangement, or the provision by the Commission of any other financial 
assistance pursuant to such arrangement, or which involve the acquisition 
or condemnation of any real property or any facility or for plant or 
facility acquisition, construction or expansion undertaken by the Com- 
mission as a part of such arrangements. 

“6. The acts appropriating such sums may appropriate specified 
portions thereof to be accounted for upon the certification of the 
Commission only. [Funds appropriated to the Commission shall, if 
obligated by contract during the fiscal year for which appropriated, 
remain available for expenditure for four years following the expira- 
tion of the fiscal year for which appropriated. ] 

Sec. 2. The Atomic Energy Act of 1954, as amended, is amended 
by adding a new section 58 with appropriate amendment to the table 
of contents, as follows: 

“Src. 58.—Review. Before the Commission establishes any fair price 
or guaranteed fair price perrod in accordance with the provisions of section 
56, or establishes any criteria for the waiver of any charge for the use of 
special nuclear material licensed or distributed under section 53 the pro- 
posed fair price, guaranteed fair price period, or criteria for the waiver of 
such charge shall be submitted to the Joint Committee, and a period of 
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forty-five days shall elapse while Congress is in session (in computing such 
forty-five days there shall be excluded the days in which either House is not 
in session because of adjournment for more than three days): Provided, 
however, That the Joint Committee, after having received the proposed fair 
price, guaranteed fair price period, or criteria for the waiver of such charge, 
may by resolution waive the conditions of or all or any portion of such 
forty-five day period.” 0 
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INCREASING TO $500,000 FROM $300,000 THE PERMISSIVE 
LIMIT FOR ISSUING SECURITIES UNDER SEC REGU- 
LATION A 





June 14, 1957.—Ordered to be printed 





Mr. Lavuscue, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


{To accompany §, 2299] 


The Committee on Banking and Currency, which has had under 
consideration the matter of increasing to $500,000 from $300,000 the 
permissive limit for issuing securities under regulation A of the Securi- 
ties and Exchange Commission and other regulations adopted pursuant 
to section 3 (b) of the Securities Act of 1933, as amended, reports 
favorably to the Senate a bill (S. 2299) to that effect and recommends 
that the bill do pass. 

GENERAL STATEMENT 


Section 3 (b) of the Securities Act of 1933, as amended, authorizes 
the Securities and Exchange Commission to add from time to time to 
the list of securities expressly exempted from the provisions of that 
act by section 3 (a) of the act. 

The Commission is presently empowered to use this authority for 
an issue of securities offered to the public in an aggregate amount 
not exceeding $300,000. This bill would increase that limit to 
$500,000. 

Under section 3 (b), the Commission may so exempt any class of 
securities if it finds that because of the small amount involved or the 
limited character of the public offering, enforcement of the act with 
respect to that class of securities is not necessary in the public interest 
and for the protection of investors. The statute authorizes the Com- 
mission to exercise this power by its rules and regulations, subject to 
such terms and conditions as may be prescribed in those rules and 
regulations. 

The most important regulation adopted by the Commission speci- 
fying the terms and conditions on which exemption is granted pur- 
suant to this authority is regulation A. This provides a general 
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exemption for small United States and Canadian issues. On July 23, 
1956, it was substantially revised in order to increase protection to 
the investing public and also to clarify and simplify the methods by 
which issuing companies may qualify under the regulation. 

Basically, regulation A permits a company to obtain not more than 
$300,000, less underwriting commissions, of needed capital in any one 
year from a public offering of its securities upon compliance with 
regulation A. The company is then exempted from the registration 
provisions of the 1933 act. Regulation A filing consists of a notifica- 
tion giving basic information about the company, certain exhibits and 
an offering circular required to be used in offering the securities to the 
public, except in the case of a company having an earnings history 
offering not in excess of $50,000 of securities. It should be noted 
that exemption from registration does not include exemption from 
civil liabilities for material misstatements or omissions imposed on 
any person by section 12 (2) of the act or from criminal liabilities for 
fraud imposed on any person by section 17 of the act. 

In addition to regulation A, the following regulations have been 
issued and are now effective under section 3 (b) of the act: 

Regulation A-M: A special exemption for assessable shares of 
mining company stock up to $100,000; 

Regulation A-R: A special exemption for notes and bonds 
secured by first liens on family dwellings up to $25,000; 

Regulation B: An exemption for a fractional undivided interest 
in oil or gas rights up to $100,000; 

Regulation B-T: An exemption for interests in oil royalty 
trusts or similar types of trusts or unincorporated associations 
up to $100,000. 

Filings under these several regulations are processed in the Com- 
mission’s nine regional offices under the general coordination of the 
Branch of Small Issues in the Division of Corporation Finance at 
headquarters in Washington, D. C. Ten business days must elapse 
between the filing with the regional office and the commencement of 
the public offering, unless the Commission authorizes a reduction of 
this period. During the 10-day period the regional office staff reviews 
the filing to determine whether conditions for use of the exemption have 
been met and whether any deficiencies exist requiring correction before 
the offering to the public can begin. 


HISTORY 


As originally enacted, the Securities Act of 1933 placed the per- 
missive exemptive limit under section 3 (b) at $100,000. House 
Report No. 85, 73d Congress, Ist session, dated May 4, 1933, accom- 
panied H. R. 5480, which became the Securities Act of 1933 (Public 
Law 22, approved May 27, 1933). This report, at page 6, discussed 
certain exempted securities and transactions. It first made reference 
to specific exemptions granted certain securities under section 3 (a) 
and certain transactions under section .4. With reference to the 
general discretionary authority granted to the Commission by section 
3 (d) to make additional exemptions of securities, the report said the 
following: 


The Commission is given a further discretionary power 
carefully limited to exempt additional transactions and 
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securities where the aggregate amount of the offering does 
not exceed $100,000. This power is deemed necessary for 
the effective administration of the bill, but is expected to 
be used only in a sparing manner, which keeps in mind the 
prima facie requirement that every security and transaction 
not specifically exempted by the terms of the bill should be 
kept within its scope. 

Section 5 (c) also exempts sales within a State of entire 
issues Of local issuers. In view of these exemptions and the 
restriction of the bill’s application to new offerings, the bill 
does not affect transactions beyond the need of public pro- 
tection in order to prevent recurrences of demonstrated 
abuses. 


The Senate bill on the subject, S. 875, had no similar provision for 
discretionary exemption. ‘Therefore, no comment on this point 
appears in Senate Report No. 47, 73d Congress, Ist session, dated 
April 17, 1933, aceempanying S. 875. Neither was any mention 
made of this particular provision in the conference report on the bill 
(H. Rept. No. 152, 73d Cong., dated May 20, 1933, to accompany 
H. R. £480). 

In 1945 the permissive exemptive limit under section 3 (b) of the 
act was increased to $300,000 from $100,000. An important purpose 
of this action was to provide small business with relatively simpler 
access to needed capital. Senate Report No. 123, 79th Congress, 
Ist session, dated March 27, 1945, accompanying S. 62, so stated. 
In the March 14, 1945, letter from Chairman Purcell of the Commission 
to Senator Wagner as chairman of your committee, it was stated that 
if the bill then under consideration passed, the Commission would 
feel bound to implement it by adopting rules extending the exemption 
to as many issues not then exempted up to the limit provided in the 
bill as could be found to meet the standards of the section. 

The same letter invited attention to the fact that users of regulation 
A offerings are subject to the civil liability provisions that section 12 
of the Securities Act of 1933 places on persons who sell securities 
and to the criminal fraud liabilities placed on sellers of securities by 
section 17 of that act. However, it noted that users of exemptions 
under regulation A or other regulations promulgated under section 
3 (b) of the act are not subject to the civil liabilities imposed by section 
11 of the act upon issuers, directors, officers, experts, preparing reports 
for the registration statement, underwriters and persons in control of 
such persons. Under such an explanation of the circumstances, the 
Congress saw fit in 1945 to increase the permissive exemption limit 
from $100,000 to $300,000. 

While this provision is available to any issuer, regardless of whether 
it is a small, medium size or big business enterprise, it is obvious that 
the exemption is most useful to small businesses seeking a relatively 
small amount of capital through the flotation of securities. This is so 
particularly because certain fixed costs are involved in floating a 
securities issue, with the result that the percentage of cost constitutes 
a greater portion of the proceeds derived from sale of a smaller issue 
of securities. As the amount of sales proceeds increases, the first 
costs of floating the issue as a percentage of proceeds tend to decline. 
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REGULATION A FILINGS 


The number of notifications filed under regulation A by fiscal years 
ending June 30 for the 11 years from 1947 to 1957 inclusive and the 
dollar amount of proposed offerings are as follows: 














Year | Notification Amount | Year | Notification Amount 
ne eee eer eee ee ee eee ayy ee ereemapee tre epee ees rat: Te 

BOG Sahat iebkwenis 1, 513 $210, 791, 000 i SIDES, incetesntjaktnhilddbeainde 1, 528 223, 350, 000 
rae ae 1, 610 i onneneemepsneons 1, 175 187, 153, 000 
RL ee et 1, 392 186, 783, 000 |] 1955_..-......-.-.._-- 1,628 | 206, 267, 000 
aa ee 1, 357 171, 743, 000 ee eihsiiatti ti ndaat 1, 463 273, 472, 000 
SLs oat haiedieedbemaanl 1, 358 174, 278, 000 1957 (10 months tc 

GOOD... Bisdsdscuntsdisis 1, 494 210, 673, 000 Apr. 30, 1957) _...-- 771 139, 600, 000 





The Commission has invited the attention of your committee to the 
trend toward reduction in regulation A filings since 1955. It is 
particularly significant that rojected on an average rate, the filings 
under regulation A for the fiscal year that will end June 30, 1957, 
are running at a rate of only about 925 filings involving a total dollar 
amount of approximately $167,400,000. 

Calculations by the Small Business Administration indicate that 
an exclusion of mining companies and oil and gas companies from the 
total amounts of regulation A financing results in a residual financing 
for other types of business by fiscal years as follows: 


ih. .2. Ae tela eubnad saahn Abb taiakh hs bens apo cn pags s cae $180, 000, 000 
nc ot ee I tte mab b Sach ubbwendhiviide 151, 000, 000 
oa Sek etd ddd ee bin SLE deem sO Lied dbbewetilc pias 191, 000, 000 


etwas neta aewwarewi 113, 000, 000 


The saeauatativs, os the Small Business Administration testified 
to your committee’s Subcommittee on Securities that this small 
increase in the amount of regulation A financing by nonextractive 
enterprises indicates a need for increase in the permissive exemptive 
limit in regulation A offerings, particularly in view of the decline in 


the value of the dollar that has occurred since that limit was fixed 
at $300,000 in 1945. 


DECREASE IN VALUE OF DOLLAR 


In this connection, by request of the chairman of your subcommittee, 
the following material was prepared, indicating the value of the corpo- 
rate dollar had declined to such an extent since 1945 that in order to 
provide the corporate issuer with the same value of dollars he had in 
1945, the $300,000 limit would have to be increased to approximately 
$535,000. 


COMPARISON OF VARIOUS INDEXES IN 1945 AND 1957 


This matcrial compares the value of a corporate dollar in 1945 
with the same dollar as of a recent date in 1957. 

Use of new corporate funds.—An analysis of the worth of the dollar 
raised by sale of stock can be obtained by comparing the increase in 
cost to the issuer for items upon which the corporate dollar is spent. 
Of every $5 of new corporate funds raised in February 1957, $4 was 
spent for plant and equipment and $1 was retained for working capital, 
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on the basis of statistics gathered by the Securities and Exchange 
Commission. 

Indicators of value of corporate dollar.—Indexes tending to measure 
depreciation of the corporate dollar since 1945 are as follows: 

For plant and equipment, indexes of the cost of nonresidential 
construction and producers’ durable equipment. 

For working capital, indexes of wholesale commodity prices, 
consumer prices (to a lesser degree), hourly wages and weekly 
wages. 

Nonresidential construction and producers’ durable equipment.—An 
implicit deflator has been computed by the Council of Economic Ad- 
visers for costs of nonresidential construction and producers’ durable 
equipment. Using 1945 as a base equaling 100, the combined index 
for these factors increased to 178 in 1956, a 78 percent increase. On 
the premise of these statistics, for every dollar spent by an issuer for 
plant and equipment in 1945, he would now have to spend $1.78. 

Wholesale commodity prices.—On a 1947-49 base, the index for all 
wholesale commodity prices was 68.8 for 1945, and had increased to 
117.2 in April 1957. This equals an increase of approximately 70 per- 
cent. For every dollar spent by the issuer for commodities at whole- 
sale in 1945, he would now have to spend $1.70. 

Consumer prices.—In the consumer price field (not nearly as appli- 
cable to commercial enterprises), on a base of 1947 to 1949 equaling 
100, the 1945 average index was 76.9 for all items making up the 
Consumer Price Index. By March 1957 this index had climbed to 
118.9. ‘The increase in this case is only about 55 percent; requiring 
a present expenditure of $1.55 to equal a $1 expenditure in 1945. 

Hourly earnings.—The average gross hourly earnings on a monthly 
basis in 1945 were approximately $1.02 in manufacturing, 78 cents in 
retail trade, and $1.38 in private building construction. In the month 
of March 1957 these hourly earnings had increased to approximately 
$2.05 (manufacturing), $1.61 (retail trade) and $2.92 (building con- 
struction). Compared to the 1945 rates, the 1957 rates quoted are 
more than twice as great or, expressed in other terms, represent an 
increase of more than 100 percent. On this premise, for every dollar 

aid to employees for hourly wages in 1945, the same issuer would 
es to pay a little more than $2 in March 1957. 

Weekly earnings.—As another approach to the problem of the value 
of the corporate dollar as working capital to be expended for labor, we 
may consider the average gross wockly earnings in selected industries. 
As gathered by the United States Department of Labor, average gross 
weekly earnings in 1945 were $44.39 in manufacturing, $31.55 in the 
retail trade (excluding eating and drinking places), and $53.75 in 
building construction. In March 1957, on the basis of preliminary 
estimates, these figures had increased to the following: $82.21 (manu- 
facturing), $61.19 (retail trade), and $105.12 (building construction). 
It will be noted that the increase in average gross weekly earnings 
from 1945 to March 1957 is not quite as great as the increase in average 
hourly earnings during the same period. The average gross weekly 
earnings figures are affected by the hours of work, particularly those in 
the overtime category. On the premise of these statistics, for each 
dollar spent in these respective categories in 1945, it would now require 
an expenditure of approximately $1.85 (manufacturing), $1.94 (retail 
trade), and $1.95 (building construction), 
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Increase in inventory and labor costs (working capital items) .—Using 
the wholesale commodity price index as a fair indicator of the level of 
inventory costs to business enterprise, we find a 70 percent increase in 
cost between 1945 and April 1957. Using gross weekly earnings.as’g 
fair indicator of labor cost, we find an increase ranging from 85 to 95 
percent between 1945 and Marc h 1957. Assuming that these factors 
together give an indication of the value of the corporate dollar as 
working capital, we can strike an average of about 80 percent as a 
representative increase since 1945. ‘The precise nature of this average 
will vary, of course, depending upon the proportions to which the 
working capital i in a given enterprise is divided between inventory and 
labor. 

Increase in plant and equipment costs.—The comparable increase in 
the cost of plant and equipment has been 78 percent since 1945. 

Weighted average increase—Weighting these increases on the basis 
of 80 percent for plant and equipment and 20 percent for working 
capital results in a combined average increase of approximately 78.4 
percent. 

Comparison with increase in exemptive limit—By comparison, an 
increase in the permissive exemptive limit for issuing securitics under 
regulation A to $500,000 from $300,000 would represent an increase 
of 66% percent. 

Conclusion.—Assuming the foregoing interpretations, the value 
of the corporate dollar since 1945 has depreciated by a greater amount 
than the proposed increase from $300,000 to $500,000 will make up. 
Stated in another manner, to provide the corporate issuer with the 
same value of dollars as he had in 1945, the $300,000 limit would have 
to be increased to $535,000, on the basis of the foregoing analysis. 

Stock price increases.—Although not directly in point as applied to 
the value of $300,000 today as compared to 1945, it is interesting to 
note the rise in stock prices that has occurred since that time. 

From Securities and Exchange Commission statisties, using 1939 
equals 100, the weekly average of the composite index in 1945 was 
131.2. The weekly average had risen to an index figure of 344 by 
December 1956 and had further increased to 349.7 in the week cnded 
May 10, 1957, the latest available statistics. 





Stock prices (base, 1939 equals 100) 


Year: Inder a 


Poe Tavern Wey) of ee ok ee ee ek Pls . 
POET Ghtay: S10, 1057; weckly) avo) i wee sedis. en sc ccd 349, 7 


But stock prices reflect income to the issuer, rather than expenditure 
by it, upon initial distribution of the security. Assuming the accuracy 
of the above statistics, a share of stock sold on the average of $131.20 
in 1945, would sell for $349.70 on May 10, 1957. 

But even assuming this same magnitude of increase prevails on 
initial offerings as distinguished from stocks listed on exchanges, 
this increase in stock prices would be of no income use to an issuer 
limited to issuing a total of $300,000 in securities in any given year 
pursuant to regulation A of the Securities and Exchange Commission. 

Were the dollar limit of regulation A offerings tied to the stock 
price index, the issuer would be cligible to issue about $798,000 of 
securities under regulation A today. But measured against the more 
realistic standard of the value to the issuer of proceeds of sale of 
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stock, if regulation A offerings were tied to the weighted average 
increase in index indicators of the cost of plant and equipment and 
working capital expenditures, the issuer would be eligible to issue 
about $535,200 of securities under regulation A as of. March-April 


1957. 
SAVINGS IN COST 


The Small Business Administration also made reference to an esti- 
mate by a specialist in the flotation of small issues that the savings 
that can be realized in legal, accounting and printing costs under 
regulation A, as contrasted with full registration under the Securities 
Act of 1933, amounted to between $15,000 and $25,000. A Securities 
and Exchange Commission study of 4 postwar years showed that total 
costs average 11.5 percent of proceeds for flotations between $1 million 
and $2 million, as contrasted with costs of 22 percent for flotations 
under $500,000. Consequently, the savings to be realized under 
regulation A offerings are of real benefit to a small-business issuer, 


REGULATION B FILINGS 


The above discussions relate to offerings under regulation A. 
Offerings under regulation B do not show the same consistent down 
trend. These filings relate to exempt offerings of oil and gas rights 
and have an upper limit of $100,000. Such offerings i in the last 3 fiscal 
years have been as follows: 


Number 
Year: of offerings 
Th soo ae Sow Shas codes educedbde ds ds iia fel. JR ase j 
1955 be deasMi leds Webbie bits idan ctinibi bie ot tel eee) ee ee = 
I 2354 Was bIORER tare ee eee alds nek wd 114 


Reports of sales of offerings under regulation B show the following 
results in recent fiscal years: 


Number of Total 
Year sales reports amount 
filed 
Dthekidedpcbithinnabitnciadnsedanaiiaetnanndinmaianentiaiaadteediamaniaded 1, 699 $770, 042 
Pl Atindddspicdiuancdsunsshaddnddduidenedinbisaodinnhsitekiadteiidi tan tke 1, 076 549, 951 
Sat. cimpahandlicttesei sega ecteatadppapemnlbieive tenctindentaitalassens aiid A inbieaaliiiaiae tated! 1, 419 1, 234, 541 





REGULATION D FILINGS 


A downward trend has evidenced itself in recent filings under 
regulation D (consolidated nes regulation A effective July 23, 1956, 
and terminated as of August 27, 1956) as to Canadian issuers: 


| 
Notifications}; Amount 

















i 
i nistinnnnndébunwind didicieseiwandeausdsddebwbet bite dth uit rd at, eee oss 37 $10, 004, 176 
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SUCCESS OF REGULATION A OFFERINGS 


Commission staff studies for calendar year 1955 show the following 
results for offerings under regulation A: Of 621 offerings of common 
stock for cash sale in that year, 396 were made by nonextractiye 
companies, and 225 were made by mining or other extractive companies 
(including 170 uranium offerings). Reports filed with the Commission 
by these companies showed that during the first 6 months of their 
offerings the nonextractive issuers had a sales success of 65 percent, 
By contrast the extractive industry had an overall 40-percent sales 
success during the same 6-month period comprised as follows: 47 
percent for oil and gas companies, 40 percent for uranium companies, 
and 33 percent for other mining companies. 


ANTIFRAUD FEATURES OF REVISED REGULATION A 


An important aim of the Commission has been to protect the public 
against fraud in the sale of small issues without unduly burdenin 
small business. The Commission notes that regulation A was designs 
to assist legitimate small business and new ventures in bringing to 
market a small issue of securities, and was not designed as a shield for 
the perpetration of fraud on the investing public. 

On July 23, 1956, the Commission revised regulation A in various 
respects. Special restrictions have been added for newly organized 
companies and those having no net income in at least 1 of the 2 pre- 
ceding fiscal years. For such companies, offerings under regulation A 
may not be made for the account of other than the issuer. Such 
companies must use an offering circular even though the amount 
of the offering is less than $50,000. As to such companies securities 
issued to directors, officers, promoters, or underwriters and securities 
previously issued for assets or services must be included in determining 
whether the offering falls within the dollar limitation specified in 
section 3 (b) of the act, unless appropriate arrangements are made, by 
escrow or otherwise, to keep these securities off the market for 12 
months after the commencement of the offering. 

As to all companies seeking to make offerings under regulation A, 
the exemption offered by that regulation is made unavailable to any 
underwriter of the issuer or any partner, director, or officer of the 
underwriter if any such person has been convicted of a crime involving 
securities transactions, has been enjoined from violating the securities 
laws, has been the subject of a disciplinary order by the Commission, 
a national securities dealers association or a securities exchange, or 
has been the underwriter of any other issue which is the subject of a 
pending stop order or suspension order proceeding or of an outstanding 
stop order or suspension order issued by the Commission within the 
past 5 years. Under regulation A before the revision, the exemption 
was denied, by contrast, only to directors, officers, affiliates, pred- 
ecessors, promoters or the principal underwriter of the issuer, any of 
whom had been convicted of crime involving securities transactions, 
or had been enjoined in connection with such transactions. The 
revision in this respect is designed to control the class of issuers and 
promoters who can avail themselves of regulation A offerings. 

Under the revised regulation A, Canadian issues will be placed on 
the same level as United States domestic issues insofar as the terms 
and conditions for exemption are concerned. However, Canadian 
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issues by companies not having a net earnings record must first be 
qualified for offering in the Canadian province in which the company 
has its principal office or place of business, before such issues can 
enjoy the exemption afforded by regulation A. In view of this revision 
the former regulation D affecting Canadian issues has been con- 
solidated with regulation A. 

As to all companies seeking to use the advantages of regulation A, 
certain additional information is required to be filed by the issuer in 
its notification on form 1—A, designed to aid the Commission staff in 
reviewing the offering circular for the detection of false and misleading 
statements and to determine the availability of the exemption. This 
additional information consists of copies of documents describing the 
rights of securities holders and consents by engineers, geologists, 
appraisers, accountants and other experts to be named in the notifica- 
tion or offering circular where reference to them as experts or to their 
opinions is made. As to all companies making use of regulation A 
offerings, a report of sales on form 2—A must be made within 30 days 
after the end of each 6-month period following the date of the original 
offering circular until the offering has been terminated. 

Finally, as to all companies using regulation A, there has been added 
as a ground for suspension of the exemption any failure by the issuer 
or any of its promoters, officers, directors or underwriters to cooperate 
in any investigation by the Commission of an offering under the 
regulation. ‘The Commission testified that in its opinion, this revision 
of regulation A has provided increased investor protection in the area 
of small issues of securities without impeding the raising of equity 
and other capital by small business enterprises. 


ANTIFRAUD ACTION BY BRANCH OF SMALL ISSUES AND COMMISSION 


The Commission further noted that on August 16, 1956, it had 
established a new Branch of Small Issues in its Division of Corporation 
Finance in Washington, D.C. In consultation with regional offices of 
the Commission, the Branch of Small Issues is to determine which 
filings on their face are open invitations to fraud. Tests to be used 
by the Branch in making this determination include the following: 
(1) Whether the company properties do not appear valuable; (2) 
whether the background and experience of the promoters appear 
dubious in view of the business proposed to be transacted; (3) whether 
the venture is merely rank speculation. Such filings will then be 
investigated to determine the selling practices actually used. This 
Branch also examines the Commission’s records for securities violations 
in order to check each filing under regulation A as it is made, and to 
determine whether any ground for disqualification from the exemption 
exists. These practices are deemed by the Commission to be helpful 
safeguards against fraudulent activity in regulation A issues. 

Regulation A provides for denial or suspension of the exemption in 
appropriate cases. In 1955 denial or suspension orders were issued 
by the Commission in 18 cases. In 1956 they were issued in 100 
cases. Generally the reasons for their issuance included failure to 
comply with conditions of the exemption, such as failure to file 
reports of sales and use of proceeds, or in some cases the commission 
of outright fraud and deceit, involving misstatements of material 
facts either in the offering circular or in oral communication. 
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The Commission is of the opinion that strengthening regulation A 
places it in a position to detect quickly filings that are merely schemes 
to obtain so-called “front money” to line the pockets of promoters 
rather than to obtain funds for the conduct of bona fide business, 
It also believes this strengthened regulation enables it to detect 
offerings sold without use of the required offering circular and sold 
by false and misleading sales talk by high pressure salesmen often 
operating out of “boiler rooms.”’ In reporting this bill favorably, 
your committee is relying upon the opinion of the Commission that 
its present rules and reguls ations under section 3 (b) of the act and 
its practices and procedures under those rules and regulations are 
sufficient to safeguard the public against fraud. The Chairman of 
the Commission on May 21, 1957, testified to the Subcommittee on 
Securities that an increase in the exemptive limit to $500,000 would 
be justified without any increase in the civil liabilities provisions 
currently in effect under the Securities Act of 1933. 


CIVIL LIABILITY PROPOSAL 


During that testimony, the Chairman of the Commission made 
reference to a proposed amendment to section 12 of the Securities 
Act of 1933 that would increase the civil liabilities of issuers, signers 
of the offering circular or the application and persons making or 
causing to be “made an untrue statement or omission in connection 
with an offering of securities under an exemption granted pursuant 
to section 3 (b) of the act. The Chairman of the Commission noted 
that this proposed amendment was still being considered by the 
Commission and its staff as part of a general proposal for several 
amendments to certain of the statutes administered by the Com- 
mission. He indicated that material would be forthcoming to the 
Congress in the near future. Your committee will give any such 
proposal serious consideration upon receipt. However, it feels 
justified in recommending an immediate increase in the exemptive 
limit under section 3 (b) from $300,000 to $500,000 at this time. 


SEASONED BUSINESS AND PENNY STOCK PROPOSALS 


Tn a progress report published on August 7, 1956, the President’s 
Cabinet Committee on Small Business recommended an increase in the 
limit under section 3 (b) of the act to $500,000, citing a substantial 
increase in price levels since 1945 as a justification for this move 
designed to aid small and medium-sized firms in their search for 
capital. That report had also recommended limiting the exemption to 
seasoned businesses and withholding it from so-called penny stock 
issuers. 

In SEC release No. 3664 on July 23, 1956, the Securities and 
Exchange Commission invited comment on a proposed amendment to 
regulation A that would have made exemption under that regulation 
available only to issuers and offerings meeting specified standards 
based upon either the existence of a record of net earnings by the 
issuer or upon a limitation of the number of units that could be issued 
under the exemption. 

By SEC release No. 3600 on December 27, 1955, the Commission 
had also invited comment on a proposed amendment to regulation A 
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requiring that financial statements called for by regulation A offering 
circulars be certified by independent public accountants who would 
consent to use of their names on the certificate. 

By SEC release No. 3783 on May 9, 1957, the Commission announced 
it had concluded neither of the foregoing proposals should be adopted. 
It cited the limited financial information (particularly as to promo- 
tional companies) to which the accountants’ certification would be 
applicable and decided the added expense imposed on small-business 
enterprises would not be warranted. It also noted that no one ap- 
peared at the December 12, 1956, public hearing to comment on the 
“seasoned business” and “penny stock” amendment. Earlier written 
comments received by the Commission on proposed amendments 
affecting these subjects were mostly unfavorable to their adoption, 
according to the Commission. It noted the then current regulation A 
had itself been designed largely as an antifraud measure, and that the 
combination of decreased filings under regulation A and increased 
enforcement activity by the Commission made the proposed amend- 
ments unnecessary. In support of its conclusion, the Commission 
cited the following decrease in uranium issue offerings under regu- 
lation A: 


Number of 
uranium 

Year: issues 
i Bene 452 Pe Bae PEE BORO DD eS ae th BU ER Re eh 170 
Peoe Co wont 00: Dee Sl IO8O a a 140 


1 Only 7 of these were filed after effective date of July 23, 1956, strengthening amendments to regulation A 


In testimony to the Subcommittee on Securities, the representative 
of the Small Business Administration disclosed that SBA had inter- 
vened with SEC as to the proposed amendments being considered by 
the Commission to protect against fraud in “penny stock” issues. 
SBA thought the scope of those proposals as then being considered 
by the Commission might have a harsh effect on small businesses 
deserving protection by the Commission. It therefore concurred with 
the Commission’s decision against adopting the proposed amendments 
limiting the section 3 (b) exemption to seasoned businesses and 
excluding ‘‘penny stock” issuers from the exemption. 

The Commission has assured the Subcommittee on Securities on 
several occasions that it is keenly aware of its responsibilities to 
protect the public against securities frauds, wherever these fall within 
the jurisdiction of the Commission. It has noted the enforcement 
activity being handled by its regional offices, particularly against 
so-called boilerroom practices, where high pressure salesmen use 
the telephone to sell securities by fraudulent methods. The Subcom- 
mittee on Securities has urged the Commission to follow a policy of 
strict enforcement of the Federal securities laws. If practice shows 
any weak links in the enforcement powers of the Commission that 
can be cured by the legislative process, your committee stands ready 
to consider the necessary legislative amendments at any time. 


ANTIFRAUD CRIMINAL PROSECUTIONS 


In the course of hearings on the legislation proposed in this bill, 
the subcommittee sought information on the enforcement of the pur- 
poses of regulation A by means of criminal sanctions against violators 
of the regulation or the statute pursuant to which it was issued. The 
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Department of Justice currently has the responsibility of handling 
criminal prosecutions referred to it by the Commission. 

Unfortunately, that Department states that it maintains no statis. 
tics with regard to cases referred to it by the Securities and Exchange 
Commission for prosecution. The chairman of the Subcommittee on 
Securities on May 22, 1957, wrote a letter to the Attorney General 
requesting information concerning action of the Department of Justice 
on regulation A case referrals from the Commission, as well as on 
other cases of violations of the Federal securities laws, rules and regu- 
lations. In a June 7, 1957, reply for the Attorney General, it was 
stated that a definitive response to the questions posed by the chair- 
man would entail a study of each of the hundreds of the Department’s 
files and that such a protracted examination could not be completed 
in time to be of benefit to the subcommittee’s consideration of legis- 
lation such as that proposed by the instant bill. In addition, the 
Department was unable to answer the subcommittee chairman’s ques- 
tion concerning how many cases involving possible instances of viola- 
tion of Federal securities laws were handled by the Department of 
Justice without referral from the Commission. 

However, from an examination of material prepared by the Com- 
mission, it is apparent that whatever alleged violations of regulation A 
had been referred to the Department of Justice between 1934 and 
June 30, 1956, were included among the following cases: 





Fiscal year 
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ment of 
Justice in 
each year 
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such cases 
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1936 
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The Commission states that in 513 of these cases action has been 
completed as to one or more defendants, convictions having been 
obtained in 444 cases. In the remaining 69 cases acquittal or dis- 
missal as to all defendants resulted. 

Of approximately 31 cases now understood to be pending in the 
Department of Justice, the oldest was referred to the Department 
in the fiscal year ending June 30, 1938. In this case the remaining 
defendant has not yet been apprehended. The oldest case awaiting 
trial is one referred to the Department in 1942 that involved 18 
defendants. Of these, the case has been completed as to 3, 1 is 
awaiting trial and the remaining 14 have not yet been apprehended. 
Also awaiting trial is a case referred to the Department in 1943 
involving 5 defendants. Of these the case has been completed as to 
2, 1 is awaiting trial and 2 have not yet been apprehended. Cases 
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referred to the Department in 1944, 1945, 1946, 1947, 1953, and 1954 
involve defendants not yet apprehended. 


PROPONENTS 


It has already been noted that the Securities and Exchange Com- 
mission favors the legislation proposed by this bill. So does the 
Small Business Administration. Among other witnesses testifying in 
favor of the proposed legislation are representatives of the National 
Association of Manufacturers; the Investment Dealers of Ohio, Inc.; 
the United States Independent Telephone Association; the National 
Association of Security Dealers, Inc.; the American Stock Exchange; 
ant the New York Stock Exchange. Senator Sparkman and Senator 
Thye sponsored bills having the same effect as this bill. In his 
budget message submitted to the Congress January 16, 1957, the 
President of the United States recommended that issues of securities 
up to $500,000 be exempted from the regular registration provisions 
of the Securities Act of 1933, in order that small business may have 
a better opportunity to secure adequate financing. This proposal 
was reiterated in the Economic Report of the President submitted to 
the Congress January 23, 1957. The general support given this 
proposal by the President’s Cabinet Committee on Small Business in 
its August 7, 1956, progress report has already been noted. No 
testimony was received by the Subcommittee on Securities in opposition 
to the legislative proposal contained in this bill. 


PRIOR SENATE APPROVAL 


In the 83d Congress, the Senate adopted a provision in S. 2846 that 
would have increased the exemptive limit under section 3 (b) of the 
Securities Act of 1933 to $500,000. The House of Representatives, 
however, did not pass this provision, so the limit currently remains 
at $300,000. 

CONCLUSION 


For the reasons cited above, your committee is of the opinion that 
the limit should be immediately increased to $500,000, particularly 
as an aid to small business in raising equity capital at a time when 
small-business borrowings are hampered by the current climate of 
“tight money.” Even in the absence of a “tight money” market, 
this measure designed to enable small business enterprises to raise 
equity capital would be desirable because this process of obtaining 
working capital does not encumber the financial statement of the 
enterprise with debt. Your committee wishes to emphasize that it 
expects the Commission to administer the provisions of section 3 (b) 
of the Securities Act of 1933 with caution in order that no fraud on the 
investing public may be encouraged by raising the limit for flotation 
of securities under section 3 (b). With this admonition, your com- 
mittee favorably reports the bill and recommends that it be passed, 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Pusiic No. 22, 73p Conearess, aS AMENDED 
TITLE I. SECURITIES ACT OF 1933 
+ > * 


EXEMPTED SECURITIES 

bet 3 =o '* 

(b) The Commission may from time to time by its rules and 
regulations, and subject to such terms and conditions as may be 
prescribed therein, add any class of securities to the securities ex- 
empted as provided in this section, if it finds that the enforcement 
of this title with respect to such securities is not necessary in the 
public interest and for the protection of investors by reason of the 
small amount involved or the limited character of the public offering 
but no issue of securities shall be exempted under this subsection 
where the aggregate amount at which such issue is offered to the 


public exceeds [$300,000] $500,000, 
O 
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AMENDING THE NORTH PACIFIC FISHERIES ACT OF 1954 IN ORDER 
TO STRENGTHEN ENFORCEMENT MACHINERY TO CONTROL 
HIGH SEAS FISHERIES OPERATIONS IN CONJUNCTION WITH 
REGULATIONS OF THE PACIFIC COAST STATES AND CANADA 


June 14, 1957.—Ordered to be printed 


Mr. Maanuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8, 2212} 











The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 2212) to amend the North Pacific Fisheries 
Act of 1954, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 






















S. 2212 is a bill submitted by Executive request to amend the 
North Pacific Fisheries Act of 1954, which provides for Federal 
authority to regulate United States fisheries operations on the high 
seas off the coast of Alaska. 

The legislation would extend Federal responsibility to effect fisheries 
conservation regulations for American fishermen south of the present 
line at Dixon Entrance (about 54°40’ N.) to as far south as 48°30’ N. 

The new authority providing Federal control over fisheries is 
necessary, your committee believes, to implement the terms and 
conditions of the North Pacific Fisheries Convention of 1952. It 
would extend regulatory powers outside the recognized 3-mile limit 
off West Vancouver Island, Canada, as far as American fishermen are 
concerned, south to a point approximately midway between Bonilla 
Point and Tatoosh Island at the entrance to the Strait of Juan de Fuca. 

The bill was introduced at the request of the State Department, 
fishermen, and industry representatives of the Pacific coast. It will 

rovide Federal legislation to coincide with similar acts passed by the 
egislatures and approved by the Governors of Washington, Oregon, 
and California, designed to extend State control and authority over 
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resident fisheries operations on the high seas and coastal areas of the 
Pacific coast. ‘These acts were passed in March, April, and Maygof 
1957. 

Canada, by Order in Council, adopted similar legislation effectiyg 
May 1, 1957, to coordinate the regulations governing Canadian fisher. 
men with those of the States and of the Federal Government as con. 
templated under this bill. 

The legislation is a result of a series of hearings held by various 
groups of fishing industry leaders with State and Federal Government 
officials on the Pacific coast and marks a real milestone of progress 
toward the adoption of coordinated fishing regulations by the Pacific 
Coast States, Canada, and the Federal Government, to preserve salmon 
and other fisheries resources contiguous to the Pacific coast and Alaska, 

The bill, in effect, recognizes the right of the three Pacific Coast 
States to manage coastal fisheries under State authority and extends 
Federal authority in areas beyond recognized State jurisdiction over 
resident fisheries. This legislation, providing for the enactment of 
restrictive measures against eastalal fishing practices on the high 
seas and for uniform regulations to protect a common fishery between 
Canadian and American fishermen, has been needed for a long time. 

The three States—Washington, Oregon, and California—acting 
through the Pacific Marine Fisheries Commission, by resolution 
adopted at San Francisco, Calif., on November 28, 1956, petitioned the 
Federal Government for action to bring about a coordinated program 
between the States, the Federal Government, and Canada. Ohis 
program was approved by the United States-Canada Fisheries Con- 
ference at Seattle, February 1957. 

All fishing interests are primarily concerned over the sudden ex- 
pansion of gill net and purse seine salmon fisheries on the high seas off 
the coasts of Washington, British Columbia, and Alaska during the 
past 2 years. It is feared that, if this high seas net fishing for salmon 
is not quickly brought under control, the Pacific salmon fisheries will 
be seriously affected in the years to come. S. 2212 will provide Federal 
responsibility for the fulfillment of coordinated action by the three 
Pacific Coast States and Canada to secure these common interests. 

Letters from the Department of State requesting the bill and the 
Department of the Interior, and telegrams from the director of fisheries 
at Olympia, Wash., director of fish and game at Sacramento, Calif, 
the National Fisheries Institute at Washington, D. C., the chairman 
of the Fish Commission of Oregon at Portland, Oreg., and chairman 
of the Pacific Marine Fisheries Commission, are as follows: 


DEPARTMENT OF STATE, 
June 3, 1957, 
Hon. Ricwarp M. Nixon, 
President of the Senate. 

Dear Mr. Vice Presivent: I am forwarding a draft of proposed 
legislation to amend the North Pacific Fisheries Act of 1954 (64 Stat. 
698) which implements the International Convention for the High Seas 
Fisheries of the North Pacific Ocean signed at Tokyo May 9, 1952 
(TIAS 2786, 4 U. S. T. 380). The Convention, which entered into 
force on June 12, 1953, has for its purpose the conservation of the 
North Pacific fisheries of concern to the United States, Canada, and 
Japan or to any two of those nations. 
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The proposed legislation would extend the geographic area. of the 
North Pacific Ocean in which the Secretary of the Interior is au- 
thorized to issue certain fishery regulations. ‘The Secretary of the 
Interior is now empowered by section 12 of the North Pacific Fisheries 
Act to issue such regulations in the waters of the Pacific Ocean 
contiguous to the territorial waters of Alaska. These waters have been 
defined as “all waters of the North Pacific Ocean and Bering Sea 
north of Dixon Entrance and east of 175 degrees west longitude, 
exclusive of the waters of Alaska * * *” (sec. 130.1, Regulations for 
Protection of Commercial Fisheries of Alaska, 1956), which means 
the southern boundary is approximately 54° 40’ north latitude. The 
proposed amendment would expand the area of authorization to 
include the Pacific Ocean north of 48° 30’ north latitude. 

The immediate need for the extension of authority arises from 
the substantial growth during the past 2 years of net fishing for 
salmon in Pacific offshore waters by United States and Canadian 
fishermen. Such offshore salmon net fishing, if uncontrolled, could 
jeopardize the salmon conservation regimes, both international and 
domestic, now in existence on the Pacific coasts of the United. States 
and Canada. Absence of the requested authority might lead to a 
charge that the United States is failing to carry out its obligations 
under the International Convention for the High Seas Fisheries of the 
North Pacific Ocean which requires, inter alia, that the United States 
continue to carry out necessary conservation measures for those 
stocks of fish abstained from by other parties, such abstained stocks 
being salmon, halibut, and herring. 

Control of salmon net fishing south of the line 48°30’ N. will be 
carried out by the States of Washington, Oregon, and California, each 
with respect to its own citizens. Similar control of Canadian fisher- 
men in the whole North Pacific will be exercised by the Government 
of Canada. This joint program of Federal-State-Canadian legislation 
was agreed upon at the United States-Canadian Conference on Coordi- 
nation of Fisheries Regulations held at Seattle, February 27-28, 1957. 
In accordance with that agreement, bills have since been enacted 
into law in the States of Washington, Oregon, and California. Canada, 
by Order in Council adopted April 4, 1957, has issued regulations 
controlling offshore salmon net fishing by Canadian fishermen and 
otherwise carrying out the agreement of the Seattle Conference. 

A more detailed discussion of the proposed bill is set forth in the 
enclosed statement. 

The Department recommends the proposed amendment to the 
favorable consideration of the Congress. 

The Bureau of the Budget has informed the Department that it 
has no objection to the submission of this proposal to the Congress 
for its consideration. The Department of the Interior strongly sup- 
ports this action. 

The proposed legislation is, to the best of the Department’s knowl- 
edge, noncontroversial. At the United States-Canadian Conference 
on Coordination of Fisheries Regulations held at Seattle February 27 
and 28, 1957, representatives of the Pacific Marine Fisheries Commis- 
sion, members of the Washington, Oregon, and California Legislatures, 
and representatives of the fishing industry of the west coast unani- 
mously supported the proposal of joint Federal-State-Canadian action 
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in this important matter, including Federal legislation of the form 
here proposed. 
A similar communication is being sent to the Speaker of the House 
of Representatives. 
Sincerely yours, 


CuristiaAn A. Herter, 
Acting Secretary; 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 11, 1957, 
Hon. Warren G. Maanuson 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

Dear Senator Macnuson: Your committee has requested a report 
on S. 2212, a bill to amend the North Pacific Fisheries Act of 1954. 

We recommend the enactment of this bill. 

This Department has worked with the Department of State in the 
initial preparation of this proposal and we concure in its desirability, 
The effect of this bill is to strengthen our enforcement machinery 
controlling net fishing for salmon on the high seas by American citizens 
in that area between the Territory of Alaska and the State of Wash- 
ington. This will in effect close a gap that has existed heretofore and 
permit the United States to meet its obligations under the North 
Pacific Fishery Treaty. Regulation of the fishery in the waters of the 
high seas contiguous to the Territory of Alaska as well as in the waters 
contiguous to the States of W ashington, Oregon, and California has 
already been provided for under the North Pacific Fisheries Act of 
1954 (68 Stat. 698), and under State legislation. 

The Bureau of the Budget has advised us that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Ross LeErruer, 
Assistant Secretary of the Interior. 


Otympia, Wasu., June 7, 1957. 
Hon. Warren G. Maanuson, 
Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 

Understand Senate bill 2212 might receive favorable attention 
Wednesday. Fishing season begins June 17 in State of Washington. 
Desirable if above bill could be acted upon, making possible uniform 
regulation coastwise. 

Mnmo C. Bet, 


Acting Director of Fisheries. 
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SacrRAMENTO, Cauir., June 11, 1987. 


Senator WArrEN G. Maanuson, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C. 

Your bill S. 2212 will effectuate the measure taken by the States 
and Canada to conserve offshore salmon stocks. You can be assured 
of our support. 

Seta Gorpon, 
Director, California Department of Fish and Game. 


Wasuinoaton, D.C., June 11, 1957 
Senator WarrEN G. Maanuson, 
Chairman, S: nite Committee on Interstate and Foreign Commerce, 
United Siates Capitol, Washington, D. C.: 

Thanks for sponsoring S. 2212 to amend North Pacific Fisheries Act 
to control offshore net fishing of salmon, petrale sole, ete. All Pacific 
Coast States and the fishing industries therein are in favor of this 
amendment. We urge prompt and favorable consideration by com- 
mittee. 

Cuas. E. Jackson, 
National Fisheries Institute. 


PortTLAND, OreG., June 11, 1957. 
Senator Warren G. Maenuson, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Vashington, D. C.: 

States of Washington, Oregon, and California have banned salmon 
gillnetting in Pacific Ocean by their citizens as an essential conserva- 
tion measure. Senate bill 2212 is necessary to provide coastwide 

rohibition of salmon gillnetting for conservation of stocks of salmon of 
‘orth Pacific Ocean. We urge favorable action on this bill. 
Joun C. VeEatcnu, 
Chairman, Fish Commission of Oregon. 


Portiann, Orea., June 11, 1957; 
Hon. Warren Maanvson, 
Chairman, Senate Committee on Interstate and Foreign 
Commerce, United States Senate, Washington, D. C. 

Pacific Marine Fisheries Commission has been vitally interested in 
threat to salmon fisheries which prompted introduction of S. 2212 and 
H. R. 7973. States of Washington, Oregon, and California have 
already enacted bills prohibiting offshore salmon fishing by nets by 
their citizens. Canadian regulations having same effect now in force. 
This commission recommends passage one or other of above-mentioned 
bills to assure identical control of salmon fishing by net in offshore 
waters throughout entire northeastern Pacific and respectfully urges 
favorable action during present session Congress. 


Rosert L. Jongs, 
Chairman, Pacific Marine Fisheries Commission: 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


Norra Paciric Fisueries Act or 1954 (64 Srat. 698) 


(Pustic Law 579, 83p Conga.) 
* Ed * ~ * * * 


Src. 2. As used in this Act, the term— 

(a) “Convention” means the International Convention for the High 
Seas Fisheries of the North Pacific Ocean with a protocol relating 
thereto signed at Tokyo, May 9, 1952; 

(b) “Commission” means the International North Pacific Fisheries 
Commission provided for by article II of the Convention; 

(c) “United States Section” means the United States Commis- 
sioners to the Commission; 

(d) “Convention area’? means all waters, other than territorial 
waters, of the North Pacific Ocean which for the purposes of this 
Act shall include the adjacent seas; 

(e) “Fishing vessel’? means any vessel engaged in catching fish or 
processing or transporting fish loaded on the high seas, or any vessel 
outfitted for such activities. 

Sec. 3. The United States shall be represented on the Commission by 
not more than four Commissioners to be appointed by the President, 
to serve as such during his pleasure, and to receive no compensation for 
their services as Commissioners. Of such Commissioners— 

(a) one shall be an official of the United States Government; 
and 

(b) each of the others shall be a person residing in a State or 
Territory, the residents of which maintain a substantial fishery in 
the Convention area. 

Src. 4. (a) The United States Section shall appoint an advisory com- 
mittee composed of not less than five nor more than twenty members 
and shall fix the terms of office thereof, such members to be selected 
both from the various groups participating in the fisheries covered by 
the Convention and from the fishery agencies of the States or Terri- 
tories, the residents of which maintain a substantial fishery in the 
Convention area. 

(b) Any or all members of the advisory committee may attend all 
sessions of the Commission except executive sessions. 

(c) The advisory committee shall be invited to all nonexecutive 
meetings of the United States Section and at such meetings shall be 
granted opportunity to examine and to be heard on all proposed pro- 
grams of study and investigation, reports, and recommendations of 
the United States Section. 

(d) The members of the advisory committee shall receive no com- 
Sarva for their services as such members. On approval by the 

Jnited States Section, not more than three members of the committee, 
designated by the committee, may be paid for transportation expenses 
and per diem incident to attendance at meetings of the Commission or 
of the United States Section. 
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Sec. 5. Service of any individual appointed from private life as a 
United States Commissioner pursuant to section 3, or as a member of 
the Advisory Committee appointed pursuant to section 4 (a), shall 
not be considered as service or employment bringing such individual 
within the provisions of sections 281, 283, 284, and 434 of title 18 
of the United States Code, and section 190 of the Revised Statutes 
(5 U. S. C. 99), except insofar as such provisions of law may prohibit 
any such individual from acting or receiving compensation in respect 
to matters directly relating to the Convention, this Act, or regulations 
issued pursuant to this Act. 

Sec. 6. The President is authorized to (a) accept or reject, on behalf 
of the United States, recommendations made by the Commission in 
accordance with the provisions of article III, section 1, of the Conven- 
tion, and recommendations made by the Commission in pursuance of 
the provisions of the Protocol to the Convention; and (b) act for the 
United States in the selection of persons by the contracting parties to 
compose the special committee provided by the Protocol to the 
Convention. 

Sec. 7. Any agency of the Federal Government is authorized, upon 
request of the Commission, to cooperate in the conduct of scientific 
and other programs, and to furnish, on a reimbursable basis, facilities 
and personnel for the purpose of assisting the Commission in carrying 
out its duties under the Convention. Such agency may accept reim- 
bursement from the Commission. 

Sec. 8. (a) The provisions of the Convention and this Act relating 
to abstention from fishing in certain areas by the nationals and vessels 
of one or more of the contracting parties shall be enforced by the 
Coast Guard in cooperation with the Fish and Wildlife Service and 
the Bureau of Customs. 

(b) For such purposes any Coast Guard officer, any officer of the 
Fish and Wildlife Service, or any other person authorized to enforce 
the provisions of the Convention and this Act referred to in sub- 
section (a) of this section may go on board any fishing vessel of 
Canada or Japan found in waters in which Canada or Japan has 
agreed by or under the Convention to abstain from exploitation of one 
or more stocks of fish, and, when he has reasonable cause to believe 
that such vessel is engaging in operations in violation of the provisions 
of the Convention, may, without warrant or other process, inspect 
the equipment, books, documents, and other articles on such vessel 
and question the persons on board, and for these purposes may hail and 
stop such vessel, and use all necessary force to compel compliance. 

(c) Whenever any such officer has reasonable cause to believe that 
any person on any fishing vessel of Canada or Japan is violating, or 
immediately prior to the boarding of such vessel was violating, the 
provisions of the Convention referred to in subsection (a) of this 
section, such person, and any such vessel employed in such violation 
shall be detained and shall be delivered as promptly as practicable to 
an authorized official of the nation to which they belong in accord- 
ance with the provisions of the Convention. 

(d) Any officer of the Coast Guard, any officer of the Fish and 
Wildlife Service, or any other person authorized to enforce the pro- 
visions of the Convention and this Act referred to in subsection (a) 
of this section, may be directed to attend as witnesses and to produce 
such available records and files or duly certified copies thereof as may 
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be necessary to the prosecution in Canada or Japan of any violation of 
the provisions of the Convention or any Canadian or Japanese law 
for the enforcement thereof when requested by the appropriate author- 
ities of Canada or Japan respectively. 

Sec. 9. The Secretary of the Interior may designate officers of the 
States and Territories of the United States to enforce the provisions of 
the Convention and this Act in so far as they pertain to fishing vessels 
of the United States and the persons on board such vessels. 

Sec. 10. (a) It shall be unlawful for any person or fishing vessel 
subject to the jurisdiction of the United States to engage in the 
catching of any stock of fish from which the United States may agree 
to abstain in the waters specified for such abstention as set forth in 
the Annex to the Convention, or to load, process, possess, or transport 
any such fish or fish products processed therefrom in the said waters, 
or to land in a port of the United States any fish so caught, loaded, 
possessed, or transported or any fish products processed therefrom. 

(b) It shall be unlawful for any person or fishing vessel subject to 
the jurisdiction of the United States knowingly to load, process, 
possess, or transport any fish specified in subsection (a) of this section 
or any fish products processed therefrom in the territorial waters of 
the United States or in any waters of the Convention area in addition 
to those specified in subsection (a) of this section, or to land in a port 
of the United States any such fish or fish products. 

(c) It shall be unlawful for any person or fishing vessel subject to 
the jurisdiction of the United States knowingly to load, process, 
possess, or transport in the Convention area or in the territorial waters 
of the United States any fish taken by a national of Canada or Japan 
from a stock of fish from which Canada or Japan respectively has 
agreed to abstain as set forth in the Annex to the Convention or any 
fish products processed therefrom, or to land such fish or fish products 
in a port of the United States. 

(d) It shall be unlawful for any person subject to the jurisdiction 
of the United States to aid or abet in the taking of fish by a national 
or fishing vessel of Canada or of Japan from a stock of fish from which 
Canada or Japan has respectively agreed to abstain as set forth in the 
Annex of the Convention. 

(e) It shall be unlawful for the master or owner or any person in 
charge of any fishing vessel of the United States to refuse to permit 
the duly authorized officials of the United States, Canada, or Japan 
to board such vessel or inspect its equipment, books, documents, or 
other articles or question the persons on board in accordance with the 
provision of the Oba vention, or to obstruct such officials in the execu- 
tion of such duties. 

Sec. 11. (a) Any person violating subsection (a), (b), or (c) of 
section 10 of this Act shall upon conviction be fined not more than 
$10,000, and for such offense the court may order forfeited, in whole 
or in part, the fish concerned in the offense, or the fishing gear involved 
in such fishing, or both, or the monetary value thereof. Such forfeited 
fish or fishing gear shall be disposed of in accordance with the direction 
of the court. 

(b) Any person violating subsection (d) of section 10 of this Act 
shall upon conviction be fined not more than $10,000. 

(c) Any person violating subsection (e) of section 10 of this Act 
shall upon conviction be fined not more than $10,000 and be imprisoned 
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for not more than one year or both, and for such offense the court may 
order forfeited, in whole or in part the fish and fishing gear on board 
the vessel, or both, or the monetary value thereof. Such fish and 
fishing gear shall be disposed of ‘in accordance with the direction of 
the court. 

(d) Section 10 of the Northwest Atlantic Fisheries Act of 1950 (64 
Stat. 1067; 16 U. S. C. 989) shall not apply to violations for which 

enalties are provided in this section. 

Sec. 12. For the effective execution of this Act, sections 7 (a) and 
(b), 9, 10, and 11 of the Northwest Atlantic Fisheries Act of 1950 
(64 Stat. 1067; 16 U. S. C. 986, 988, 989, 990) shall be deemed to be 
incorporated herein in haec verba provided that regulations author- 
ized by section 7 (a) of the Northwest Atlantic Fisheries Act shall be 
adopted by the Secretary of the Interior on consultation with the 
United States Section and shall apply only to stocks of fish in the 
Convention area [contiguous to the territorial waters of Alaska.J 
north of the parallel of north latitude of 48 degrees and 30 minutes: 
And provided further, That no such regulations shall apply in the Conven- 
tion area south of the 49th parallel of north latitude with respect to sockeye 
salmon (oncorhynchus nerka) or pink salmon (Oncorhynchus gorbuscha). 

Sec. 13. (a) There is hereby authorized to be appropriated from 
time to time such sums as may be necessary for carrying out the 
purposes and provisions of the Convention and this Act, including— 

(1) necessary travel expenses of the United States Commis- 
sioners without regard to the Standardized Government Travel 
Regulations, as amended, the Travel Expense Act of 1949, or 
section 10 of the Act of March 3, 1933 (U.S. C., title 5, sec. 73b); 
and 

(2) the United States share of the joint expenses of the Com- 
mission; provided that the Commissioners shall not, with respect 
to commitments concerning the United States share of the joint 
expenses of the Commission, be subject to the provisions of 
section 262 (b) of title 22 of the United States Code insofar as 
they limit the authority of United States representatives to 
international organizations with respect to such commitments. 

(b) Such funds as shall be made available to the Secretary of the 
Interior for research and related activities shall be expended to carry 
out the program of the Commission in accordance with recommenda- 
tions of the United States Section. 

Sec. 14. If any provision of this Act or the application of such 
provision to any circumstances or persons shall be held invalid, the 
validity of the remainder of the Act and the applicability of such 
provision to other circumstances or persons shall not be affected 
thereby. 

O 








Calendar No. 448 


85TH CONGRESS t SENATE | Report 
1st Session No. 440 


PROVIDING FOR THE DEVELOPMENT AND MODERNIZATION OF 
THE NATIONAL SYSTEM OF NAVIGATION AND TRAFFIC CONTROL 
FACILITIES TO SERVE PRESENT AND FUTURE NEEDS OF CIVIL 
AND MILITARY AVIATION, AND FOR OTHER PURPOSES 


JuNE 14, 1957.—Ordered to be printed 


Mr. Maanuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1856] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1856) to provide for the development and modern- 
ization of the national system of navigation and traffic control facilities 
to serve present and future needs of civil and military aviation, and 
for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

1, PURPOSE OF THE BILL 


S. 1856, as introduced (Airways Modernization Act of 1957), would 
create an Airways Modernization Board of three members, a Chairman 
appointed by the President, the Secretary of Defense, and the Secre- 
tary of Commerce. The Chairman’s appointment would not be sub- 
ject to Senate confirmation, and the Secretaries of Defense and 
Commerce could designate officials to act for them on the Board. 
The Chairman’s salary would be $20,500 per annum. 

The Board’s duties would be to develop, modify, test, and evaluate 
systems, procedures, facilities, and devices, to meet the needs for safe 
and efficient navigation and traffic control of all civil and military. 
aviation, excepting military aviation operations peculiar to air warfare. 
The bill would grant the Board authority to employ a staff, to appoint 
advisory committees, to enter into contracts without regard to section 
3648 of the Revised Statutes, and to use services of other Federal 
agencies. 

Section 3648 of the Revised Statutes (31 U.S. C. 529) prohibits the 
advance of public money for services or goods prior to their being 
received, unless such advance of funds is authorized by law. 
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The Board, with the exception of its powers under section 4, would 
make decisions by majority vote, Section 4 of the bill would empower 
the Board to transfer to itself any functions of the Department of 
Defense or Commerce, including any officer or organizational entity 
thereof which relate primarily to selecting, developing, testing, or 
evaluating systems, procedures, facilities, or devices for safe and effi- 
cient air navigation and air traffic control. Decisions under this see- 
tion must be unanimous and, in addition, have the approval of the 
President. 

2. 


COMMITTEE ACTION 





Your committee held public hearings on this measure, heard sugges- 
tions from several of the witnesses, and made several amendments— 
many of them technical in nature—which will be explained below. 

As to what might be called major amendments, your committee was 
of the unanimous opinion that the Chairman of the Board should not 
only be appointed by the President, as provided by the original bill, 
but should be appointed by the President, by and with the advice and 
consent of the Senate. General Curtis was in agreement with this 
amendment suggested by the chairman of your committee, as were 
all other witnesses. 

Your committee added a new subsection (2 (c)) to the bill that 
would require the Board, before selecting any system, procedure, 
facility, or device, to effect coordination with the Federal Communi- 
cations Commission and the Civil Aeronautics Board to assure that 
full consideration would be given to all the statutory responsibilities 
of those agencies. 

Under existing law (Communications Act of 1934, sec. 301 et seq.), 
the United States, through the Federal Communications Commission, 
maintains control over all existing channels for interstate and foreign 
broadcasts. Such control is maintained by the issuance of licenses. 
However, broadcast stations belonging to the United States operate 
on such frequencies as are assigned to them by the President. All 
other assignments are by the Commission. Existing law does not 
provide for coordination between the President and the Commission, 
and one has no power over the other in this field. 

As to the Civil Aeronautics Board, its duty is to regulate the 
movement and operation of aircraft. 

Your committee is of the opinion these two agencies should be in 
close contact with the new Board, and for that reason inserted the 
new section in the bill. Since the Civil Aeronautics Authority is a 
part of the Department of Commerce, and since the Secretary of 
Commerce will be a member of the Board, there would appear to be 
no necessity to include the CAA in the amendment. 

Your committee added a new section to the bill (sec. 7) that would 
indicate it was the sense of the Congress that a program of reorganiza- 
tion should be submitted to the Congress by January 15, 1959, 
looking to the establishment of an independent aviation authority. 

This is in line with the recommendation of General Curtis, appointed 
by the President as special assistant for aviation facilities planning. 
His report was issued May 14, 1957, just following his testimony on 
the legislation under consideration. 

General Curtis said: 
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The Government and the public should be able to look to 
one agency for the management and the responsibility for our 
national aviation affairs. 


And then Genera! Curtis recommends: 


An independent Federal aviation agency should be estab- 
lished into which are consolidated all the essential manage- 
ment functions necessary to support the common needs of the 
military and civil aviation of the United States. 


It is the sincere hope of your committee that such a plan will be 
forthcoming at the earliest possible date. 


8. NEED FOR THE LEGISLATION 


Your committee believes that the letter of transmittal from the 
President to the Congress, and the interim report by General Curtis 
attached thereto on the problem the Board faces, set out in clear and 
understandable language why this legislation is essential. 

If anything further is needed on this point, your committee draws 
attention to the following extract from a release by the CAB dated 
March 30, 1957, on midair collisions: 


The Civil Aeronautics Board said today it received volun- 
tary pilot reports indicating 452 near collisions in military 
and civil plane operations in the United States during the 
last 4 months of 1956. 

The Board began its near-collision survey program last 
May. Its first interim report is a statistical analysis with- 
out comment or Board conclusions. It was distributed to- 
day to appropriate Government and industry sources for 
review in an effort to accelerate solution of current air- 
traffic problems. 

The 259 reporting military pilots said that among the 
second aircraft involved in the incidents were 131 military, 
104 civil, and 24 unidentified planes. The 193 reporting 
civil pilots said their near collisions involved 73 military, 
110 civil, and 10 “unknown” planes. Of the reporting civil 
pilots, only 83 were on scheduled airline flights. 

An estimated 4,500 persons were aboard the reporting 
pilots’ planes, the reports said. No estimates were made as 
to persons aboard the other aircraft involved. 

Statistics showed 55 percent of the flights reporting were 
in point-to-point transit. The remainder were training, 
check, or local flights, or unreported as to type. 

Nearly 9 out of 10 of the reported incidents occurred in 
controlled airspace; 55 percent were en route as opposed to 
arriving or departing at airports. Of the arrival and de- 
parture incidents, about three-fourths occurred below 3,000- 
foot altitudes. 

The pilots said about 40 percent of the other aircraft were 
crossing their courses; 38 percent approached head on, and 
20 percent were roughly on the same course as the reporting 
pilot. 
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Evasive action was taken in 313 cases, and in 51 others it 
was impossible, the pilots reported. About one-third of the 
planes involved were said to be jets. 


The President’s letter and the interim report by General Curtis 


follow: 
Tue Wuire Houses, Apri 11, 1957. 


To the Congress of the United States: 

Widespread attention has been drawn to the need for vigorous 
action to advance the safety and convenience of the public and 
military agencies engaged in air travel and air operations. On March 
1, 1956, I appointed a special assistant for aviation facilities planning, 
and directed him to develop comprehensive proposals for meeting the 
Nation’s needs for air-traffic control and air-navigation facilities. 

I transmit herewith an interim report prepared by my special 
assistant for aviation facilities planning. This report sets forth the 
gravity of our present and anticipated air-traffic problems. It also 
proposes the establishment of an Airways Modernization Board and 
explains the manner in which it will function. 

The Director of the Bureau of the Budget is transmitting to the 
Congress draft legislation to establish the Airways Modernization 
Board. This measure will greatly expedite the improvement of air- 
traffic control and air navigation, and I therefore urge its early 


enactment. 
Dwiaexut D. EISENHOWER. 


INTERIM Report OF SpEcIAL ASSISTANT FOR AVIATION FACILITIES 
PLANNING, APRIL 1957 


Shortly after assuming the duties of special assistant for aviation 
facilities planning last year, the facts on our air traffic in the United 
States began to pour into my office. The alarm which has been voiced 
in the past from many sources is, in fact, supported by evidence that 
our airways and terminals are subject to increasing congestion. 

Over 65,000 aircraft hours are flown daily in the United States. 
We have counted, with the aid of radar, as many as 220 aircraft fly- 
ing at one time in the vicinity of a major city. Many thousands of 
military jets mingle in the mixed traffic of our airways and serve to 
accent the dangers of “‘see and be seen” rules. The pilot needs assist- 
ance if he is to cope with the great increase in aircraft speed and if 
the danger of collisions is to be minimized. 

The present situation is perhaps no more startling than the extraor- 
dinary growth in air traffic which the public desires and the economy 
will support in the future. 

In 1946, only 6 billion passenger-miles were flown in the United 
States by the airlines. In 1956, this had mushroomed to 20 billion 
passenger-miles. My studies show that this figure will be approxi- 
mately 70 billion in 1975. In addition, the present 61,000 private 
United States aircraft will exceed 100,000 in 1975. 

Clearly, the safety and convenience of the public now and in the 
future require more sophisticated, and energetic efforts to reduce the 
hazard and delay in the Nation’s air traffic. The Federal Govern- 
ment must lead and support this effort. The present vigorous rere 
of the Civil Aeronautics Administration to expand its existing facilities 
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using known techniques is highly commendable and deserves our full 
support. Its full energies will be needed to accomplish this. The 
specific proposal ¢f legislation attached to this report in no way affects 
the operational measures which the Civil Aeronautics Administration 
intends to carry out. 

I have searched thoroughly for the basic causes of our airways prob- 
lems and one in particular has emerged sharply: the military and 
civil agencies in the Federal Government which control and expedite 
air traffic are not provided systems acceptable to them with which to 
modernize their operations. Acceptability depends, in large part, 
on joint test and evaluation by civil and military pilots and ground 
controllers. 

The Government can take steps to solve this problem now, and I 
respectfully attach a draft bill which proposes legislation to do it. 
Therefore, I wish to explain this problem and its solution, which is 
urgently needed. ‘This 1s the purpose of the interim report. 

A search was first made to determine why aggressive efforts have 
not been made in the past decade to modernize the systems and 
methods used to assist our air traffic. I found that there was no lack 
of scientific ideas. In fact, an overabundance of electronic systems 
have been developed in the laboratories to improve our terminal and 
en route operations. Most of these have been shelved and never used. 
The key to this dilemma may be found in the organizational arrange- 
ments in the executive branch which are intended to set the goals, to 
develop and to select the systems and methods which will meet these 
goals. 

The problem of modernizing the airways was clearly recognized in 
1948 as one which required urgent action. The actions taken then 
have not been effective. The Government attempted to resolve the 
technical conflicts in osir-traffic control at that time by creating the 
Air Navigation Development Board. This Board was established by 
an interagency agreement between the Departments of Defense and 
Commerce. Many excellent men have bent their efforts toward 
making it work. However, the statutory authority of each of the 
two agencies and the clouding of the air-traffic-control problem by an 
understandable concentration on agency missions have made the 
Board far less effective than anticipated. There being just two voting 
members on it, all actions have required unanimous agreement. 
This Board of two members, without legal status and without control 
of its own funds, has been unable to bring sufficient authority, decision, 
or clear objectives to bear on air-traffic problems. 

In addition, there are several Government and industry committees 
which have deliberated constantly in the past 10 years on the goals 
and the techniques for air-traffic control and air navigation. In spite 
of the usual difficulties of committee action, they have produced, in 
the past, some useful advice. However, there has been no one agency 
with specific authority and capability for them to advise. 

The determination of our goals, and the selection of systems and 
methods for controlling our air traffic, has been dangerously slow. 
It cannot be expedited by committee and interagency coordination. 
This was not recognized 10 years ago, and today we find our air-traffic 
system sntlevated and understrength. 

The rapid, continuing growth of aviation foretells future conditions 
which demand a new element of decision making now, a more modern 
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organizational structure to evaluate and select our air-traflic system 
of the future. 

This shortcoming has been recognized and separated from many 
other organizational problems in aviation. The nature of its remedy 
and the urgency of need has prompted me to prepare a draft bill 
and aa it with the interested executive departments. This bill is 
intended for the use of Congress in creating an Airways Moderniza- 
tion Board. The Chairman would be appointed by the President, 
and would have no affiliations with existing Government agencies. 
The Departments of Commerce and Defense would each supply one 
member to the Board, in view of their basic interest in its activities. 

The Airwavs Modernization Board, as an independent agency, 
would be responsible for developing and consolidating the require- 
ments for future systems which are needed to provide the necessary 
communications, navigational aids, and control needed to accommo- 
date the future air traffic in the United States. It would be respon- 
sible as well for the systems engineering, the evaluation, and the selec- 
tion of such aids as will best serve the needs of aviation. 

This bill recognizes that militarv and civil aviation share the same 
airspace. It recognizes that the selection of future systems and meth- 
ods of contro! of air traffic is a public action in the broadest sense. 
The Board is authorized to assemble military as well as civil personnel 
to assist in conducting its affairs. The Board is likewise expected to 
arrange for satisfactory and equitable advice from the users of aircraft 
and the engineering talents of industry. In other words, the Board 
will conduct a joint analysis, test, and selection activity which recog- 
nizes that the national system must accommodate the civil and mili- 
tary air traffic in peace or war. 

The overall system is an essential part of our national defense 
avainst air attack. It likewise must respond to the growing demands 
of public need. These apparently different requirements have not 
been subject to resolution by the committee conference methods 
which have been used. Therefore, the Board is expected to engage 
in extensive test and experimentation in the field, where the intricate 
problems of procedure and equipment can be tried, and the pilots and 
traffic controllers can experiment together, bringing the skills of 
science to bear, and to resolve their problems. This Board, with 
an impartial Chairman, will then be able to arrive at decisions and 
specify the most advantageous systems from an economic, operational, 
and technical point of view. 

It is intended that this Board will specify new systems which will 
best serve the needs of all air navigation and traffic control to the 
interested military and civil agencies. It is not intended that the 
3oard will have the authority to develop or procure the final ground 
or airborne equipments to be used in operations. 

The Airways Modernization Board is proposed as an interim organi- 
zation to establish a point of responsibility for system development 
and selection. At present, this kind of activity is scattered through- 
out the two principal agencies. This bill is proposed in order to 
consolidate this activity and to initiate the joint test and evaluation 
work which is so urgently needed if this country is to avoid an increase 
in delay and hazard to air traffic. 

The functions which the Board will perform are entirely in con- 
sonance with the considerations being given to a broader change in 
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Federal Government organization for aviation matters. In my final 
report, [ intend to cover the broader plan. However, it is now clear 
that much more thorough examination needs to be undertaken in 
order to achieve a durable permanent organization. To recommend 
such in final form too quickly might result in improvisations which 
would complicate or delay the expected action necessary to accom- 
modate the civil and military needs of aviation in the future. 

Consequently, the Airways Modernization Board is proposed as 
the most expeditious and effective way to commence the long-range 
improvement of our air-traffic systems. Its tenure of 3 years is pro- 
posed as sufficient to establish the permanent functions of joint test, 
evaluation, and selection of air-traffic systems. This period of time 
likewise will permit the executive branch to plan further organiza- 
tional adjustments into which the functions of this new Board will 
logically fit. 

‘Respectfully submitted. 

Epwarp P. Curtis. 


4. CONCLUSIONS 


In the Harding report of 1956, that Committee stated they had 
found 75 committees, subcommittees, and special groups working on 
aviation matters. The report stated: 


The existence of so many groups is not, in itself, an evil, 
but it is increasingly apparent that the process of coordi- 
nation is becoming more and more time consuming. * * * 


In House Report No. 2949, 84th Congress, 2d session, is the 
following: 


The subcommittee disagrees that existence of 75 com- 
mittees and agencies is not in itself an evil. We fail to see 
how any order can come out of such an organizational 
‘Sungle.”’ 

Later the report states: 


Matters requiring decision literally have been coordinated 
to death. 


It is your committee’s belief that this legislation is the beginning of 
areal reorganization and modernization of our airways and air agen- 
cies, and accordingly recommends that this bill, as amended, do pass. 


5. COMMITTEE AMENDMENTS 


First committee amendment 


> 


On page 2, line 3, immediately after the word ‘President’ insert “‘, 
by and with the advice and consent of the Senate, 


Second committee amendment 


On page 2, line 14, immediately after the comma following the word 

“devices”, insert “as well ts defined the performance. characteristics 
thereof,”’ 

This amendment suggested by Department of Defense as a technical 
one so that it be clear the Board would have authority to define 
performance characteristics. 
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Third committee amendment 

On page 2, line 23, strike the words “any need is properly” 

Insert immediately after the word ‘matter’, the word ‘is’, and 
immediately after the word “primary” the words “concern to the’, 

On page 2, line 24, strike the word “concern” 

On page 3, line 4, immediately after the word “of”, insert the 
words “, or possibly conflict with,” 

These are clarifying words, and also to make sure the Board has the 
proper authority as to placing of responsibility. 

Fourth committee amendment 

On page 3, line 7, strike the period after the word “considered”, 
and insert the words “and future potential conflicts with the common 
system are eliminated.”’ 

These amendments were suggested by CAB Chairman Durfee. 
Their purpose is to make sure the new Board will have ample authority 
to resolve conflicts that may arise between military and civil as to 
navigational aids, and to spare the United States another “TACAN” 
controversy and its high cost to the taxpayer. 

Fifth committee amendment 

On page 3, line 9, insert a new subsection (c) as follows: 

The Board, before selecting any system, procedure, facility, 
or device, is directed to effect coordination with the Civil 
Aeronautics Board and the Federal Communications Com- 
mission in order to assure that full consideration is given to 
all of the statutory responsibilities of the Civil Aeronautics 
Board and the Federal Communications Commission. 


This amendment was suggested by the CAB and the FCC to make 
sure that there will be the - necessary cooperation with those agencies 
and in particular the FCC will have some opportunity to present 
their problems with respect to the assignment of wavelengths. This 
amendment is more fully discussed earlier in the report. 


Sizth committee amendment 
The Department of Defense suggests that subsection (d), on page 5, 
line 22, should read: “with the approval of the President, members 
of the Army, the Navy, the Air Force, or the Marine Corps, etc., etc.” 
The military claim that the language contained in the original bill 
is without meaning. 


Seventh committee amendment 

On page 8, line 9, add a new section entitled “Independent Aviation 
Authority.” This amendment, more fully discussed earlier in this 
report, expresses our hope for an early reorganization of the Federal 


aviation agencies. 
6. AGENCY COMMENTS 


All agencies favored the legislation. The reports of the Depart- 
ment of the Air Force, the United States Civil Service Commission, 
the Department of Commerce, and the Civil Aeronautics Board are 
reprinted below. The C hairman of the CAB testified in favor of the 
bill, as did many representatives of industry. 
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Unrrep States Civit Service Commission, 
Washington, D. C., June 5, 1957. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator Maenuson: This is in further reply to your letter 
of April 15, 1957, requesting the Commission’s comments on S. 1856, 
a bill to provide for the development and modernization of the na- 
tional system of navigation and traffic control facilities to serve 
present and future needs of civil and military aviation, and for other 
purposes. 

S. 1856 establishes an Airways Modernization Board consisting of 
a Chairman, to be appointed by the President and who shall receive 
compensation at the rate of $20,500 per annum, and the Secretaries of 
Defense and Commerce. The Board will develop, test, evaluate, and 
select systems, procedures, facilities, and devices to meet the needs of 
safe and efficient navigation and traffic control of all civil and military 
aviation except for military requirements solely related to air warfare. 
The Board is a temporary organization which will terminate on June 
30, 1960. 

Since the functional aspects of this bill are not of administrative 
concern to the Commission, our comments relate only to the personnel 
provisions on which there may be some question. 

Section 2 (a) provides a salary of $20,500 for the Chairman of the 
Board. Chairmen of most independent boards and commissions 
currently receive this rate of pay. 

Section 2 (c) (2) authorizes the Board to appoint advisory com- 
mittees and to obtain intermittent or temporary services of experts 
or consultants at rates of not to exceed $100 per diem for individuals. 
The maximum rate of $50 per diem is most commonly specified in law 
for experts and consultants; it is, for example, the maximum rate pay- 
able for such employees in the Department of Defense. The legis- 
lative pattern on this point is not consistent, as some statutes currently 
authorize maximum rates of $75 and $100 per diem. 

Section 2 (c) (5) authorizes the Board to place not to exceed 20 posi- 
tions in grades GS-16, 17, and 18 of the Classification Act of 1949, 
as amended. Such positions are additional to the number now 
authorized in section 505 of that act and would be subject to the 
standards and procedures (i. e., grade approval by a majority of the 
Commissioners) of that act. 

Section 2 (c) (6) authorizes the Board to establish and fix the com- 
pensation for five positions of a scientific and professional nature which 
require the services of specially qualified scientific or professional 
personnel without regard to the Classification Act. The salary rate 
could not exceed that payable under Public Law 313, as amended 
(now $19,000), and would be subject to approval of the Civil Service 
Commission. Such positions are included in the classified civil service 
but appointments to such positions are made without competitive 
examination upon approval of the proposed appointee’s qualifications 
by the Commission. With the exception of a required report to 
Congress on the duties of such positions and the qualifications of 
appointees, the language of this section is quite similar to that of 
Public Law 313. 
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The Commission has no objections to the personnel provisions of 
S. 1856. 

We have been advised that the Bureau of the Budget does not object 
to the submission of this report. 

By direction of the Commission. 
Sincerely yours, 













































Harris Evtswortsa, Chairman. 





DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, May 18, 1957. 
Hon. WarREN G. MAGNnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CuatrMan: Reference is made to your request for the 
views of the Department of Defense on S. 1856, 85th Congress, a bill 
to provide for the development and modernization of the national 
system of navigation and traffic-control facilities to serve present and 
future needs of civil and military aviation, and for other purposes. 
The Secretary of Defense has delegated to this Department the re- 
sponsibility for expressing the views of the Department of Defense 
on this matter. 

The proposed legislation would establish an Airways Moderniza- 
tion Board, to consist of a Chairman, to be appointed by the President, 
and the Secretaries of Commerce and Defense. The Board would be 
authorized to develop, modify, test, and evaluate systems, procedures, 
facilities, and devices for safe and efficient navigation and traffic con- 
trol of aviation, and to select such systems, procedures, facilities, and 
devices as will serve the navigation and traffic-control needs of all 
civil and military aviation, “except for those needs of military agencies 
which are peculiar to air warfare and primarily of military concern.” 
Upon unanimous consent of the Board, and with approval of the 
President, the Board would be authorized to transfer to itself any 
functions (including powers, duties, activities, facilities, and parts of 
functions) of the Departments of Commerce or Defense which relate 
primarily to selecting, developing, testing, or evaluating systems, pro- 
cedures, or devices for safe and efficient air navigation and air-traffic 
control. The draft bill contains additional provisions relating to the 
organization and powers of the Board, within its functional area. The 
proposed Board would function until the close of June 30, 1960. 

The Department of Defense concurs in the concept of placing 
statutory responsibility in such a Board for selecting and developing 
systems, procedures, and facilities for navigation and traffic control 
of both civil and military aviation, except those requirements peculiar 
to air warfare. 

Enactment of S. 1856 is urged by the Department of Defense. 
However, it is felt that certain technical amendments, of a clarifying 
nature, should be made to the bill. 

(a) The Department of Defense believes that it should be made 
clear that the Board should define performance characteristics, as 
well as perform the other functions outlined in section 2 (b) of the 
bill. Hence it is recommended that the following be inserted after 
the comma following the word “devices” in line 11, page 2 of S. 
1856: ‘‘as well as define the performance characteristics thereof,’’. 
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(b) The words “uniformed personnel’? have no legally defined 
meaning, whereas the word ‘‘members’”’ is defined by statute. There- 
fore, it is recommended that lines 9 through 11, page 5, of S. 1856 be 
stricken and the following substituted in lieu thereof: ‘‘(d) With the 
approval of the President, members of the Army, Navy, Air Force, 
or Marine Corps may be de-’ 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
James H. DouGuas, 


DEPARTMENT OF COMMERCE, 
OFFICE OF THE SECRET ARY, 
Washington, May 24, 1957. 
Hon. Warren G. Macnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMan: This is in response to your request of April 
15, 1957, requesting the views of this Department on S. 1856-85, a 
bill to provide for the development and modernization of the national 
system of navigation and traffic control facilities to serve present and 
future needs of civil and military aviation, and for other purposes. 

The proposed legislation would create an Airways Modernization 
Board consisting of a Chairman appointed by the President, the Secre- 
tary of Defense, and the Secretary of Commerce. The Secretaries 
would be authorized to designate an officer of their respective depart- 
ments to act in their stead. The principal function of the Board is 
intended to be one of research and development. 

To carry out this responsibility, the Board may employ such officers 
and employees as necessary ; appoint advisory committees for purposes 
of consultation; enter into contracts; and use, with their consent, the 
available services, equipment, and facilities of other Federal agencies. 
The Board is further empowered, upon unanimous decision of its 
members and upon approval of the President, to transfer to itself any 
functions, activities, and facilities of the Departments of Defense or 
Commerce which relate primarily to developing and testing devices 
used for air navigation and air traffic control. Unexpended balances 
of appropriations related to these functions, activities, and facilities, 
as well as military and civilian personnel, may also be transferred to 
the Board. Finally, the act provides for termination of the activities 
of the Board as of June 30, 1960. 

This legislation is designed to provide an organization which, during 
its 3-year term, will have the authority and responsibility to coordinate 
all Government research and development, both civil and military, 
relative to air navigation and air traffic control systems. 

We are fully in accord not only with the objectives but with the 
methods proposed by this legislation to accomplish the desired results. 
We agree that the demands made by the tremendous increase in air 
transportation, and especially by the advent of jet aircraft, will require 
a highly complicated and complex system for the control of air traffic. 
A vastly improved air-traffic-control system must be achieved to 
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meet these demands, and these demands must be met quickly. The 
first and essential step is the implementation of the revised Civil 
Aeronautics Administration 5-year plan. However, expanded research 
and development is also immediately essential to gain the measure of 
improvement needed. There should be a single authority to resolve 
differences of opinion and made decisions in order to get this tre- 
mendous development task done. We believe that the creation of 
the Airways Modernization Board can meet the latter requirement 
and expedite the development of these new facilities. 

In the past, the development of such facilities has been the respon- 
sibility of the Air Navigation Development Board, which had to 
reach agreement by unanimous vote. This was most difficult and 
time consuming and proved to be unsatisfactory in practice. The 
proposed Board will not be thus handicapped. We believe the crea- 
tion of the Airways Modernization Board, with the power of decision 
by majority vote, and with the Board having authority to control 
research and development, as well as to test, evaluate, and select the 
ultimate systems, will, in the long run, prove to be the most economical 
and expeditious way to solve the research and development problems 
of air navigation and traffic control. 

The requirements of modern aviation can, as we have indicated, 
be met only by the development of new air-traffic-control facilities, 
This development must be achieved expertly, efficiently, and expedi- 
tiously. We believe this goal can best be realized by the centraliza- 
tion of authority in one body with power to carry out two important 
functions, (a) to exercise control over research and development in the 
field of air-traffic control and (6) to resolve existing and future diff- 
erences of opinion of all segments of Government and industry. The 
Airways Modernization Board is designed to accomplish this objective, 

Accordingly, the Department of Commerce favors enactment of this 
legislation. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this letter to your committee. 

Sincerely yours, 
SrncLain WEEKS, 
Secretary of Commerce. 


Civiz Arronavtics Boarp, 
Washington, D. C., May 21, 1957, 
Hon. Warren G. MaAGNusoNn, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Senator Macnuson: In response to suggestions made by 
members of your committee during my testimony in connection with 
S. 1856 (Airways Modernization Board) on W ednesday, May 15, 1957, 
the Board is submitting specific language to be incorporated in the 
proposed legislation for the purpose of insuring complete cooperation 
between the Airways Modernization Board and the Civil Aeronautics 
Board. 

As I pointed out in my testimony before your committee, even 
though the proposed rearrangement of the executive department 
would not directly affect the statutory responsibilities of the Civil 
Aeronautics Board, it is nevertheless important to consider the 
interests of the CAB in the adoption of a common navigation system. 
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This is particularly true since the CAB, in order to give complete 
effect to any decision made by the Airways Modernization Board, 
would in most instances be required to adopt regulations which 
establish standards and impose requirements for the airborne equi 
ment on the users of the airspace. In this connection, the CAB 
would not only have to consider the economic impact on aircraft 
operators who would be required to utilize the navigation-aids system 
agreed to, but would be interested in the air-traffic-control agency 
having equipment which is reliable and can be used to safely expedite 
the flow of traffic. 

We are especially interested in the limitation on the free use of 
airspace which any system, air navigation or traffic control, would 
impose. In the past, coordination has been accomplished within the 
framework of the Air Coordinating Committee, where the Board has 
actively participated. In order that coordination be continued, 
it is our recommendation that the following language be inserted as a 
new subsection 2 (c) on page 3 of the proposed bill beginning at line 
3, and that the present subsections 2 (c) and 2 (d) be renumbered as 
subsections 2 (d) and 2 (e), respectively: 

“The Board, before selecting any system, procedure, facility, or 
device, is directed to effect complete coordination with the Civil 
Aeronautics Board in order to assure that full consideration is given 
to all of the statutory responsibilities of the Civil Aeronautics Board.” 

In addition to the question of coordination between the Airways 
Modernization Board and the Civil Aeronautics Board, I would also 
like to reiterate the Board’s position with respect to the military- 
exception clause. In order to resolve possible conflicts between the 
common system and military developments under the military- 
exception clause and to insure that projects are in fact peculiar to air 
warfare and primarily of military concern, we believe that all such 
projects should be subject to selective review by the Airways Moderni- 
zation Board. It is recognized that section 2 (b) of S. 1856 is designed 
to provide such selective review. However, in the interest of more 
nearly accomplishing this objective, it is our suggestion that the sen- 
tence beginning in line 18 on page 2 of the proposed bill and the 
remainder of section 2 (b) be deleted and that the following material 
be substituted in lieu thereof: 

“When there is any substantial question as to whether a matter is 
of primary concern to the military, the Board is authorized and 
directed to determine whether it or the appropriate military agency 
shall have responsibility. Technical information concerning any 
research and development projects of the military agencies which 
have potential application to the needs of, or possible conflict with, 
the common system shall be furnished to the Board to the maximum 
extent appropriate to insure that common system application potential 
is properly considered and future potential conflicts with the common 
system are eliminated.” 

Sincerely yours, 
JAMES R. Durresr, Chairman. 


7. CHANGES IN EXISTING LAW 


There are no changes in existing law. 


O 
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Calendar No. 449 


85TH CONGRESS SENATE REportT 
1st Session t { No. 441 


AMENDING SECTION 201 (a) OF THE: CIVIL AERONAUTICS 
ACT OF 1938, RELATIVE TO THE TERMS OF OFFICE OF 
MEMBERS OF THE CIVIL AERONAUTICS BOARD 


June 14, 1957.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1718] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1718) to amend section 201 (a) of the Civil Aero- 
nautics Act of 1938, as amended, relative to the terms of office of 
members of the Civil Aeronautics Board, having considered the same, 
report favorably thereon with amendments and recommend that the 
bil as amended do pass. 

AMENDMENT 


Page 1, line 8, strike out “May 1, 1957” and substitute the words 
“after the effective date of the enactment of this sentence.” 
Page 1, line 9, strike out the words “instead of’ and substitute the 
word “following”. 
PURPOSE OF LEGISLATION 


This bill is designed to amend section 201 (a) of the Civil Aeronautics 
Act of 1938 so as to provide that the terms of the office of the members 
of the Civil Aeronautics Board will expire on March 31 instead of 
December 31 of each year, and that the members would hold office 
until their successor was appointed and qualified, but in no event, for a 
period of more than 120 days after the expiration of such office. 


NEED FOR LEGISLATION 


Under existing law, terms of members of the Civil Aeronautics 
Board terminate at midnight December 31 of the year in which the 
term in question expires. The Board is composed of 5 members with 
6-year terms. Therefore, for all practical purposes the term of one 
member of the Board expires in each session of Congress. All the 
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appointments for agencies such as the Federal Trade Commission 
Federal Power Commission, Federal Communications Commission, 
Federal Maritime Board, Interstate Commerce Commission, 
Civil Aeronautics Board come to this committee. One of the thi 
that has been of some concern to your committee has been the situation 
created where a Board or Commission is at less than full strength 
during the period between the time a member’s term expires and the 
time his successor is confirmed and takes his oath of office. This can, 
and has on occasion, made it impossible, particularly on a five-member 
Board, to reach a’ decision. It has worked delays in important 
pending actions, , This has proven not only to be a handicap to the 
agency but may deprive the public from the benefits of the services 
which the agency by law is required to give. 

One of the most consistent complaints received by your committee 
has been the delays experienced in processing cases in the administra- 
tive agencies. ‘The provisions herein reported should, to a certain 
degree, eliminate that type of delay that is created whenever a vacancy 
occurs in the Civil Aeronautics Board. The expiration date of 
December 31, falls right in the middle. of the holiday season, when 
Congress is not in session and therefore, creates an awkward situation, 
By changing the date to March 31, the President of the United States 
would have ample time to submit a nomination while the Senate was 
in session. In order to eliminate:a further difficulty in the Civil Aero- 
nautics Board, which might come about as a result of the expiration of 
a member’s term at midnight on December 31, whether or not a suc- 
cessor has been appointed and qualified, the bill authorizes a member 
whose term has expired, to serve until the successor has been appointed 
and qualified, but in no event longer than 120 days. Under the pro- 
visions of the Federal Trade Commission Act (15 U. 8, C. 41), and 
the Interstate Commerce Act (49 U, S. C. 11), members are authorized 
to serve until a successor has been appointed and qualified. 

This amendment should eliminate the pressures for quick and hasty 
action where a nomination is submitted a few days prior to the expira- 
tion of a member’s term. Under normal conditions this period of 
time should give the Senate adequate opportunity to perform its 
rightful function in passing upon the nomination and at the same 
time, afford the Chief Executive sufficient time to select a qualified 
successor. 

The amendments to this bill are merely technical. However, in 
order to avoid any misunderstanding, your committee emphasizes that 
the terms of the present members that expire December 31 shall not 
be affected by the substitution of the March 31 date. In other words, 
the present members shall not have their terms extended from Decem- 
ber 31 to March 31, a period of 90 days after the expiration of the 
terms to which they were appointed. On the other hand, the provision 
authorizing Board members to hold office until their successors are 
appointed and qualified, but in no event for a period of more than 120 
days after the expiration of their terms of office, shall apply to the 
members serving on the Board at the time this bill is enacted. By 
this application, it would appear that the problem of a vacancy on the 
five-man Civil Aeronautics Board should not occur, and both the 
Executive and the Senate would have time to discharge their duties 
charged to them by law. 
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COMMENTS OF AGENCIES 


The comments of the Comptroller General of the United States and 
the Civil Aeronautics Board favoring this bill are attached. 


GenerRaL AccounTING Orrics, 
ComprroLtLeR GENERAL OF THE UNITED Srarss, 
Washington, April 16; 1957. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. Cuarrman: Further reference is made to your letter of 
March 27, 1957, acknowledged on March 28, requesting the comments 
of the General Accounting Office concerning S. 1718, 85th Congress, 
lst session, entitled “a bill to amend section 201 (a) of the Civil 
Aeronautics Act of 1938, as amended, relative to the terms of office 
of members of the Civil Aeronautics Board.” 

The above bill, if enacted, would in our opinion, avoid situations 
where the Board is at less than its full statutory strength during the 
period between the time a member’s term expires and the time his 
successor is confirmed and takes his oath of office. Records available 
here indicate that the Board has experienced the following periods of 
vacancy of members since 1941. 


Date term expired Date successor} Days of 
took oath vacancy 


4, 1957 
11, 1956 


’ Feb. 6,1951 
WONT 90 00 daininindit ove dbngnonitoniqpidcpadddqndh ocenfdueedyitipcndagepspepparehbe Apr. 4, 1948 


93 
162 
. 1,1955 50 
36 
¢ Di 96 
SUIT sss coin eachisnl eiginecdinaudiotalianmamereninbatienanamaamadae as ake ee Jan. 15,1942 14 


eee 


It should be observed that both the Federal Trade Commission Act 
(15 U. S. C. 41) and the Interstate Commerce Act (49 U. S. C. 11) 
provide that members shall serve until a successor has been appointed 
and qualified. 

Accordingly, we recommend favorable consideration of the bill. 

Sincerely yours, 
JosepH CAMPBELL, 
Comptroller General of the United States. 


Civm Apronautics Boarp, 
Washington, D. C., May 21, 1957. 
Hon. Warren G. MAGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Senator Magnuson: This is in further reply to your letter 
of March 27, 1957, acknowledged April 3, 1957, asking the Board for a 
report on S. 1718, a bill to amend section 201 (a) of the Civil Aeronau- 
tics Act of 1938, as amended, relative to terms of office’ of members 
of the Civil Aeronautics Board. 

The first sentence of S. 1718 would amend the Civil Aeronautics Act 
to provide that the term of office of each member of the Board ap- 

ointed after May 1, 1957, shall expire on March 31 instead of Deeem- 
er 31 of the year in which his appointment would otherwise expire. 
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The second sentence of the bill provides that each member of the 
Board shall hold office until his successor is appointed and qualified 
but in no event for a period of more than 120 days after the expiration 
of his term of office. The proposed legislation carries out a recom- 
mendation of the Board me was submitted to the Congress on 
March 18, 1957, and the Board recommends its enactment. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely yours, 
JAMES R. DurrFesr, Chairman, 


CHANGES IN Existing Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing he proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Civir Arronavtics Act or 1938, as AMENDED 
* oa * * * 


TITLE II—ORGANIZATION OF AUTHORITY 


CREATION OF AUTHORITY 


Appointment of Members of Authority (Board) 


Sec. 201. (52 Stat. 980, 49 U. S. C. 421) (a) An agency is created 
and established to be known as the ‘‘Civil Aeronautics Authority” 
(Board) which shall be composed of five members who shall be 
appointed by the President, by and with the advice and consent of 
the Senate, as soon as practicable after the passage of this Act, and 
who shall continue in office as designated by the President at the time 
of nomination through the last day of the second, third, fourth, fifth, 
and sixth calendar years, respectively, following the passage of this 
Act. The President shall designate annually one of the members of 
the Authority (Board) as chairman and one of the members as vice 
chairman who shall act as chairman in the absence or incapacity of 
the chairman. The successors of the members shall be appointed for 
terms of six years in the same manner as the members originally 
appointed to fill a vacancy occurring prior to the expiration of the 
term for which his predecessor was appointed shall be appointed only 
for the remainder of such term. Notwithstanding the foregoing pro- 
visions of this section, the term of office of each member of the Board 
appointed after the effective date of the enactment of this sentence shall 
expire on March 31 following December 31 of the year in which hs 
appointment would otherwise expire. Hereafter each member of the 
Board shall hold office until his successor is appointed and qualified, but 
in no event for a period of more than one hendiad and twenty days after 
the expiration of his term of office. The members of the Authority 
(Board) may be removed by the President for inefficiency, neglect of 
duty, or malfeasance in office. No more than three of the members 
shall be appointed from the same political party. Each member of 
the Authority (Board) shall receive a salary at the rate of $12,000 
per annum. 

O 
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AMENDING TITLE II OF THE SOCIAL SECURITY ACT, 
AS AMENDED 


June 17, 1957.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H., R. 6191) 
















The Committee on Finance, to whom was referred the bill (H. R. 
6191) to amend title II of the Social Security Act, as amended, to 
extend the period during which an application for a disability deter- 
mination is granted full retroactivity, and for other purposes, havi 
considered the bill, report favorably thereon with an amendment an 
recommend that the bill as amended do pass. 





I. PURPOSE OF BILL 


H. R. 6191 would amend title II of the Social Security Act, as 
amended, to extend for 1 year (through June 30, 1958) the time within 
which disabled workers can file applications which would permit the 
beginning of a period of disability to be established as early as the 
actual onset of disablement (provided the other requirements of the law 
are met). Under present law if an application to establish a period 
of disability is filed by a disabled worker after June 30, 1957, any 
period of disability that is established for him cannot begin earlier 
than 1 year before the application is filed. 



















II. GENERAL EXPLANATION OF COMMITTEE BILL 


1. Postponement of deadline for filing applications for the preservation 
of benefit rights of disabled persons 
Under a provision enacted in 1954 to preserve the old-age and 
survivors insurance rights of disabled persons, an individual’s social 
security earnings record can be frozen during a period of extended 
total disability so that his inability to work during such period of 
disability will not result in a reduction in, or a loss of, his old-age, 
survivors, and disability insurance benefit rights. In its report on 
the bill that became the Social Security Amendments of 1954 (S. Rept. 
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1987, 83d Cong.) your committee expressed the view that the advan: 
tages of this disability freeze provision should be made available to 
persons totally disabled for some time before the enactment of the 
amendments as well as to persons who become disabled in the future, 
To this end, a provision was included in the 1954 amendments under 
which an individual who has been continuously disabled for a number 
of years could preserve his rights under the old-age and survivors 
insurance program if he filed an application for the disability freeze 
before July 1, 1957. Under this provision, rights can be reserved 
for an individual who became disabled as long ago as October 1941, 

It is now clear that many people who have been disabled for some 
time and who would be cligble for the freeze will not make the neces- 
sary application before July of this year because they are not aware 
of the existence of the freeze provisions. While this is understandable 
in view of the newness of the disability features of the old-age and 
survivors insurance program, your committee is concerned that many 
persons who became disabled some time ago will, if they fail to file 
applications before July 1, 1957, lose all their protection under the 
old-age and survivors insurance program—retirement and survivor, as 
well as disability protection. Your committee believes that it is only 
fair to give workers now disabled a further opportunity to avoid loss 
of these valuable rights by extending through June 30, 1958, the period 
for filing an application which will make the freeze effective for eligible 
workers for the entire period of their total disability. 


2. Reduction of social security disability benefit amount on account of 
disability payments from certain other programs 
Your committee has not included in its bill the provision of the 


House-approved bill under which the disability benefit offset provision 
of the Social Security Act would be modified so that an individual's 
disability insurance benefit under old-age and survivors insurance 
would not be reduced because of disability compensation he receives 
from the Veterans’ Administration. This action was without preju- 
dice as to the merit of the proposal. 

The offset provision has the desirable objective of preventing dupli- 
cation between disability benefits payable under OASI and _ those 
payable under any other Federal program or under State workmen’s 
compensation laws.. Your committee is in complete sympathy with 
the objectives of the disability payments provided under the veterans’ 
compensation program, and recognizes that considerations underlying 
this program may suggest that these payments be given special treat- 
ment insofar as the social security disability offset provision is con- 
cerned. Your committee is also aware that at the time this offset 
provision was enacted service in the Armed Forces could count toward 
social-security benefits without any contribution on the part of service- 
men; since then, service in the Armed Forces has been covered under 
social security on a regular contributory basis. 

Nevertheless your committee believes that this change proposed in 
the House-approved bill should be deferred until the Department of 
Health, Education, and Welfare is able to complete its study of the 
provision, including an analysis of experience in operating under It 
after social security disability benefits become payabie. The com- 
mittee will take up this legislation promptly upon receipt of the 
information from the Department of Health, Education, and Welfare. 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


Section 216 (i) oF THE Soctat Security Act 


DISABILITY; PERIOD OF DISABILITY 


(i) (1) * * eS 
* * * * * * 

(4) If an individual files an application for a disability determina- 
tion after December 1954, and before July [1957] 1958, with respect 
to a disability which began before July [1956] 1957, and continued 
without interruption until such application was filed, then the begin- 
ning day for the period of disability, if such individual does not die 
prior to July 1, 1955, shall be— 

(A) the day such disability began, but only if he satisfies the 
requirements of paragraph (3) on such day; 

(B) if he does not satisfy such requirements on such day, the 
first day of the first quarter thereafter in which he satisfies such 
requirements. 0 
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PEANUT STATISTICS 


Jun 17, 1957.—Ordered to be printed 


Mr. Scort, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 609] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 609) to amend the act of June 24, 1936, as amended (relating 
to the collection and publication of peanut statistics), to delete the 
requirement for reports from persons owning or operating peanut 
picking or threshing machines, and for other purposes, having con- 
sidered the same, report thereon with a recommendation that it do 
pass without amendment. 

This bill would repeal a statutory requirement for reports from 
owners or operators of peanut picking or threshing machines. Due 
to lessening use of custom picking and threshing and the development 
of better sources of information, these reports now have little value. 
The bill would also permit the Secretary to provide for reports on other 
than a monthly basis and make certain nonsubstantive changes in the 
law as described in the attached letter from the Department of 
Agriculture. 

DEPARTMENTAL VIEWS 






DEPARTMENT OF AGRICULTURE, 
Washington, D. C., December 18, 1956. 
THe HONORABLE THE PRESIDENT OF THE SENATE, 
United States Senate. 

Dear Mr. Presipent: Enclosed is a draft of a proposed bill en- 
titled “To amend the act of June 24, 1936, as amended (relating to 
the collection and publication of peanut statistics), to delete the re- 
quirement for reports from persons owning or operating peanut picking 
or threshing machines, and for other purposes.” 

The Department recommends early consideration and enactment 
of this proposal for the reasons set forth herein. 

This recommended revision of the law relating to the collection 
and publication of peanut statistics would (1) delete a statutory 
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requirement for reports from “persons owning or operating peanut 
picking-or threshing machines,” and (2) make certain nonsubstantive 
revisions in the language of existing section 3 to conform it with section 
1 and clarify its meaning. 

The requirement which would be dropped no longer furnishes 
useful data in view of other available sources which provide more 
complete information. Moreover, the Agricultural Marketing Sery- 
ice, which carries out the Department's responsibilities under this 
act, finds that such requirement is no longer realistic, and has been 
wholly imprac ‘ticable to enforce within av ailable funds and facilities, 

At the time this act was passed, picking and threshing machines 
were widely used in all peanut-producing areas and were generally 
owned by individual operators or firms who picked and ‘three 
for a large number of farmers. ‘Today,-however, the custom use of 
these machines is being rapidly displaced by individually owned com- 
bines with picker attachments. ‘This is especially true in the south- 
eastern and southwestern peanut areas. It is doubtful that the act 
was ever intended to apply to farmer-owned combines with picker 
attachments which are used mainly to harvest and pick only the 
owner’s peanuts. 

As a source of data, the reports from pickers and threshers are 
now weak and inconsequential, and practically useless as a basis for 
estimating total quantities of peanuts picked and threshed. In any 
event, collection of data from this source would require expenditures 
out of all proportion to its real value. Estimates of production of all 
peanuts picked and threshed, published by the Crop Reporting Board, 
are based on other survey data and far exceed the total quantities 
reported by operators of picking and threshing machines. 

The principal ‘revisions in section 3: (1) conform the classes of 
persons who must report as stated in sections 1 and 3 by adding to 
section 3 the words “owner other than the original producer of pea- 
nuts’’; (2) clarify the antecedents of pronouns by breaking the first 
sentence into two sentences; and (3) supply the words “to | give such 
reports or information” and “shell” and delete the word “to” , 80 as to 
complete the thought and correct a grammatical error in the ‘wording 
of the last sentence, which covers violations. 

The enactment of this legislation would not affect the present cost 
of carrying out the purposes of this act, whereas the full and effective 
enforcement of the picker and thresher provisions would require 
additional funds. 

The Bureau of the Budget advises that there is no objection to 
the presentation of this proposal for the consideration of the Congress. 
Sincerely yours, 

E. T. Benson, Secretary. 


CHANGES IN EXISTING LAW 














In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed i is shown in roman): 
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Act or JuNE 24, 1936, as AMENDED 


Src. 1. The Secretary of Agriculture is authorized and directed to 
collect and publish statistics of raw peanuts shelled, unshelled, and 
crushed, and peanut oil, in the United States, received, processed, 
shipped, and owned by or in the possession of warehousemen, brokers, 
cleaners, shellers, dealers, growers’ cooperative associations, ‘crushers, 
salters, manufacturers of peanut products, and owners other than the 
original producers of peanuts: Provided, That the Secretary may, 
in his discretion, omit for any period of time to collect such statistics 
from any or all salters of peanuts or manufacturers or peanut products 
who used, during the calendar year preceding that for which statistics 
are being collected, less than thirty thousand pounds of shelled and 
unshelled peanuts. Such statistics shall show the quality of peanuts in 
such details as to kinds—Virginias, Runners, Spanish, and imported 
varieties—as the Secretary shall deem nécessary for the purposes of 
this Act. All reports [except those required from persons owning 
or operating peanut picking or threshing machines] shall be submit- 
ted monthly in each year, except as otherwise prescribed by the Secretary. 

FSec. 2. The Secretary is authorized and directed to collect and 
publish statistics of the quantity of peanuts picked or threshed by 
any person owning or operating peanut picking or threshing ma- 
chines}. 

Sec. [3] 2. It shall be the duty of [every] each warehouseman, 
broker, cleaner, sheller, dealer, growers’ cooperative association, 
crusher, salter, “‘manufecturer of peanut products, and owner [or 
operaior of peanut picking or threshing machines to furnish promptly 
upon request of the Secretary, within the time prescribed by him, 
completely and correctly to the best of his knowledge, a report of the 
quantity of peanuts and peanut oil received, proc essed, shipped, and 
owned by or on hand and in the case of an operator of peanut picking 
and threshing machines the quantity picked or threshed, segregatin 
in accordance with forms furnished for the purpose by the Secretary. 
other than the original producer of peanuts to furnish reports, complete 
and correct to the best of his knowledge, on the quantity of peanuts and 
peanut oil received, processed, shipped, and owned by him or in his 
possession. Such reports, when and as requested by the Secretary, shall 
be furnished within the time prescribed and in accordance with forms 
provided by him for the purpose. Any person required by this Act, 
or the regulations promulgated thereunder, to furnish reports or 
information, and any officer, agent, or employee thereof who shall 
refuse [or] to give such reports or infor mation or shall willfully give 
answers that are false and misleading, shall be guilty of a misdemeanor, 
and upon conviction thereof shall be fined not less than $300 nor 
more than $1,000, or imprisoned not more than one year, or [to] be 
subject to both such fine and imprisonment. 

Sec. [4] 3. The Secretary is authorized to establish and promulgate 
grades and standards for the classification of peanuts, whenever in his 
discretion he may see fit. 

Sec. [5] 4. The information furnished under the provisions of this 
Act shall be used only for the statistical purposes for which it is 
supplied. No publication shall be made by the Secretary whereby 
the data furnished by any person can be identified, nor shall the Secre- 
tary permit anyone other than the sworn employees of the Department 
of Agriculture to examine the individual reports. 
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Sec. [6] 5. The Secretary may make rules and regulations as may 
be necessary in the administration of this Act and may cooperate 
with any department or agency of the Government, any State, Terri- 
tory, District, or possession, or department, agency, or political sub. 
division thereof, or any person; and shall have the power to appoint, 
remove, and fix the compensation of such officers and employees not 
in conflict with existing law, and make such expenditures for rent 
outside the District of Columbia, printing, binding, telegrams, tele- 
phones, law books, books of reference, publications, furniture, sta- 
tionery, office equipment, travel, and other supplies and expenses, 
including reporting services, as shall be necessary to the adminis- 
tration of this Act in the District of Columbia and elsewhere, and as 
may be appropriated for by Congress; and there is authorized to be 
appropriated, out of any money in the Treasury not otherwise appro- 
priated, such sums as may be necessary for such purpose. 

Sec. [7] 6. When used in this Act— 

(1) The term “person’’ includes individuals, partnerships, corpora- 
tions, and associations; 

(2) The term ‘Secretary’ means the Secretary of Agriculture. 


O 
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MARKETING QUOTAS AND SUPPORT PRICES FOR 
CERTAIN KINDS OF TOBACCO 


June 17, 1957.—Ordered to be printed 


Mr. Scort, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany H, R. 7259] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 7259) relating to marketing quotas and price supports 
for fire-cured, dark air-cured, and Virginia sun-cured tobacco, having 
considered the same, report thereon with a recommendation that it 
do pass without amendment. 


GENERAL STATEMENT 


This bill would— 

(1) treat Virginia fire-cured tobacco, type 21, as a separate 
kind of tobacco for marketing quota purposes (other than the 
referendum); and 

(2) limit price support prescribed for fire-cured, dark air-cured 
and Virginia sun-cured tobacco by the act of July 28, 1945, to an 
amount not in excess of the beleen of (a) the 1957 level, or (6) 
90 percent of parity. 

Section 1 

The first section of the bill amends section 301 (b) (15) of the 
Agricultural Adjustment Act of 1938 to provide that beginning with 
the 1958 crop Virginia fire-cured tobacco, type 21, shall be treated 
as a “kind” of tobacco for all provisions of title III of the act except 
section 312 (c), which provides for treating all fire-cured types 21, 
22, and 23 as one “kind”’ of tobacco in a referendum of growers. (The 
Department of Agriculture advises that type 24, which sec. 301 (b) 
(15) includes with types 21, 22, and 23 as a single kind of tobacco, 
is no longer produced.) 

Marketing quotas for the 1958 and subsequent crops of Virginia 
fire-cured tobacco, type 21, would be determined and proclaimed on 
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the basis of its own supply and demand situation separately from the 
other fire-cured types. Growers would approve or disapprove the 
marketing quotas for fire-cured tobacco as a “kind” of tobacco in-g 
combined referendum. As such, two-thirds of all fire-cured growers 
voting in a referendum must favor marketing quotas before acreage 
allotments and price supports on any fire-cured tobacco would be 
effective. 


Section 2 


Section 2 of the bill amends section 2 of the act of July 28, 1945, 
Public Law 163, to provide that beginning with the 1958 crop the 
levels of support for fire-cured, dark air-cured and Virginia sun-cured 
tobaccos (which are now fixed at a percentage of the burley loan rate) 
shall not be higher than the level applicable to the 1957 crop or 90 
percent of parity, whichever is higher. This eliminates any further 
increase in support levels for fire-cured, dark air-cured, and Virginia 
sun-cured tobaccos arising out of increases in the 10-year moving 
average price of burley tobacco, until such time as 90 percent of the 
parity price for the particular tobacco exceeds its 1957 support level. 

The parity price for Virginia fire-cured, type 21, will be computed 
separately. Other fire-cured tobacco, types 22 and 23, will be com- 
bined in one parity price. Beginning with the 1958 crop, support 
levels for Virginia fire-cured, type 21, fire-cured, types 22-23, dark 
air-cured, types 35-36, and Virginia sun-cured, type 37, will be at the 
1957 level unless (1) the burley rate drops below its 1957 level, or 
(2) 90 percent of parity for the particular tobacco rises above its 1957 
support level. Support levels for 1957 based on a percentage of the 
“ered rate and 90 percent of parity for these tobaccos are compared 
below. 


Support level 
Kind and type based on per- | 90 percent of 
centage of 1957 parity 2 
burley rate ! 


Cents per Cents per 
pound pound 
rn EINE EI oo Don maumnneeetnpmepmareenmmnmnaaeen 38. 6 34.9 
rT i i ee GE EEeneeeE 38. 6 34.6 
ee A Oe BG ON ace hcnnndncp ab penanneseehenesmnens 34.3 29.9 
We SEG, BIO BE none cee cn cs mcececenccncchbawaccesbehseleewnsen 34.3 32.0 








175 percent of burley rate for fire-cured tobacco, types 21, 22, 23; 6634 pereent of burley rate for dark air- 
cured, types 35 and 36, and Virginia sun-cured, type 37. 
2 According to April 1957, parity index. 


DEPARTMENTAL APPROVAL 


Following is letter from Department of Agriculture recommending 

approval of this measure: 
DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 22, 1967. 
Hon. Harotp D. Coorey, 
Committee on Agriculture, 
House of Representatives. 

Dear ConcressMAN Cootey: This is in reply to your request of 
May 9, 1957, for a report on H. R. 7259, a bill to amend section 301 
of the Agricultural Adjustment Act of 1938, as amended, so as to 
make Virginia fire-cured tobacco, type 21, a separate kind of tobacco 
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except for referendum purposes and to amend the act of July 28, 
1945 (Public Law 163, 79th Cong., 59 Stat. 506), so as to provide 
that price support levels for fire-cured, dark air-cured, and sun-cured 
tobacco shall not be increased above the level prevailing for the 1957 
crop by reason of provisions of Public Law 163 which “tie” the 
support levels for these tobaccos to the burley support level. 

As we understand it, this bill is intended to supersede and replace 
H. R. 5002 upon which we reported March 29, 1957. As we indicated 
in that report, the separation of Virginia fire-cured tobacco from other 
fire-cured types for marketing quota purposes, while undesirable from 
an administrative standpoint, poses no significant administrative prob- 
lem. ‘The change incorporated in H. R. 7259 under which the separa- 
tion would not be applicable for referendum purposes is a desirable 
one. Section 2 of H. R. 5002 provided for reduction of the support 
level for Virginia fire-cured tobacco to 90 percent of parity rather than 
a percentage of the burley support level. We indicated in our letter 
of March 29 that we would consider this a desirable corrective measure 
provided it was made applicable to other types of fire-cured, dark 
air-cured and sun-cured tobacco. H. R. 7259 does not provide for 
this same degree of correction in that the 1957 support level is above 
90 percent of parity, with the result that the prospects of placing the 
dark tobacco support program on a sound basis and of maintaining the 
export market for these kinds of tobacco will be reduced. 

Although we believe that establishing the support level for these 
kinds of tobacco as a percentage of the burley support level is in- 
herently inconsistent with the modernized parity concept, this bill 
provides a partial correction in that the possibility of further increases 
in the support levels because of unrelated supply and demand factors 
and market conditions is eliminated. Accordingly, the Department 
would favor passage of the bill. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Trup D. Morssn, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT Act oF 1938, As AMENDED 
+ * * + + * * 


Sec. 301. (a) GenerAL Dertnitions * * * 

(b) Derinir1ons APPLICABLE TO ONE oR Morr ComMopiItTIESs.— 

For purposes of this title—* * * 

(15) “Tobacco”’ means each one of the kinds of tobacco listed 
below comprising the types specified as classified in Service and Reg- 
ulatory Announcement Numbered 118 of the Bureau of Agricultural 
Economics of the Department: 

Flue-cured tobacco, comprising types 11, 12, 13, and 14; 

Fire-cured tobacco, comprising types 21, 22, 23, and 24; 
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Dark air-cured tobacco, comprising types 35 and 36; 

Virginia sun-cured tobacco, comprising type 37; 

Burley tobacco, comprising type 31; 

Maryland tobacco, comprising type 32; 

Cigar-filler and cigar-binder tobacco, comprising types 42, 43, 44, 
45, 46, 51, 52, 53, 54, and 55; 

Cigar- filler tobacco, comprising type 41. 

The provisions of this title shall apply to each of such kinds of 
tobacco severally: Provided, That any one or more of the types com- 
prising any such kind of tobacco shall be treated as a “kind of tobacco” 
for the purposes of this Act if the Secretary finds there is a difference 
in supply and demand conditions as among such types of tobacco 
which results in a difference in the adjustments needed in the market- 
ings thereof in order to maintain supplies in line with demand: Provided 
further, That with respect to the 1958 and subsequent crops, type 21 
(Virginia) fire-cured tobacco shall be treated as a “‘kind of tobacco” for 
the purposes of all of the provisions of this title, except that for the purposes 
of section 312 (c) of this title, types 21, 22, and 23, fire-cured tobacco 
shall be treated as one “‘kind of tobacco’. 


Act or Juny 28, 1945 
2 * mn » ¥ » + 


Sec. Notwithstanding any other provision of law, the Commodity 
Credit Corporation is authorized and directed, beginning with the 
1945 crop, to make available upon any crop of fire-cured, dark air- 
cured and Virginia sun-cured tobacco, if producers have not disap- 
proved marketing quotas for such tobacco for the marketing year 
beginning with the calendar year in which such crop is harvested, 
loans or other price support at, in the case of fire-cured tobacco, 75 per 
centum of the loan rate for burley tobacco for the corresponding crop 
and, in the case of dark air-cured and Virginia sun-cured tobacco, 
at 66% per centum of such burley tobacco loan rate: Provided, That, 
beginning with the 1958 crop, the levels of support for such kinds of 
tobacco shall not exceed the higher of (a) the level applicable to the 1957 
crop or (b) 90 per centum of the parity price. 


O 
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WHEAT USED ENTIRELY FOR FEED, SEED, OR FOOD ON 
THE FARM—EXEMPTION FROM MARKETING PENAL- 
TIES 


JUNE 17, 1957.—Ordered to be printed 


Mr. Wit1aMs, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 959] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 959) to amend the Agricultural Adjustment Act of 1938, as 
amended, to exempt certain wheat producers from liability under the 
act where all the wheat crop is fed or used for seed or food on the farm, 
and for other purposes, having considered the same, report thereon 
with a recommendation that it do pass with an amendment. 

This bill would exempt excess wheat from marketing penalties if 
the entire crop is used for feed, seed, or food on the farm where grown. 
It would be retroactive to cover the 1954, 1955, and 1956 crops, as well 
as future crops. If exemptions were obtained on the 1954, 1955, or 
1956 crops, penalties paid on such crops would be refunded; wheat 
stored to avoid such penalties would be released from storage; and the 
Secretary would pay producers the value of any wheat delivered to 
him to avoid such penalties. Except for retroactivity and provisions 
with respect to food use, the first section of the bill is identical to 
S. 46, which passed the Senate in 1955, and is substantially the same 
as S. 403, S. 658, and S. 901 introduced by Senators Watkins, Byrd, 
and Potter, respectively. The substance of this provision was also 
included in an amendment offered by Senator Potter to S. 1771 earlier 
this year. 

Section 2, which would be added by the committee amendment, 
would amend section 114 of the Soil Bank Act to permit farmers who 
obtain exemptions from marketing penalties under the first section of 
the bill to qualify for payments under the acreage reserve programs for 
other commodities and the conservation reserve program, even though 
they exceed their wheat acreage allotments. (Sec. 114 disqualifies 
farmers who exceed their allotments from eligibility to receive any 
payments under the Soil Bank Act.) 
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The bill and the committee amendment are further explained jn 
the attached letters from the Department of Agriculture. 

Section 336 of the Agricultural Adjustment Act of 1938 restricts 
the marketing quota referendum to farmers who will be subject to 
the quota, and producers exempt under the bill would therefore not 
be eligible to vote. The Secretary should, by appropriate regulation, 
require producers to elect whether they will vote in the referendum or 
maintain their eligibility for an exemption under the bill. Applica- 
tions from producers for exemption should not be approved after 
they have elected, by voting in the referendum, to remain subject to 
quotas. Since exemptions are made on a farm basis, the Secretary 
may provide that the election of any producer on the farm to remain 
subject to quotas. Since exemptions are made on a farm basis, the 
Secretary may provide that the election of any producer on the farm 
to remain subject to the quota shall prevent the exemption from being 
granted for the farm. The requirement that producers make an 
election as to whether they will vote in the referendum or maintain 
their eligibility for an exemption should, of course, only be made 
applicable to referendums held with respect to the 1959 and subsequent 
crops. 

The exemption provided by the bill ts restricted to farms which 
consume all of the wheat they produce and introduce no wheat into 
commerce. The exemption is null and void if the conditions upon 
which it is granted are not met, and the entire crop would be subject 
to the penalty provisions of the act if even the smallest quantity 
should be removed from the farm contrary to the provisions of the 
bill. It is expected that the Secretary would take special care to see 
that the conditions of exemption are fulfilled and that the amount of 
wheat moving in commerce is not increased by any wheat produced 
on farms exempted under the bill. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., January 28, 1957. 
The PRESIDENT OF THE SENATE, 
United States Senate. 


Dear Mr. Presipent: During the first session of the 84th Congress 
the Senate passed 8S. 46, a bill to exempt certain wheat producers from 
liability for wheat marketing quota penalties under the Agricultural 
Adjustment Act of 1938, as amended, where all the wheat is fed or 
used for seed on the farm on which produced. Identical bills were 
introduced in the House of Representatives, but no action was taken 
by the House on any of those bills or on S. 46. 

The Department of Agriculture reported favorably on S. 46 and 
H. R. 1834, one of the House bills. On January 27, 1956, the Depart- 
ment addressed a letter to Hon. Harold D. Cooley, chairman of the 
House Committee on Agriculture, recommending the enactment of 
5. 46, with certain proposed amendments which would have (1) 

xtended the exemption to wheat used on the farm where produced 
as human food; (2) made the provision retroactive to the 1954 crop 
of wheat; and (3) in the case of farmers entitled to the exemption, 
provided for the release from storage of wheat stored to postpone or 
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avoid the penalty and for the reimbursement for penalties paid in 
1954, 1955, or 1956 and for the value of wheat delivered in 1954, 1955, 
or 1956 to the Secretary of Agriculture to avoid penalties. ' 

Several bills embodying the provisions of S. 46 have been introduced 
in the 85th Congress. I urge that prompt and favorable consideration 
be given by the Congress to such proposed legislation. Enclosed is a 
draft which embodies the provisions of 8. 46 together with the amend- 
ments which were proposed by this Department to Congressman 
Cooley in January 1956. It is recommended that these amendments 
be incorporated in the bills when they are acted upon by the Congress. 

The purpose of the legislation is to correct a sityation which. has 
arisen in connection with marketing quota operations for certain wheat 
producers who desire to use their entire output for food, feed, and 
seed on the farm where produced and who do not want to participate 
in: the wheat price support program. Under the Agricultural Adjust- 
ment Act of 1938, as amended, any wheat producer subject to mar- 
keting quotas who harvests wheat in excess of his farm acreage allot- 
ment is subject to a marketing penalty on the farm marketing excess 
unless he avoids or postpones the penalty by storage or delivery to the 

ecretary), whether he sells his wheat on the market or feeds .i¢ on his 
farm. ‘The law is clear on this point and its .constitutionality was 
upheld in Wickard v. Filburn (317 U.S. 111). Thus, farmers subject 
to quotas who produce wheat only for food, feed and seed and do not 
want price support on their crop are forced to curtail their operations 
or pay the penalty if they fail to do so. 

Production of wheat for food, feed and seed is in general confined to 
small farms in the feed deficit areas. 

Existing legislation exempts certain of these farms from marketing. 
quota restrictions. For example, .quotas are not applicable to’ any 
farm on which the wheat acreage does not exceed 15 acres or on which 
the normal production of the;wheat acreage is less than, 200 bushels. 
Also marketing quotas are not applicable to any farm in any State 
which has been designated by the Secretary as outside the commercial 
wheat-producing area. Any State for which the wheat acreage allot- 
ment is 25,000 acres or less may be so designated by the Sécretary. 

The proposed legislation broadens these existing exemptions to in- 
clude those farmers in the commercial wheat-producing area who 
harvest more than 15 acres, who use all their wheat on the farm where 

own for food, feed and seed, and who do not desire price support. 
nsofar as these farmers are concerned, wheat marketing quota restric- 
tions impose special hardships. 

Accordingly, although the consumption of wheat on farms where 
grown does affect interstate commerce, the proposed exemption relat- 
ing only to farms on which no wheat is removed would appear, to be 
desirable... Such farmets constitute only a small portion. of all farmers 
who produce wheat and the proposed. exemption, although creating 
some new problems, would not unduly hamper the administration of, 
the wheat marketing quota and price support program with respect 
to farms from which wheat is removed. This would not, be the case, 
however, if the exemption with respect to food, feed and seed were to 
apply to farms on which wheat is produced both for home consumption 
and for sale. 

With present legislation providing for no marketing quotas on, corn 
and other feed grains and price support for feed grains other than corn 
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being available to producers with no restriction on production, the 
restrictions upon the feeding of wheat produced on a farmer’s own 
farm appear to be untenable. 

Enactment of the legislation would be another step toward achieve- 
ment of our objective—that farmers be permitted to operate their 
farms with a maximum of freedom. It would provide more adequate 
feed in areas which in the past have not produced sufficient feed for 
local livestock and poultry production. And it would remove the 
dissatisfaction of many small wheat producers with the program as 
it must be operated under present legislation. 

Some additional administrative expenses would be incurred in carry- 
ing out the legislation. Such increases could, we believe, be generally 
absorbed from funds appropriated for the wheat marketing quota 
program. 

The bill provides that funds collected as wheat penalties which are 
on special deposit may be used to make the refunds provided for 
therein. Additional funds for such refunds will need to be appro- 
priated only to the extent that such wheat penalty collections are not 
sufficient therefor. 

The Bureau of the Budget advises that enactment of this proposed 
legislation would be in accord with the program of the President. 

Sincerely yours, 
E. T. Benson, Secretary. 





DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C. April 4, 1957, 
Hon. Aten J. ELLENDER, 
Committee on Agriculture and Forestry, 
United States Senate. 


Dear Senator ELLENDER: On January 28, 1957, this Department 
transmitted to the Congress a proposed bill to exempt certain wheat 
producers from liability for wheat marketing quota penalties 
under the Agricultural Adjustment Act of 1938, as amended, 
where all the wheat is fed or used for human feed or seed on the farm 
where produced. 

Section 114 of the Soil Bank Act provides that as a condition of 
eligibility for participation in the acreage reserve program under 
that act the wheat acreage on any farm must not exceed the larger of 
the farm wheat acreage allotment or 15 acres. In order to clarify the 
matter of eligibility for participation in the acreage reserve program 
of any farm for which an exemption from marketing quota penalties 
might be obtained under the bill submitted by us on January 28, 1957, 
we believe it highly desirable that such bill be supplemented by a new 
section containing an amendment to the Soil Bank Act which would 
make it clear that any farm for which an exemption from marketing 
quota penalties was obtained under the proposed bill would not be 
required to comply with the larger of the farm wheat acreage allot- 
ment or 15 acres to be eligible for participation in the acreage reserve 
program. 

We believe that farmers who might obtain an exemption from wheat 
marketing quota penalties because their entire wheat production is 
used on the farm where produced should be entitled to participate in 
the acreage reserve program on exactly the same basis as those 
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farmers who avail themselves of the 15-acre exemption. We, there- 
fore, recommend that there be added at the end of the bill we trans- 
mitted on January 28, 1957, a new section reading as follows: 
“Sec. 2. Section 114 of the Soil Bank Act (70 Stat. 196) is amended 
by changing clause (2) in the first sentence thereof to read as follows: 
“*¢(2) in the case of a farm which is not exempted from market- 
ing quota penalties under section 335 (f) of the Agricultural 
aa Act of 1938, as amended, the wheat acreage on the 
farm exceeds the larger of the farm wheat acreage allotment under 
such title or fifteen acres, or’.”’ 
The Department favors the enactment of the bill as so amended. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 
True D. Morssz, 
Acting Secretary. 





CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT AcT or 1938, as AMENDED 


Szc. 335. * * * 

(f) The Secretary, upon application made pursuant to regulations 
prescribed by him, shall exempt producers from any obligation under 
this Act to pay the penalty on, deliver to the Secretary, or store the farm 
marketing excess with respect to any farm for any crop of wheat harvested 
in 1954 or subsequent years on the following conditions: 

(1) That none of such crop of wheat is removed from such 
farm except to be processed for use as human food on such farm or 
with respect to wheat of the 1954, 1955, or 1956 crop to be placed 
wn off-farm storage or delivered to the Secretary in accordance with 
applicable regulations in order to avoid or postpone the payment 
of any penalty due under the provisions of this Act; 

(2) That such entire crop of wheat is used on such farm for 
seed, human food, or feed for livestock, including poultry, owned 
by any such producers, or a subsequent owner or operator of the 
farm; and 

(3) That such producers and their successors comply with all 
regulations prescribed by the Secretary for the purpose of determining 
compliance with the foregoing conditions. 

Failure to comply with any of the foregoing conditions shall cause the 
exemption to become immediately null and void unless such failure is due 
to circumstances beyond the control of such producers as determined by 
the Secretary. In the event an exemption becomes null and void the 
provisions of this Act shall become applicable to the same extent as if 
such exemption had not been granted. No acreage planted to wheat in 
excess of the farm acreage allotment for a crop covered by an exemption 
hereunder shall be considered in determining any subsequent wheat 
acreage allotment or marketing quota for such farm. 
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In accordance with regulations issued by the Secretary in the case 
wheat of the 1954, 1955 or 1956 crop upon which the producer obtaing 
an exemption as herein provided, such producer shall be entitled to a 
refund of any penalty paid by him under the Act with respect to such 
wheat, or of the value, as determined by the Secretary, of any such wheat 
delivered to the Secretary in accordance with applicable regulations in 
order to avoid or postpone payment of the penalty, and shall be authorized 
to remove from storage any such wheat stored under applicable regulations 
to avoid or postpone payment of the penalty under this Act for use on 
the farm for any purpose authorized by the exemption hereunder. There 
as hereby authorized to be appropriated sums necessary for the payment 
of the refunds provided for herein, and in addition sums collected as 
wheat penalties which are on special deposit for refund of excess col 
lections, may be used to make the refunds provided for herein. 


AGRICULTURAL Act oF 1956, AS AMENDED 
TITLE I—SOIL BANK ACT 


Sec. 114. No person shall be eligible for payments or compensation 
under this title with respect to any farm for any year in which (1) 
the acreage of any basic agricultural commodity other than wheat or 
corn on the farm exceeds the farm acreage allotment for the com- 
modity under title III of the Agricultural Adjustment Act of 1938, 
as amended, or (2) in the case of a farm ‘which is not exempted from 
marketing quota penalties under section 835 (f) of the Agricultural 
Adjustment Act of 1938, as amended, the wheat acreage on the farm 
exceeds the larger of the farm wheat acreage allotment under such 
title or fifteen acres, or (3) the corn acreage on the farm, in the case 
of a farm in the commercial corn-producing area, exceeds the farm 
base acreage for corn or the farm acreage allotment, whichever is in 
effect. For the purpose of this section, a producer shall not be deemed 
to have exceeded his farm acreage allotment or farm base acreage, 
unless such producer knowingly exceeded such allotment or base 
acreage and, in the case of wheat, unless such producer knowingly 
exceeded the farm acreage allotment or fifteen acres, whichever is 


larger. 
O 
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Mr. Youne, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 606] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 606) to permit the transfer of wheat acreage allotments 
of lands taken by any Federal, State, or any other agency having the 
right of eminent domain, havin Te ddcee the same, report thereon 
with a recommendation that it do pass with amendments, 


GENERAL 


This bill, with the committee amendment to its text, would improve 
operation of the wheat marketing quota program by (1) giving old 
farm status to farms planting wheat once in 4 years; (2) poeventing 
wheat’ planted in excess of allothents from counting as history; an 
(3) revise the provision for pooling wheat allotments of farms acquired 
by agencies having the right of eminent domain. 


THE BILL AS INTRODUCED 


As introduced the bill would have affected only the so-called 

Barden amendment, which provides for pooling wheat acreage allot- 

ments of farms acquired by the United States for national defense 

age and the use of such pooled allotments to establish allotments 

or other farms owned or acquired by the former owners of the farms 

acquired by the United States. As introduced, the bill would have 

(1) extended this provision to include farms removed from agricultural 

| erection in 1956 or thereafter because of acquisition by any agency 

aving the right of eminent domain; and (2) permit allotments to be 

made from the pool only if application is filed within 3 years after such 

acquisition or within 3 years after enactment of the bill, whichever 
period is longer. 
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THE COMMITTEE SUBSTITUTE 


The report of the Department of Agriculture suggested an amend- 
ment in the nature of a substitute, which was subsequently modified 
pursuant to suggestions of Department spokesmen and is recom- 
mended by your committee. The substitute would make the follow- 
ing changes in the wheat marketing quota law: 

First, it would give “old” farm status to farms on which wheat has 
been produced during any of the previous 4, instead of 3, marketing 
years. (At least 97 percent of the State wheat acreage allotment 
must be apportioned to “old” farms.) This change would give recog- 
nition to crop rotation systems, well established in certain areas, under 
which wheat is planted once each 4 years. 

Second, it would prohibit wheat planted in excess of 1958 and subse- 
quent allotments from counting as history for future State, county, 
or farm allotments, and would prohibit wheat planted to 1958 or 
subsequent crops in the absence of allotments from giving any farm 
“old” farm status. Provisions preventing excess acreage from count- 
ing as history are now applicable to the other basic commodities, 
except corn, and a provision preventing plantings in the absence of 
allotments from giving old farm status is applicable to tobacco; 
563,000 wheat farms overplanted their wheat allotments in 1956. 
About 95 percent of these planted less than 15 acres and were exempt 
from quotas. Crediting ham farms with their overplanted acreage 
results in a shift of allotments from farms which complied with their 
allotments and a shift from the large wheat farm areas to small wheat 
farm areas. 

Third, it would amend the provision pooling allotments of farms 
acquired by the United States for national defense purposes to— 

(a) Extend it to farms acquired for any purpose of any agency 
having a right of eminent domain; 

(b) Restrict it to farms “removed from agricultural production” 
in 1954 or thereafter on account of such acquisition; 

(c) Permit allotment to other farms from the pool only if 
application is made within 3 years after the end of the calendar 
year in which the original farm was removed from production; and 

(d) Require the acreage placed in the pool to be taken into 
account in fixing the acreage allotted to any farm from the pool. 

The pooling provision proposed in the committee amendment differs 
from that proposed in the bill as introduced in that (1) it eliminates a 
provision applicable to farms acquired for national defense purposes 
since 1950 on the ground that no wheat farms have been so acquired 
since 1950; (2) it clarifies the cutoff date on the period within which 
application for allotment from the pool must be made; and (8) it 
makes a technical change to reflect the proposed change in the defini- 
tion of “old” wheat farms. 


MODIFICATIONS OF DEPARTMENT RECOMMENDATIONS 


The Department’s report on the bill included a suggestion that 
allotments be apportioned on the basis of 5-, instead of 10-, year 
seeded acreages. Since it made this recommendation, the Depart- 
ment determined that the acreage planted in excess of allotments 
during recent years was such that this suggestion would result in & 
substantial shift of allotments to areas of noncompliance. The 
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Department consequently withdrew this recommendation. Depart- 
ment spokesmen also suggested that the allotment pooling provision 
suggested by the Department be modified by (1) striking out the 
words “in 1955 or thereafter” where they appeared after the words 
“because of acquisition’; and (2) inserting the words “in 1954 or 
thereafter’ before the words “because of acquisition.” Use of 1954 
is preferable to 1955 in order to cover the situation as fully as possible. 
(Wheat acreage allotments were not in effect in the years prior to 
1954 so that the Department does not have adequate data to extend 
the provision prior to 1954.) This modification would also make 
pooling effective at the time of removal of the farm from agricultural 
production rather than the time of acquisition, since frequently farms 
continue in production after acquisition by an agency having the right 
of eminent domain. 
DEPARTMENTAL REPORT 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., April 6, 1957. 
Hon. Atten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator Exxenper: This is in reply to your request of 
January 16 for a report on S. 606, a bill to permit the transfer of 
wheat acreage allotments of lands taken by any Federal, State, or 
" other agency having the right of eminent domain. 

This Department recommends the enactment of this bill, modified 
as indicated below. 

This bill would amend subsection 334 (d) of the Agricultural 
Adjustment Act of 1938, as amended, so as to extend the so-called 
Barden amendment for wheat to include acquisitions of farms made 
for any purpose in 1956 or thereafter by any Federal, State, or other 
agency having a right of eminent domain. In addition, the bill would 
limit to 3 years the period in which a dispossessed farm owner could 
apply for an adjustment in the wheat allotment determined for other 
farms owned or acquired by him. Under existing legislation the 
Barden amendment is limited to Federal acquisitions for national- 
defense purposes beginning with 1950. The inclusion of such earlier 
date in the modified amendment is not necessary since there have 
been no acquisitions for national-defense purposes during the period 
1950 to the present time. 

We believe that the objective of this amendment could best be 
achieved by changing the language therein to read as follows: 

“Notwithstanding any other provision of this section, the acreage 
allotment established, or which would have been established, for a 
farm which is removed from agricultural production because of acquisi- 
tion in 1955 or thereafter by any Federal, State, or other agency havin 
aright of eminent domain shall be placed in an allotment pool and sha 
be used only to establish equitable allotments for other farms owned or 
acquired by the owner of the farm so acquired by such agency: Pro- 
vided, That such owner shall make application therefor within three 
years after the end of the calendar year in which such farm was re- 
moved from agricultural production: Provided further, That the allot- 
ment so made for any farm, including a farm on which wheat has not 
been planted during any of the four marketing years preeeding the 
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marketing year in which the allotment is made, after taking into cons 
sideration the allotment acreage which was placed in the pool from, the 
farm acquired from the applicant, shall compare with the allotments 
established for other farms in the same locality which are similar ex- 
cept for the past acreage of wheat. 

The principal changes made by this revised language are (1) the 
elimination of the 1950 date for reasons explained above; (2) clarifica- 
tion of the cutoff date within which a dispossessed farm owner must 
apply for an adjusted allotment under the amendment; and (3) change 
the definition of an old wheat farm in a manner described in more 
detail under item 2 below. 

In addition to the change in the Barden amendment, there are 
certain other changes in section 334 which should be made at. the 
same time to improve the operations of the acreage allotment and 
marketing quota programs for wheat. The additional changes needed 
for this purpose are as follows: 

1, Eliminate in subsections (a) and (b) the word ‘ten’ wherever 
it appears and insert in lieu thereof the word “five”. These changes 
would require that the national wheat acreage allotment be appor- 
tioned to States and counties on the basis of tho acrcage seeded for 
production of wheat during the preceding 5 years instead of the pre- 
ceding 10 years.. Such changes are considered desirable because it'is 
believed that the use of a 5-year period would result in State and county 
wheat acreage allotments which are more representative of current 
production operations: 

2. Eliminate in the second sentence of subsection (c) the word 
“three” immediately preceding the words ‘“‘markoting years” and 
insert in lieu thereof the word “four”. This change would redefine 
an old wheat farm to be one on which wheat has been seeded in at 
least 1 of the immediately preceding 4 years instead of 3 years. It is 
believed that this change will result in the establishment of allotments 
for “old” wheat farms which reflect more accurately the crop-rotation 
system carried out on the farm. There are certain areas of the 
country where seeding wheat tor grain once every 4 years is a well- 
established crop-rotation practice. Therefore, to avoid the necessity 
of classifying such farms as “new” wheat farms, a 4-year period 
should be used. 

3. Add at the end of subsection (c) two new sentences reading as 
follows: “Any acreage planted to wheat in excess of the 1958 and sub- 
sequent farm acreage allotments shall not be taken into account in 
establishing’ future State, county, and farm acreage allotments. The 
planting on the farm of wheat of the 1958 or any subsequent crop for 
which no farm wheat acreage allotment was established shall not 
make the farm eligible for an allotment as an old farm under the first 
sentence of this subsection.” Both of these legislative requirements 
now apply to tobacco and the first now applies to all. basic crops 
except wheat and corn. It is felt that the planting of wheat in excess 
of the farm allotment should not be permitted to influence.the size 
of future allotments and that the planting of wheat on a farm. for 
which no wheat allotment was established should not be allowed to 
maké the farm eligible for.an.old farm allotment. 

Enclosed is‘a draft of a proposed bill, which if enacted into law, we 
feel would not only accomplish the objective of S. 606 but. also would 
add the three additional changes referred to above which would 
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greatly improve the operations of the acreage allotment and marketing 
quota program for wheat. 
The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 
True D. Morss, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing Taw proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT AcT oF 1938 


Szc. 334 * * * 

(c) The allotment to the county shall be apportioned by the Secre- 
tary, through the local committees, among the ae within the county 
on the basis of past acreage of wheat tillable acres, crop-rotation prac- 
tices, type of soil, and topography. Not more than 3 per centum 
of the State allotment shall be apportioned to farms on which wheat 
has not been planted during any of the [three] four marketing years 
immediately preceding the marketing year in which the allotment is 
made. Any acreage planted to wheat in excess of the 1958 and subsequent 
farm. acreage allotments shall not be taken into account in establishing 
future State, county, and farm acreage allotments. The planting on 
the farm of wheat of the 1958 or any subsequent crop for which no farm 
wheat acreage allotment was established shall not make the farm eligible 
for an allotment as an old farm under the first sentence of this subsection. 

(d) Notwithstanding any other provision of this section, the allot- 
ments established, or which aad have been established, for [any 
farm acquired in 1950 or thereafter by the United States for national- 
defense purposes] a farm which is removed from agricultural production 
in 1954 or thereafter because of acquisition by any Federal, State, or 
other agency having a right of eminent domain shall be placed in an 
allotment pool and shall be used only to establish equitable allotments 
for other farms owned or acquired by the owner of the farm so acquired 
by [the United States. The] such agency: Provided, That such owner 
make application therefor within three years after the end of the calendar 
year in which such farm was removed from agricultural production: 
Provided further, That the allotment so made for any farm, including a 
farm on which wheat has not been planted during any of the [three] 
four marketing years preceding the marketing year in which the allot- 
ment is made, after taking into consideration the acreage allotment 
which was placed vn the pool from the farm acquired from the applicant, 
shall compare with the allotments established for other farms in the 
same [area] locality which are similar except for the past acreage of 


wheat. 
O 
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PRESCRIBING THE WEIGHT TO BE GIVEN TO EVIDENCE OF TESTS 
OF ALCOHOL IN THE BLOOD OR URINE OF PERSONS TRIED IN 
THE DISTRICT OF COLUMBIA FOR OPERATING VEHICLES WHILE 
UNDER THE INFLUENCE OF INTOXICATING LIQUOR 


June 17, 1957.—Ordered to be printed 


Mr. Cuark, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany 8. 969] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 969) to prescribe the weight to be given to evidence of 
tests of alcohol in the blood or urine of persons tried in the District 
of Columbia for operating vehicles while under the influence of 
intoxicating liquor, after full consideration, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 3, Immediately after the word ‘“That’”’ strike the word 
“if” and insert in lieu thereof ‘‘(a) If’’. 

Page 2, line 1, strike the word “evidence” and insert in lieu thereof 
“evidence, based upon a chemical test,’’. 

Page 2, lines 3, 10, and 20, strike the letters “‘(a)’’, ‘““(b)”, and 
“(c)’’, and insert in lieu thereof ‘‘(1)’’, “(2)”, and “‘(3)’’, respectively. 

Page 2, line 19, strike the word ‘‘and”’ and insert in lieu thereof the 
word “or’’. 

Page 3, line 3, Strike all of section 2 down to and including line 10 
on page 4. 

The purpose of this bill is to establish certain statutory presumptions 
based on a chemical analysis to determine the amount of alcohol in 
the blood or urine of any person tried for the offense of operating a 
motor vehicle while under the influence of intoxicating liquor. These 
presumptions are: 

(1) Any such person shall be determined not under the in- 
fluence of intoxicating liquor if his blood is shown by chemical 
analysis to contain five one-hundredths of 1 percent or less, by 
weight, of alcohol, or if his urine is shown by chemical analysis 
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to contain eight one-hundredths of 1 percent or less, by weight, 
of alcohol. 

(2) Any person shall be determined to be under the influence 
of intoxicating liquor if his blood is shown by chemical analysis 
to contain fifteen one-hundredths of 1 percent or more, by weight, 
of alcohol or if his urine is shown by chemical analysis to contain 
twenty one-hundredths of 1 percent or more, by weight, of 
alcohol. 

Amounts of alcohol in the blood im excess of five one-hundredths of 
1 percent, by weight, but less than fifteen one-hundredths of 1 percent, 
by weight, or amounts of alcohol in the urine in excess of eight one- 
hundredths of 1 percent, by weight, but less than twenty one-hun- 
dredths, by weight, would not give rise to a presumption either way 
but would constitute relevant evidence in connection with the trial 
of a person on a charge of operating a motor vehicle under the influence 
of liquor. 

The bill also provides that upon the request of the person who is 
tested, the results of such test shall be made available to him; that 
when a blood test is administered, only a physician acting at the 
request of ‘a ‘police officer can withdraw blood for the purpose of 
determining the alcoholic content therein, and the person tested shall 
be permitted to have a physician of his own choosing to administer a 
chemical test in addition to the one administered at the direction of 
the police officer. 

The enactment of this legislation would be of considerable benefit 
to the government of the District of Columbia in connection with its 
prosecution of persons charged with operating a motor vehicle while 
under the influence of liquor, ‘since it would allow the District to 
dispense with the services of an expert witness to interpret the results 
of a chemical analysis of the blood or urine of persons charged with 
such an offense. At the present time, whenever the District of 
Columbia desires to present such evidence, it is necessary that the 
services of'a qualified expert witness be secured. There is, however 
only one such witness available to the District, and it frequentl 
occurs that he is not available at the time of trial, with the result 
either that the trial must be delayed, or that no use be made of such 
evidence. 5S. '969 would make it possible for the trials of persons 
charged with operating under the influence of intoxicating liquor to 
be conducted more efficiently, with less likelihood of delay, by substi- 
tuting certain statutory presumptions for the usual (and standardized) 
explanation that is presently given by the expert witness in each such 
case. The standards which would be applied by the bill are those 
recommended by the American Automobile Association, the National 
Safety Council, and the National Temperance League, Inc. 


i 
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There are now 25 States which have adopted chemical test laws, as 
follows: 


Arizona Minnesota South Dakota 
Arkansas Nebraska Tennessee 
Delaware New Hampshire Utah 

Georgia New Jersey Virginia 

Idaho New York Washington 
Indiana North Dakota West Virginia 
Kansas Oregon Wisconsin 
Kentucky South Carolina Wyoming 
Maine 


Enactment of this legislation will not result in any additional cost 
to the government of the District of Columbia. 


O 
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PROVIDING FULL AND FAIR DISCLOSURE OF THE CHARACTER OF 
CHARITABLE, BENEVOLENT, PATRIOTIC, OR OTHER SOLICITA- 
TIONS IN THE DISTRICT OF COLUMBIA 





JuNeE 17, 1957.—Ordered to be printed 





Mr. CrarK, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany H. R. 3400] 


The Committee on the District of Columbia; to whom was referred 
the bill (H. R. 3400) to provide full and fair disclosure of the character 
of charitable, benevolent, patriotic, or other solicitations in the Dis- 
trict of Columbia, and for other purposes, after full consideration 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 

The amendments are as follows: 

Page 4, line 1, after the word “‘the” insert the word ‘financial’. 

Page 4, strike all of lines 16 through 21, inclusive, and insert in 
lieu thereof the following: 


(7) To prescribe by regulation the form of and the infor- 
mation to be contained in the solicitor information cards 
required by this Act, and to prescribe the manner of repro- 
duction and authentication of such cards; and. 


Page 4, line 24, after the word “‘Act.” insert the following sentence: 
g = 


The Commissioners shall, in publishing the results of any 
such investigation, have power to publish information con- 
cerning the officers and members of the governing board of 
any organization coming within the purview of this Actt 
Provided, That such information shall not include membership 
and contribution lists of any such organization. 


Page 5, strike all of subsections (b) and (c) on line 16 through line 
5 on page 6, inclusive, and insert in lieu thereof the following: 


(b) The provisions of this Act shall not apply to any | 
person making solicitations, including solicitations for edu- 
cational purposes, solely for a church or a religious corpora- 
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tion or a corporation or an unincorporated association under 
the supervision and control of any such church or religious 
corporation: Provided, That such church, religious corpora- 
tion, corporation or unincorporated association is an organi- 
zation which has been granted exemption from taxation under 
the provisions of section 501 of the Internal Revenue Code 
of 1954: Provided further, 'That such exemption from the 
provisions of this Act shall be in effect only so long as such 
church, religious corporation, corporation or unincorporated 
association shall be exempt from taxation under the provi- 
sions of section 501 of the Internal Revenue Code of 1954. 
(c) The provisions of subsection (a) of this section and 
sections 5, 6, 7, and 9 shall not apply to any person making 
solicitations (1) solely for the American National Red Cross 
or (2) exclusively among the membership of the soliciting 
agency. 
Page 6, after line 5, insert a new subsection (d) as follows: 


(d) The Commissioners may by regulation prescribe the 
terms and conditions under which solicitations in addition to 
those enumerated in subsection (b) of this section may be 
exempted from the provisions of subsection (a) of this section 
and sections 6 and 7: Provided, That no exemption granted 
under authority of this subsection (d) shall exceed for any 
calendar year $1,500 in money or property. 


Page 6, line 12, strike the word “Commission”, and insert in li 
thereof ‘“Commissioners’’. 
Page 9, after line 12, insert a new section 12 as follows: 


Sec. 12. (a) No person who is required to obtain a certifi- 
cate of registration under this Act shall, for the purpose of 
soliciting contributions, use the name of any other person, 
except that of an officer, director, or trustee of the organiza- 
tion for which contributions are solicited, without the written 
consent of such other person. 

(b) A person shall be deemed to have used the name of 
another person for the purpose of soliciting contributions’ if 
such latter person’s name is listed on any stationery, adver- 
tisement, brochure, or correspondence in or by which & 
contribution is solicited by or on behalf of a charitable 
organization or his name is listed or referred to in connection 
with a request for a contribution as one who has contributed 
to, sponsored, or endorsed the charitable organization or ite 
activities. 

(c) Nothing contained in this section shall prevent the 
publication of names of contributors without their written 
consents, in an annual or other periodic report issued by a 
charitable organization for the purpose of reporting on its 
operations and affairs to its uaa or for the purpose of 
reporting contributions to contributors. 

Page 9, line 13, renumber “Sec. 12” as “Src. 13. (a)” and after line 
19, insert the following new subsections (b) and (c): 


_(b) Prosecutions for violations of this Act, or the regula- 
tions made pursuant theret», shall be conducted in the name 
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of the District of Columbia by the Corporation Counsel or 
any of his assistants. 

(c) The Corporation Counsel of the District of Columbia 
or any of his assistants is hereby empowered to maintain an 
action or actions in the United States District Court for the 
District of Columbia in the name of the District of Columbia 
to enjoin any person from soliciting in violation of this Act 
or in violation of any regulation made pursuant to this Act. 


Page 9, after line 19, insert a new section 14 as follows: 


Src. 14. Where any provision of this Act refers to an office 
or agency abolished by Reorganization Plan Number 5 of 
1952 (66 Stat. 824), such reference shall be deemed to be the 
office, agency, or officer now or hereafter exercising the func- 
tions of the office or agency so abolished. Nothing con- 
tained in this Act shall be construed as a limitation on the 
authority vested in the Commissioners by Reorganization 
Plan Number 5 of 1952. 


Pages 9 and 10, renumber sections 13, 14, and 15, as sections 15, 
16, and 17, respectively. 

Page 10, line 3, strike the number “14” and insert in lieu thereof 
81 6’’, 

The purpose of this bill is to provide for a system of registration in 
the District of Columbia of persons and organizations engaging in 
solicitations of contributions for charitable purposes, This, therefore, 
is disclosure type legislation, as distinguished from control type. 

The need for this legislation stems from the fact that in the District, 
as in most large cities, numerous persons and organizations make 
solicitations, some of which are by unscrupulous persons more inter- 
ested in enriching themselves than in providing charitable aid. In 
many cases the persons solicited have no way of obtaining, or find 
it difficult to obtain, accurate information as to the purposes of the 
solicitation, amounts to be raised, or expenses of raising funds. 

The bill approaches the problem on the theory that any organiza- 
tion which desires to solicit for a charitable purpose should be 
mitted to do so if it makes available all pertinent information to the 
public. This would be done by requiring registration with the Com- 
missioners of the District of Columbia of all soliciting organizations 
and the furnishing of all necessary information. 

The bill requires that any organization desiring to solicit contri- 
butions for charitable purposes shall apply to the Commissioners for 
a certificate of registration. The application must contain such infor- 
mation as the Commissioners shall by regulation require. The bill 
defines ‘‘charitable” as “philanthropic, social service, patriotic, welfare 
benevolent, or educational (except religious education), either actual 
or purported.” However, the committee intends that the word 
“charitable,” as defined in section 2 (d) of the bill, shall not be con- 
strued to include political or labor union purposes. 

Any organization which furnishes all required information and 
pays the required fee would be entitled to a certificate of registration. 
Such certificate would authorize the organization to solicit for the 
period of time set forth in the certificate. 

Any individual soliciting on behalf of a registered organization would 
be required to obtain a solicitor’s information card. Such a card 
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would contain such information and be produced and authenticated 
in such manner as might be prescribed by regulation. 

Individuals soliciting by printed matter or publication of any kind 
or by means of radio, television, telephone, or telegraph, would be 
required to include in such publicity the data and information which 
is required to be set forth on the solicitor’s information card. 

No individual could solicit any contribution unless he exhibits his 
solicitor’s information card and reads. it to the person solicited or 
presents it to him for his perusal and allows sufficient opportunity 
for reading it, before accepting any contribution. 

Any person soliciting by telephone would be required, before 
accepting any contribution from any person, to present to such person 
his solicitor’s information card or a true copy thereof. 

The bill prohibits any person from conducting, for pecuniary com- 
pensation, any solicitation by telephone for or on behalf of any actual 
or purported charitable purpose or institution. 

Each organization and other entity holding a certificate of registra- 
tion would be required, within 30 days after its solicitation period 
has ended, or within 30 days after demand made by the Commissioners, 
to file a report with the Commissioners stating what contributions 
have been secured and what expenses have been incurred in con- 
nection with the solicitation and what disposition has been or will be 
made of the contributions. 

The bill authorizes the Commissioners to fix and collect fees for 
certificates of registration and other services rendered pursuant to the 
act. Such fees would be fixed in such amounts as, in the judgment of 
the Commissioners, approximate the cost to the District of Columbia 
of administering the act, but no fees would be fixed until after public 
hearing. 

No regulations could be promulgated under the act until after a 
public hearing. 

Section 13 prescribes a fine not exceeding $500, or imprisonment of 
not more than 60 days, or both, for violations of the act. or regulations 
made thereunder, or for filing or causing to be filed any application 
or report containing a false or fraudulent statement. 


COMMITTEE AMENDMENTS 


Section 3 (a), paragraph 8, authorizes the Commissioners to publish 
the results of any investigation authorized by the act. The com- 
mittee amendment would authorize the Commissioners to publish 
information concerning the officers and members of the governing 
board of any organization coming within the purview of the act, 
providing that such information does not include membership and 
contribution lists of any such organization. 

Section 4 (b), as amended by the committee, would exempt from 
the provisions of the act any person soliciting solely for a church or 
any religious organization which has been granted exemption from 
taxation under the Internal Revenue Code of 1954, and so long as 
such exemption from taxation is effective. 

Section 4 (c), as amended by the committee, would exempt any 
person making solicitations (1) solely for the American National Red 
Cross or (2) exclusively among the membership of the soliciting 
agency, from requirements of the act relating to certificates of regis- 
tration, solicitor’s information cards, and reports to the Commissioners 
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of the results of solicitations. Such persons would also be exempted 
from the prohibition of soliciting by telephone when the person is 
paid com ensation, Since, pursuant to Federal legislation of nation- 
wide application, the American National Red Cross already operates 
under Government supervision, the Red Cross is exempted from the 
registration and reporting requirements of the bill. Congress has 
made provision for the official scrutiny of all Red Cross financial 
transactions by requiring the annual audit by the Department of 
Defense of all Red Cross pave and expenditures wherever received 
or expended. Detailed annual reports of all Red Cross activities are 
required to be submitted to the Congress, and penal statutes of 
nationwide application prohibit false or fraudulent representations 
by persons pretending to act as agents for the Red Cross in soliciting, 
collecting, or receiving funds or material. 

Section 4 (d), as amended by the committee, authorizes the Com- 
missioners to grant exemptions to other persons making solicitations 
from the provisions of the act relating to certificates of registration, 
solicitor information cards, and reports of results of solicitations,but 
no such exemption shall exceed $1,500 in any calendar year. The 
purpose of this additional exempting authority is to allow the Com- 
missioners to exempt persons and organizations soliciting in connection 
with situations which may be described as hardship cases. For 
example, a number of persons in a community may desire to solicit 
funds in order to raise money to pay the burial expenses of one of the 
members of such community. 

The committee has inserted a new section 12 which would prohibit 
the use of names of persons in connection with the solicitation of 
contributions without the written consent of such persons. This 
section follows similar provisions in the New York statute. 

Section 13, as amended by the committee, contains a provision 
authorizing the Corporation Counsel to apply to the United States 
District Court for the District of Columbia for an injunction to prevent 
persons from soliciting contributions in violation of the act. 

The remaining committee amendments were made for the purpose 
of clarification. 

The Judiciary Subcommittee held hearings on H. R. 3400 on 
May 15, 1957, and the bill was given strong support by the Board of 
Commissioners of the District of Columbia. Also representatives of 
the following organizations appeared and testified in favor of this 
legislation : 


Metropolitan Police Department 
Citizens Committee for Regulating Charitable Solicitations 
Metropolitan Area Council of Veterans 
Department of the District of Columbia, The American Legion 
Better Business Bureau 
Federation of Businessmen’s Associations 
Gold Star Daughters of the United States 
Federation of Citizens Associations 
Washington Board of Trade 
The fees which the Commissioners are authorized to fix under 


section 3 of the bill will cover the cost to the District of Columbia of 
administering the act. 
O 
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IMPROVING AND EXTENDING, THROUGH: RECIPROCAL 
LEGISLATION, THE ENFORCEMENT OF DUTIES OF 
SUPPORT IN THE DISTRICT OF COLUMBIA 


June 17, 1957.—Ordered to be printed 


Mr. Criark, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany S. 2032] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2032) to improve and extend, through reciprocal legislation, 
the enforcement of duties of support in the District of Columbia, 
having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

The purpose of this bill is to enact for the District of Columbia the 
Uniform Reciprocal Enforcement of Support Act, substantially 
similar versions of which are in effect in each of the States and in 
Alaska, Guam, Hawaii, and Puerto Rico. 

S. 2032 represents a revision of other bills introduced in the Senate 
on the same subject; namely, S. 1564 and S. 1569. 

At a hearing held by the Judiciary Subcommittee of this committee 
on May 22, witnesses representing the judges of the municipal court, 
the Corporation Counsel, the United States attorney for the District 
of Columbia, the Bar Association of the District of Columbia, and the 
Senate Subcommittee To Investigate Juvenile Delinquency in the 
United States testified in favor of S. 2032. Subsequent to the hearing, 
the Commissioners of the District of Columbia supplied a statement 
for the use of the committee whereby they endorsed S. 2032 in its 
entirety. 

The bill creates a new civil remedy in the District of Columbia 
whereby a person entitled to be supported who is not in the District 
may bring an action in the place where he or she is, and have the 
claim litigated in the District of Columbia if the person owing the 
duty of support is to be found in the District of Columbia; and, 
likewise, a person in the District of Columbia claiming support from 
a person outside the District would be able to bring the action in the 
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District, and have the claim litigated in the place where the person 
owing the duty may be found. The bill is not intended to be a sub- 
stitute for any other remedy a person may have to enforce duties of 
support, such as a criminal nonsupport action. 

he plaintiff in any such action may be represented by counsel of 
his or her own choosing or by counsel appointed by the court or by 
the Corporation Counsel if the latter is satisfied that a public-suppert 
burden has been incurred or is threatened. 

The court in a responding State, i. e., a State where the defendant 
is found, after obtaining jurisdiction of the defendant and giving him 
a hearing, determines his ability to pay, orders payments made to the 
court and transmits these payments to the court in the initiating State 
which disburses the money to the persons entitled to support. The 
domestic relations branch of the municipal court is designated as the 
court to adjudicate cases arising in other jurisdictions when the 
District of Columbia is the responding State as well as cases arising 
in the District where the District is the initiating State. 

In addition to providing for the enforcement of duties of support as 
between individuals, the bill includes the duty to reimburse a State 
or a political subdivision or an agency of a State for support, including 
institutional care. 

The bill also establishes a statutory duty for the natural father of an 
illegitimate child to support such child until the age of 16 years when 
paternity has been established by judicial process or through acknowl- 
edgment by the father under oath. This statutory duty is not in 
substitution for the remedies now provided in the act entitled “An 
act relating to children born out of wedlock,” approved January 11, 
1951, the provisions of which are enforcible in the juvenile court. 

The bill authorizes appropriations to be made for carrying out the 
purposes of the act, including additional personal services for the 
domestic relations branch of the municipal court and for the Office 
of the Corporation Counsel. Since the District is the only jurisdiction 
in the United States in which the act is not in force, it has been charged 
that the District is a “haven for runaway fathers.” For that reason 
it is believed the number of cases referred to the District as a respond- 
ing State will greatly exceed the number of cases originating in the 
District. 

The bill is very similar to the Uniform Reciprocal Enforcement of 
Support Act, approved by the National Conference of Commissioners 
on Uniform State Laws in 1950. In order to facilitate the administra- 
tion of this type of statute within the District of Columbia, certain 
variations have been made, the principal ones of which are set forth 
as follows: 

Section 2 of the Uniform Reciprocal Enforcement of Support Act 
defines “duty of support” as including “any duty of support imposed 
or imposable by law, or by any court order, decree, or judgment, 
whether interlocutory or final, whether incidental to a proceeding for 
divorce, judicial (legal) separation, separate maintenance, or other- 
wise.” 

S. 2032 defines ‘“‘duty of support’ in the same manner as the 
Uniform Reciprocal Enforcement of Support Act, but adds thereto 
“any duty of reimbursement imposed by law for moneys expended by 
a State or a political subdivision or any agency thereof for support, 
including institutional care.” This addition makes it clear that gov- 
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ernmental agencies providing support are eligible to bring actions 
under the act for reimbursement. 

S. 2032 also adds to the definition of “duty of support” the duty 
imposed by section 20 of the bill, which is hereinafter discussed. 

Section 2 of the Uniform Reciprocal Enforcement of Support. Act 
defines the terms “obligor” and “obligee.” Such terms are used 
throughout the Uniform Reciprocal Enforcement of Support Act. 
The Uniform Reciprocal Enforcement of Support Act defines “obligor” 
as any person owing a duty of support, and “‘obligee’”’ as any person 
to whom a duty of support is owed. 

S. 2032 uses in lieu thereof the terms “defendant” as “any person 
owing a duty of support, against whom a proceeding is commenced 
pursuant to this or a similar reciprocal act’’; “plaintiff” is defined as 
“any person or any State or political subdivision or agency thereof, 
commencing a proceeding pursuant to this or a similar reciprocal law, 
whether on his or its own behalf, or on behalf of a dependent as herein 
defined”; and “‘dependent”’ as ‘any person who is in need of and en- 
titled to support from a person legally liable for such support.” 

The sponsors of S. 2032 felt that the terminology used therein to 
refer to persons owing a duty of support and persons to whom such a 
duty is owed is more clearly stated. The laws in a number of the 
States also have varied the terminology used in the Uniform Reciprocal 
Enforcement of Support Act. 

Section 5 of the Uniform Reciprocal Enforcement of Support Act 
dealing with ‘interstate rendition’’ is not included in S. 2032. S. 2032 
is designed to provide a new civil remedy, and is not Intended to affect 
in any way present procedures and remedies in criminal prosecutions. 

It would not be practicable to enact for the District of Columbia 
provisions such as those in section 5 of the Uniform Reciprocal 
Enforcement of Support Act for the reason that the District is a 
Federal jurisdiction where the Federal removal procedure is used 
whenever it is necessary to return to the District a person charged with 
crime. In any event, it is felt that the new civil remedy provided 
in S. 2032 will to a very large extent eliminate the necessity for resort 
to criminal proceedings in cases involving failure to support, where the 
person owing the duty is out of the District. 

Section 11 of the Uniform Reciprocal Enforcement of Support Act 
authorizes “the district attorney” or some other prosecuting official, 
when requested by the court or other agency of the State, to represent 
the plaintiff in proceedings under the act. 

Section 8 of 5. 2032 provides that the Corporation Counsel of the 
District of Columbia shall have the duty to represent the plaintiff in 
any proceeding under the act or under a similar reciprocal act when- 
ever he is satisfied that a public-support burden has been incurred or 
is threatened. This section also provides that the court may, in its 
discretion, appoint private counsel to represent plaintiff, and, also, 
that in any case plaintiff may be represented by private counsel of 
his own choice at his own expense. 

Section 20 of S. 2032 spells out a positive duty for the natural 
father of an illegitimate child to support the child until the age of 
16 years when paternity has been established by judicial process or 
when paternity has been directly acknowledged by the putative father 
under oath. This duty is included within the definition of “duty of 
support” in section 2. Section 20 is not intended to be a substitute 
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for any provision in the act entitled “An act relating to children born 
out of wedlock,” approved January 11, 1951 (D. C. Code, 1951 edition, 
Supp. V, secs. 11-951 to 11-967, inclusive), governing proceedings 
to establish paternity which are carried out in the juvenile court of 
the District of Columbia and are “quasi-criminal.” This provision 
is not included in the Uniform Reciprocal Enforcement of Support 
Act. The provision conforms to present law within the District of 
Columbia. 

The additional cost to the District of Columbia for administering 
this act is estimated at $98,000 a year. 


SECTIONAL ANALYSIS OF THE BILL 


Section 1 contains a general statement as to the purpose. 

Section 2 contains definitions. 

Section 3 provides that remedies provided are in addition to and 
not in substitution for other remedies. 

Section 4 provides that duties of support enforcible under the act 
are those imposed under the laws of any State where the defendant 
was present during the period for which support is sought or in which 
the dependent was present when the failure to support commenced 
or where the dependent is when such failure continues. ‘The defendant 
is presumed to have been in the responding State during the period for 
which support is sought until otherwise shown. 

Section 5 authorizes a State or an agency thereof to have the same 
rights under the act as individuals in obtaining reimbursement for 
support or institutional care furnished by a State or its agency and to 
require continuing support by a person under a duty to provide 
support. 

Section 6 gives to the domestic relations branch of the municipal 
court the same authority and power in carrying out the act as it has 
under the act of April 11, 1956, creating the branch. 

Section 7 specifies matters which may be included in a complaint. 

Section 8 provides for representation of the plaintiff by the Corpora- 
tion Counsél when he is satisfied that a public-support burden has 
been incurred or is threatened and in other cases by private counsel. 

Section 9 authorizes a complaint on behalf of a minor without requir- 
ing the plaintiff to be appointed guardian. 

Section 10 specifies the steps to be taken by the court when the 
complaint is initiated in the District of Columbia. 

Section 11 authorizes the court, in its discretion, to waive payment 
of fees and costs incurred in the District upon the filing of an affidavit 
representing that plaintiff is unable to pay such fees and costs. The 
court is also authorized to waive fees and costs in certain other in- 
stances. 

Section 12 authorizes the court, when it has reason to believe that 
the defendant may flee the jurisdiction, to obtain the body of the 
defendant by appropriate process. 

Section 13 designates the Corporation Counsel as the “reciprocal 
information agent” with the duty to transmit copy of the act and 
amendments to similar agents in every other jurisdiction which has a 
similar act and to maintain a registry of the names and addresses of 
the courts having jurisdiction of such proceedings in other States. 
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Section 14 provides for the procedure to be taken by the court when 
it receives proceedings instituted in other jurisdictions. 

Section 15 provides that the court may order the defendant to make 
payments of support and to require him to post bond and to punish 
any defendant who violates any order of the court for contempt. 

Section 16 directs the court in the District to transmit to the court 
in the initiating State a copy of all orders for support or for reimburse- 
ment. 

Section 17 deals with the duty of the court to receive and disburse 
payments in accordance with orders of the court. 

Section 18 states that husband and wife shall be competent and 
compellable witnesses in proceedings under the act. 

Section 19 provides that orders of support entered in any proceedin 
under the act shall not supersede any previous order of support sanenel 
in a divorce or maintenance action or other proceeding. But the 
amounts for a particular period paid pursuant to either order shall be 
credited against amounts accruing or accrued for the same period under 
both orders. 

Section 20 establishes a duty for the father of an illegitimate child 
to support such child until the age of 16 years when paternity has 
been established by judicial process or has been directly acknowledged 
by the father under oath. 

Section 21 provides that participation in proceedings under the act 
shall not confer upon any court jurisdiction of any parties thereto in 
any other proceeding. 

Section 22 provides for appeals to the municipal court of appeals. 

Section 23 is a severability provision. 

Section 24 authorizes appropriations. 

Section 25 is a customary provision concerning the effect of the act 
on Reorganization Plan No. 5 of 1952. 

Section 26 provides that the act shall take effect 60 days after 
appropriations become available. 
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June 18, 1957.—Ordered to be printed 


Mr. East.anp, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


{To accompany H. J. Res. 172] 


The Committee on Agriculture and Forestry, to whom was referred 
the joint resolution (H. J. Res. 172) relating to the stockpile of extra 
long staple cotton under the Strategic and Critical Materials Stock- 
piling Act, having considered the same, report thereon with a recom- 
mendation that it do pass without amendment. 

The joint resolution provides for the transfer to, and sale by, Com- 
modity Credit Corporation of 50,000 bales of extra long staple cotton 
now in the stockpile established pursuant to the Strategic and Critical 
Materials Stock Piling Act. The Office of Defense Mobilization 
recently concluded that present inventories of long staple cotton 
should be sold; but the Stock Piling Act requires 6 months’ notice 
prior to sale. The effect of the joint resolution will therefore be to 
waive the 6-month delay with regard to 50,000 bales. 

Section 3 (e) of the Stock Piling Act, which provides for the 6-month 
notice, provides further that the date of disposition shall be fixed with 
due regard to the protection of the United States against avoidable 
loss on the sale and with due regard to the protection of producers 
processors, and consumers against avoidable disruption of their usual 
markets. Due at least in part to Egypt’s decision to sell a substantial 
portion of its crop to Russia, a shortage of long staple cotton has 
developed. The new crop will not be available until October and there 
is some danger that consumers may be forced to switch to other fibers 
or other markets before the new crop becomes available. If producers, 
processors, and consumers are to be protected, and if the United States 
loss is to be kept to the minimum, the cotton should be made available 
now, while the shortage exists rather than after the new crop becomes 
available. The Department of State and the Office of Defense Mobili- 
zation have suggested that Egypt and other long staple producing 
countries should be able to rely on the 6-month notice provision, but 
your committee believes that foreign as well as domestic producers 
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would be best protected by sale of this cotton during the current 
shortage before consumers are forced to turn to other sources of fiber, 

cecan 301 (d) of the Agricultural Adjustment Act of 1938 provides 
as follows: 


(d) In making any determination under this Act or under 
the Agricultural Act of 1949 with respect to the carryover of 
any agricultural commodity, the Secretary shall exclude from 
such determination the stocks of any commodity acquired 
pursuant to, or under the authority of, the Strategic and 
Critical Materials Stock Piling Act (60 Stat. 596; 7 U.S. C. 
1301 (d)). 


So long as this eotton remains in the stockpile it is clear that it 
would not be counted as part of the carryover, even though it were 
available for sale under section 3 of the Stock Piling Act. However, 
some question has arisen as to whether the provision of the joint 
resolution that. the cotton be “withdrawn and transferred to the 
Commodity Credit Corporation” would remove this cotton from the 
provision of section 301 (d). There is no such intention. The cotton 
would remain subject to section 301 (d) whether held by one agency 
of the Government or another and will not be counted as part of the 
carryover so long as it is held by the Commodity Credit Corporation, 

The Department of Agriculture advised on April 9 that the cotton 
in the stockpile was acquired at prices averaging about $1.05 a pound, 
and could then be sold at about 63 cents a pound for a loss of about 
$10,500,000. Since then the price has weakened somewhat, so that 
prompt passage of the bill is needed to avert further loss. Passage 
of the joint resolution will therefore result in no increase in expendi- 
tures, but will reduce expenditures for storage charges and avert 
further loss. 

The report of the House Committee on Agriculture on this joint 
resolution and reports from the Department of State and the Office of 
Defense Mobilization on Senate Joint Resolution 63, an identical 
measure, are attached. 


{H. Rept. No. 340, 85th Cong., Ist sess.] 


The Committee on Agriculture, to whom was referred the joint 
resolution (H. J. Res. 172) relating to the stockpile of extra long staple 
cotton under the Strategic and Critical Materials Stockpiling Act, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the joint resolution do pass. 


PURPOSE OF BILL 


The purpose of this bill is to require the release from the strategic 
and critical materials stockpile of 50,000 bales of domestic extra lo 
staple cotton and the sale of such cotton into regular commerci 
channels by the Commodity Credit Corporation. Under the pro- 
visions of the Agricultural Act of 1949 referred to in the resolution, 
the minimum price at which CCC could sell this cotton would be 
105 percent of the current support price plus carrying charges. 
Actually, the cotton would probably sell somewhat above this price. 
Extra long staple cotton is a relatively new crop in the United 
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States and although production has increased. substantially in the 
past few years, domestic production still falls short of domestic con- 
sumption. The growers of this type of cotton have staged an aggres- 
sive merchandising campaign and have developed a substantial 
market for their commodity in this country. As part of this mer- 
chandising campaign, they have sought to keep the price of extra long 
staple cotton at levels low enough to compete successfully with 
foreign-produced extra long staple cotton and with other fibers. In 
this connection, the committee has recently reported a bill.(H. R. 
3654) which will prevent the support. level on extra Jong staple cotton 
from. going up, as it very likely would. otherwise do, under the flexible 
pricing provisions of the Agricultural Act of 1949, 

Substantial quantities of this cotton have been placed in the.critical 
materials stockpile. It has been known for some time that the 
quantity in the stockpile exceeded the stockpile goal and only recently 
the Office of Defense Mobilization has made a determination. that 
this type of cotton is no longer a critical material. At the same time 
supplies of this cotton in the United States have become quite short 
and the producers are fearful that the tight supply situation, com- 
bined with price increases which inevitably occur under such supply 
situations, will cause some of those now using this cotton to turn to 
other fibers and deprive the long staple cotton producers of part of 
the market they have succeeded in building up, 

For this reason, the producers consider it urgent that the amount 
of cotton covered by this resolution be released from the stockpile 
immediately so that it can be made available to the trade in the period 
between now and the harvest next fall of this year’s cotton crop. 
Particularly in view of the recent action of ODM, there appears. to 
the committee to be no reason why this should not be done. 


DEPARTMENTAL VIEWS 


The following letter from the Department of Agriculture sets out 
in more detail reasons for enactment of this legislation at this time. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 9, 1967. 
Hon. Harotp D. Coouey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConeressMan Coo.ery: This is in reply to your request of 
March 13, 1957, for a report on House Joint Resolution 172, a joint 
resolution relating to the stockpile of extra long staple cotton under 
the Strategic and Critical Materials Stockpiling Act. 

From the standpoint of the responsibilities of this Department, 
enactment of the proposed legislation would be beneficial. Mowers 
we are not in a position to comment on the foreign policy implications 
of the proposal. 

This joint resolution provides that notwithstanding any provision 
of law, 50,000 bales of domestically grown extra long staple cotton 
in the stockpile (including any cotton which does not meet current 
stockpile specifications, established pursuant to the Strategic and 
Critical Materials Stockpiling Act, as amended) shall be withdrawn 
and transferred to the Commodity Credit Corporation for sale at 
not less than the prices at which the Commodity Credit Corporation 
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may sell its stocks under the minimum pricing provision of section 
407 of the Agricultural Act of 1949, as amended. 

Proceeds from such sale, less costs incurred by CCC, including 
administrative expense, as determined by the Secretary of Agriculture, 
shall be covered into the Treasury of the United States as miscella- 
neous receipts. 

It is generally agreed by those familiar with the stockpile operations 
that the current inventory of extra long staple cotton in the stockpile 
is somewhat larger than is considered necessary to meet the needs for 
which it was obtained. On this basis, it is our position that at least 
50,000 bales can be released from the stockpile, as proposed in the bill, 
without adversely affecting our supply situation. Since the quantity 
of extra long staple cotton in the stockpile is classified information, 
representatives of this Department will be available to meet with the 
Committee on Agriculture for any further discussion of the matter 
which may be considered necessary. 

The cotton in the stockpile was acquired at prices averaging about 
$1.05 a pound. The price at which this cotton could now be sold 
under the provisions of the bill is approximately 63 cents a pound, 

The loss to the Government on 50,000 bales, if it were now with- 
drawn and sold, would ‘be about $10,500,000. Storage on such cotton 
is costly to the Government, however, and if the quantity specified 
is not presently needed, it would be better to dispose of it and take the 
loss in order to avoid further storage expense. 

Your attention is invited to the fact that on March. 13, 1957, 
Mr. Arthur S. Flemming, Director, Office of Defense Mobilization, 
notified Mr. Franklin G. Floete, Administrator, General Services 
Administration, that his Office had determined, pursuant to section 
2 (a) of the Strategic and Critical Materials Stockpiling Act, that 
(1) extra long staple cotton should be removed from the current list 
of strategic and critical materials for stockpiling and (2) the stockpile 
inventory of extra long staple cotton should be sold in accordance 
with section 3 (e) of the act. We do not believe this action should 
interfere with enactment by the Congress of House Joint Resolution 
172. The stockpile of extra long staple cotton contains substan- 
tially more than 50,000 bales; however, even if the executive and 
legislative branches have no differences of opinion on the plans for- 
mulated for selling the entire stockpile of cotton and they can be 
developed without delay, it will be near the end of the year before 
any of the cotton could be made available for sale because section 
3 (e) of the act requires the disposal plan to be published in the Federal 
Register and filed with the Congress for 6 months prior to the begin- 
ning of execution of the plan. The 50,000 bales covered by the bill 
are needed to meet demand that exists now and most likely will con- 
tinue until the new domestic crop is harvested beginning in October. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Marvin L. McLarn, 
Assistant Secretary. 
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DeEPARTMENT OF STATE, 
Washington, April 30, 1957. 

Dear SENATOR ELtenvDER: The Department believes that the Com- 
mittee on Agriculture should know the Department’s position on 
Senate Joint Resolution 63, and therefore transmits herewith its 
comments on the proposed legislation. 

This bill would transfer 50,000 bales of domestically grown extra 
long staple cotton from the national stockpile to the Commodity 
Credit Corporation for sale. This Department believes that the 
legislation in question is not only unnecessary but, if enacted, could be 
harmful to the national interest of the United States. 

The General Services Administration announced ’on March 18, 1957, 
that it had been authorized by the Office of Defense Mobilization to 
draw. up a plan for the disposal of the long staple cotton now bein 
held'in the national stockpile. Such a plan, according to the GS 
announcement, will be submitted to Congress for approval in accord- 
ance with the provisions of section 3 (e) of the Strategic and Critical 
Materials Stock Piling Act of 1946. The GSA has already begun its 
work on a disposal plan with the intention of submitting it to Congress 
before the close of the present session. 

The Strategic and Critical Materials Stock Piling Act of 1946 con- 
tains certain safeguards with regard to disposal which are not to be 
found in Senate Joint Resolution 63. Section 3 (e) of the 1946 act 
requires that there be 6 months’ notice between the time a plan for 
disposal has been drawn up, published in the Federal Register, and 
transmitted to Congress, and the actual commencement of disposal 
sales. The same section of the act also states that “the plan and 
date of disposition shall be fixed with due regard to the protection 
of the United States against avoidable loss on the sale or transfer of 
the material to be released and the protection of producers, processors, 
and consumers against avoidable disruption of thelr usual markets.” 

The reaction to the GSA announcement of March 18 by govern- 
ments of countries which grow extra long staple cotton has already 
been adverse. Egypt and particularly Peru have expressed serious 
concern lest the disposal of the stockpile of extra long staple cotton 
affect their economies by competing with their current and future 
eeocuon. This Department has assured these countries, on the 

asis of the language of the Strategic and Critical Materials Stock 
Piling Act, that there will be 6 months’ notice before disposal and 
that any disposal will be conducted in an orderly way and over an 
extended period of time so as to avoid disruption of their markets. 

The enactment of Senate Joint Resolution 63, however, without 
such safeguards could well mean disruption of the: markets of Egypt, 
Peru, and the Sudan. Fifty thousand bales of extra long staple 
cotton is equivalent to 45 percent of United States consumption of 
110,000 bales of this type of cotton during the present cotton marketing 
year as estimated by the Department of Agriculture. It is equivalent 
to 53 percent of the import quota of 95,000 bales of extra long staple 
cotton which has been in effect since 1939 and which became even 
more restrictive as a result of the enactment of section 202 (a) of the 
Agricultural Act of 1956. 

he disruption of the markets of Egypt, Peru, and the Sudan 
resulting from the enactment of Senate Joint Resolution 63 could 
have unfortunate effects on the relations of the United States with 
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these’countries. It would represent a serious impediment to a solution 
of the Middle East problem at this time. It would further alienate 
these three countries which have been constantly critical of the United 
States for its cotton policies in recent years. 

Furthermore, the enactment of Senate Joint Resolution 63 might 
adversely affect the stockpiling activities of the United States in other 
fields. ‘There are a number of commodities that the United States ig 
actively buying for the stockpile, the procurement of which is de- 
pendent upon the good will and cooperation of other countries. To 
these countries the 6-month notice provision of the Strategic and 
Critical Materials Stock Piling Act is an important safeguard in case 
of future disposal by the United States. The enactment of Senate 
Joint Resolution 63, however, would indicate to them that the United 
States is willing to depart from this important safeguard whenever 
domestic pressures build up. They would consider that the stockpile 
is not to be used only for national defense purposes as provided in the 
1946 act but instead also for market stability as envisaged by the 
supporters of Senate Joint, Resolution 63. The willingness of these 
countries to make critical materials available to the United States 
under such circumstances may be open to question. 

For the foregoing reasons, therefore, the Department of State 
strongly recommends against enactment of Senate Joint Resolution 
63. Itis hoped that the Congress would permit the disposal planning 
now underway by GSA to operate instead. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Rosert C. Hin, 
Assistant Secretary. 


Executive OFrFIce OF THE PRESIDENT, 
Orrics oF Drerense MOBILIZATION, 
Washington, D. C., April 23, 1957. 
Hon. Auten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 

Dear Senator Extenpser: This has further reference to your 
request for our comments on Senate Joint Resolution 63, a joint 
resolution relating to the stockpile of extra long staple cotton under 
the Strategic and Critical Materials Stockpiling Act. 

The Office of Defense Mobilization, in carrying out its responsi- 
bilities for the administration of the national stockpile recently con- 
luded that long staple cotton should be removed from the strategic 
and critical materials list for stockpiling and that present inventories 
of long staple cotton should be sold. 

Section 3 (e) of the Strategic and Critical Materials Stock Piling 
Act stipulates that no disposition shall be made until 6 months after 
publication of notice in the Federal Register and that in these cir- 
cumstances the plan of disposition must be approved by Congress. 
Congressional approval could be indicated by a concurrent resolution. 

The apparent purpose of Senate Joint Resolution 63 is to waive the 
6-month waiting period with regard to the sale of 50,000 bales of the 
stockpile inventory of extra-long-staple cotton. 
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Extra-long-staple cotton first became a substantial domestic crop 
as a result of Government-financial incentives which were provided 
to encourage the development of domestic production to meet the 
heavy demands for this material during the Korean period. As a 
result of this program, cotton growers have gradually increased the 
size of their crops during the past several years to such an extent as to 
eliminate our reliance on foreign sources of supply during times of 
national emergency. This factor was the basis of the Office of De- 
fense Mobilization’s determination that extra-long-staple cotton should 
be removed from the list of materials for socked 

We have been advised that the proposed legislation is sponsored by 
the growers of extra-long-staple cotton for several reasons, among 
which are: 

Egypt’s decision to sell a substantial portion of its crop to Com- 
munist Russia has resulted in a shortage of this material for domestic 

urposes. Since the current domestic crop will not be available before 
October of this year, it is feared that current consumers of this type of 
cotton will switch to synthetics if there is any substantial rise in price 
or if the current shortage continues. In order to preclude this possi- 
bility, it is urged that current needs of domestic consumers should be 
satisfied by the immediate sale of 50,000 bales from stockpile inven- 
tory without regard to the statutory formalities. Proponents of the 
measure point out further that such action would help to stabilize this 
important segment of our mobilization base. 

On the other hand, the legislative and administrative history of the 
Stockpile Act clearly indicates that the time limitation on disposition 
was placed in the Strategic and Critical Materials Stock Piling Act in 
order to assure friendly foreign countries that the United States had 
no intention of using stockpile inventories to influence world market 
conditions. We have been informed that any modification or excep- 
tion to this rule would establish a bad precedent and compromise the 
integrity of the stockpile concept. 

It is our opinion that the financial and security advantages which 
could accrue to the United States from the sale of 50,000 bales of extra 
long staple cotton in the manner proposed by Senate Joint Resolution 
63 are outweighed by the long-range advantage of maintaining free 
world confidence in the stockpile operation. 

Accordingly, we do not recommend enactment of Senate Joint Re- 
solution 63 in its present form. 

The Bureau of the Budget advises that it has no objection to the 
submission of this report. 

Sincerely yours, 
Gorpon Gray, Director. 
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June 18, 1957.—Ordered to be printed 


Mr. SPpARKMAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. R. 4602] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 4602) to encourage new residential construction for 
veterans’ housing in rural areas and small cities and towns by raising 
the maximum amount in which direct loans may be made from 
$10,000 to $13,500, to authorize advance financing commitments, to 
extend the direct loan program for veterans, and for other purposes, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 


INTRODUCTION 


The Housing Subcommittee of the Committee on Banking and 
Currency held hearings from March 18 through April 3, 1957, on bills 
pending before it at that time. These bills included S. 726 and H. R. 
4602. At subsequent executive sessions a decision was made to delete 
from the omnibus housing bill, H. R. 6659, the Housing Act of 1957, 
all references to veterans housing legislation and to consider such 
legislation separately and at a later date. Consequently, on June 14, 
1957, the committee met in executive session and heard further testi- 
mony presented by representatives of the Veterans’ Administration 
on S. 726 and H. R. 4602. Following this presentation by the Vet- 
erans’ Administration, the committee considered S. 726, H. R. 4602, 
and other suggestions received by the committee from various sources, 
H. R. 4602 was amended and is reported for the consideration of the 
Senate. Inasmuch as the proposals contained in S. 726. were con- 
sidered by the committee and, with one exception, were rejected, 
formal action was taken to table S. 726. 
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VA Direct Loan Procram 


LEGISLATIVE HISTORY 


Initial legislation providing loan guaranty benefits to veterans (title 
III of the Servicemen’s Readjustment Act of 1944) depended upon 
private sources for mortgage money. During the period from 1945 to 
1950 the experience of the GI loan program disclosed that the primary 
beneiiciaries of the program were veterans residing in metropolitan 
areas. Although some loans were made in rural areas and small cities, 
it was apparent that the needs of veterans in those areas for mortgage 
money were not being met in the same proportion as were similar needs 
of veterans in metropolitan areas. As the program increased its mo- 
mentum, this disproportion became more and more marked. With 
this development came a demand that funds be provided to serve the 
needs of the veterans desiring homes in rural areas and small cities and 
towns. Congress created the direct loan program to meet that de- 
mand and, in the Housing Act of 1950, gave the Administrator of 
Veterans’ Affairs the authority to make direct loans in an amount not 
to exceed $10,000 for the purchase or construction of homes or the 
construction or improvement of farmhouses by eligible veterans in 
areas where GI loans at 4 percent (the then established rate of inter- 
est) were not available from private lending sources. The initial 
authorization was operative from July 19, 1950, to June 30, 1951, and 
empowered the Administrator to make such loans in a total amount 
not to exceed $150 million. 

After expiring at the end of June 30, 1951, the authority was re- 
newed on September 1, 1951, by Public Law 139, 82d Congress, on a 
revolving-fund basis, limited to $150 million outstanding as of any one 
time and extended to June 30, 1953. The revolving fund included 
the unreserved portion of the original $150 million fund allocation 
plus the increment from loan repayments and the proceeds of sales 
of direct loans to private investors. On April 18, 1952, Public Law 
325, 82d Congress, was enacted. This act augmented the revolving 
fund by an additional allocation of up to $125 million, to be made 
available by the Secretary of the Treasury in quarterly installments 
of $25 million, less the proceeds of the direct-loan sales in the preced- 
ing quarter. Under the provisions of Public Law 101, 83d Congress, 
approved July 1, 1953, the program was continued for 1 year to June 
30, 1954, with up to $100 million added to the revolving fund, to be 
made available in quarterly installments. At that time the maximum 
interest rate for direct loans was raised to 4% percent per annum to 
conform to the rate on GI loans made by private lenders. Joint reso- 
lution, Public Law 438, was passed by Congress and approved June 
29, 1954. It extended the program until July 31, 1954. Public Law 
611, 83d Congress, approved August 21, 1954, authorized continuance 
of the program through June 30, 1955, with up to $150 million added 
to the revolving fund, to be made available in quarterly installments 
of $37% million. 

A short time prior to the latter extension, the Housing Act of 1954 
was enacted and approved. That act created a Voluntary Home 
Mortgage Credit Program, hereinafter indentified as VHMCP. This 
program was designed in an effort to induce the flow of private funds to 
rural areas where GI and FHA loans were not available. In cooperat- 
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ing with VHMCP the Veterans’ Administration referred direct loan 
applications received from veterans in areas where the VHMCP was 
operative to the regional VHMCP committee for further referral to 
lenders in an effort to provide the desired financing through private 
funds. A period of 45 days was allowed by VA for consideration of the 
application by VHMCP. This resulted in delays which appeared to 
hinder veterans’ negotiations for properties and subsequently the 
referral period was reduced to 20 work days. If, after such period has 
expired, the Veterans’ Administration has not been advised by 
VHMCP that a private lender will make the loan, the veteran’s 
application for a direct loan is processed by the Veterans’ Adminis- 
tration. 

On June 21, 1955, Public Law 88, 84th Congress, was approved. 
This extended to June 30, 1957, the authority of the Veterans’ Ad- 
ministration to make direct loans and authorized such loans to be 
made not only for the purchase or construction of residential property 
and the construction or improvement of farmhouses, but also for the 
purchase of farms on which there are farm residences and for the repair, 
alteration, or improvement of other dwellings owned by veterans and 
occupied as their homes. An additional $150 million per fiscal year 
was made available to the revolving fund in quarterly installments of 
$50 million less the amount realized from the sale of direct loans in the 
preceding quarterly period. Public Law 1020, 84th Congress, approved 
August 7, 1956, extended the authority of the Administrator to make 
such loans to June 30, 1958, without authorizing additional funds. 

The maximum amounts of congressional authorizations for Treasury 
advances to the direct loan revolving fund, pursuant to the various 
legislation enactments described above, are recapitulated in the 
following table: 


ee at oe RE ees ee Oe $150, 000, 000 
SE SO 1h gods a baviensiinn a eskeniensodennebwadereaatneael 25, 000, 000 
Se TINY 6s os cna os «sn a> sare schien capes es maine ees leek aad india 100, 000, 000 
peal year 1064-.< = =. <2 sec ces oc cc cccaresewnnuveceewevecerwe 100, 000, 000 
TO MOOR: 424s bn dbicwenwdlaerad dbaedubenewsuae 150, 000, 000 
I NI as oo and SOL i'n won dns nsec Gres tenia esas ascii elipciadiaaaa 150, 000, 000 
BEE PORE TOO hn wnsiiconge ce ncn ceccsueneuaucwessenuaeeyrems 150, 000, 000 
EE SNE DRS oon ad dide Shvown de outecahnumbeninead samen None 

ROU oe. taped cccnsvenssscecssuletbstsesvee tL Ee 825, 000, 000 


STATUS OF DIRECT LOAN AREAS 


In establishing policies and procedures for the administration 
and operation of the direct loan program, the Administrator of 
Veterans’ Affairs caused a survey to be made of the counties of the 
United States to aid in the determination of the nonavailability of GI 
funds from private sources. The determination was made from the 
estimate of the veteran population in a county and the percentage of 
veterans who had obtained GI loans in the county. In many in- 
stances the major towns or cities within a county were excluded where- 
as the remaining rural area of the county was declared eligible for 
direct lending activity. This penetration of private lending for 
veterans is reexamined from time to time and, if indicated, areas are 
removed from the list of direct loan areas or added to the list as the 
case may be. Recent developments have created a demand that 
certain metropolitan areas be declared eligible for direct lending. 
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However, direct lending has been confined to rural locations and smal] 
cities and towns. 

The current status of counties under the VA direct loan program is 
as follows: 


Ciinised Wie re WOUY DONE. nn ee cone wenahe adaeeeees ners 2, 448 
Counties which are partially eligible-__.........----------- 2-22.28 262 
Counties which are entirely excluded_._.-.....-..2---..----2---- 22. 365 

ROtAL 1)D1OG BEARS COURUCR Ss 6c no teden ser m dss edhe tyonenens 3, 075 


Despite the large number of eligible counties, it should be noted 
that the eligible areas are comprised primarily of rural areas and 
smaller towns and cities. As a result, on a population basis the 
Veterans’ Administration estimates that only about 35 percent of 
the veterans live in these eligible direct loan areas, 


DIRECT LENDING ACTIVITY 


As of the end of April 1957, a cumulative total of 88,888 direct 
loans, amounting to $643 million, had been made to veterans in 
nonurban areas where guaranteed loans have not generally been 
available. Of the 88,888 direct loans made, 4,177 had been repaid in 
full, 7,310 had been sold to private investors, 362 had resulted in 
foreclosure or deed in lieu of foreclosure, and 77,039 were outstanding 
in the amount of $496 million. The 362 direct loans liquidated by 
foreclosure or deed in lieu of foreclosure were equivalent to four-tenths 

of 1 percent of all direct loans made. 

The historical trends in the volume of direct loan activity are shown, 
by fiscal year, in the following table. 





Direct loan Direct loans disbursed 











Period applications 
received 
Number Amount 
I ME pict UD ie tie tee ckbesurncekses etd tens 24, 985 6, 986 $60, 493, 911 
II TTI Is ccind hints enrsiedg tip enintpiinininipeipehiigteenguileiaed 16, 058 14, 526 84, 648, 093 
6 Sahn dN ot eb acdbabseddeddubbdontionoukne 24, 393 11, 655 89, 163, 632 
dd ccinadegmhahedinenddbesabconceéoewbenecnad 23, 124 16, 144 111, 636, 016 
igs re ee 8 a a a ca he See eb edaibd 37, 260 15, 630 117, 125, 258 
I a SS iss disk tv clptieenteinindibwinds 15, 188 12, 246 92, 443, 061 
I IS TO a. sccealdeeinepmepniniinneniomeleas 20, 328 11, 701 88, 123, 164 
Gummatatine, Apr. 90, 1007 on <nncansncecccinssseccesecs 161, 336 | 88, 888 888 | 643, 633, 135 


More recent trends in the volume of direct loan activity are shown, 
by month, in the following. table: 





Reservations of funds 





Applications 
1957, by month received 

Number Amount 

obligated 
Pe ne ee eee I SL Sl didedduoceawk 2, 085 1, 952 $15, 022, 000 
Se ed it 0 hans 5 tn cetiddetiteipedniebodhee 2, 076 1, 468 12, 575, 500 
aie a ee Be ee ee ee 2, 495 1, 844 15, 247, 700 
Bre I lis th bbcebiabhbdsdibied caked 3, 049 2, 583 19, 843, 500 
i ee ead! 3, 724 3, 065 23, 997, 746 
Feiacednnakabsoknentasnc tb edt nds dncimvebtbectdnithdaddite 14,300 13, 500 1 27, 000, 000 





1 Estimated. 
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Based on the present trend in loan applications and funds reserved, 
an Administration official testified on June 14 that a total of $450 
miliion may be needed for the direct loan program over the next 
12-month period. This estimte is based on the probability that the 
upward trend in applications will continue, and that the present limit 
on individual loans would be raised to $13,500 (the committee has 
recommended this increase). Four thousand loans per month at an 
average of $11,000 over the next 12-month period would require $528 
million. Assuming also some reduction through withdrawal or dis- 
approval of applications, the VA arrives at the figure of $450 million. 


FINANCIAL SUMMARY OF THE DIRECT LOAN PROGRAM 


The direct loan program—in contrast to the guaranteed and insured 
loan program—has been set up on a basis which is roughly comparable 
to the operations of a private corporation engaged in making mortgage 
loans. 

Pursuant to the Housing Act of 1950, the Veterans’ Administration 
was authorized initially to borrow up to $150 million from the Treasury 
for making direct loans. As indicated above, subsequent legislative 
actions have authorized additional advances from the Treasury De- 
partment, at rates ranging from $100 million to $150 million per year, 
and have placed the direct loan program on a revolving fund basis, so 
that the proceeds of direct loan sales and principal repayments may be 
reinvested in direct loans. 


SOURCES AND USE OF FUNDS 


By the end of April 1957, the maximum amount available for making 
direct loans totaled $826.3 million. Of this total, $680.7 million had 
been advanced by the Treasury Department, $48.7 million had been 
derived from the sale of direct loans to private investors, and $96.9 
million had been returned to the fund from other principal repay- 
ments, including regular amortization payments as well as prepay- 
ments. 

Of the $826.3 million which had accrued to the direct loan involving 
fund, $643.7 million had been disbursed for making direct loans and 
an additional $62.9 million had been reserved for loans in process. 
The remainder—some $119.7 million—was available on April 30, 1957, 
for making additional loans. 


FUNDS AVAILABLE FOR BALANCE OF FISCAL YEAR 1957 


The Veterans’ Administration had nearly $120 million unobligated 
direct loan funds available at the end of April 1957. During the 2 
remaining months of this fiscal year, an additional $50 million will be 
available from authorized Treasury advances and direct loan sales 
plus about $5 million from principal repayments. A total of $175 
million will thus be available during the last 2 months of the current 
fiscal year. Based on the trend of fund utilization during recent 
months, it is expected that at least $40 million will be obligated prior 
to June 30, 1957, and, considering the upward trend in direct loan 
activity recently, fund reservations in the final 2 months may be 
substantially higher. Accordingly, the Veterans’ Administration 
would have something less than $135 million in unobligated funds 
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available on June 30, 1957. This sum, which is sufficient for maki 
about 18,000 loans, will be carried forward in the revolving fund for 
use during fiscal year 1958. However, under existing law, no addi- 
tional Treasury advances are authorized after June 30, 1957. 


INTEREST PAID AND CHARGED 


During the nearly 7 years since the direct loan program was author- 
ized, the Veterans’ Administration has paid interest on the funds 
obtained at various rates determined by the Secretary of the Treasury. 
From July 1950 through April 1957, the cost of funds to VA has 
ranged from 1% percent to 3% percent, with an average cost of approxi- 
mately 2% percent. From the beginning of the program in July 1950 
until June 30, 1953, the interest rate on direct loans was 4 percent. 
All direct loans approved since June 30, 1953, bear an interest rate of 
4% percent. The spread between the interest paid by VA to the 
Treasury and the interest received from veteran borrowers has been 
enough to cover the direct costs of originating loans, pay the few losses 
VA has had, and establish a substantial reserve for future losses, 


INCOME AND EXPENSE ON DIRECT LOANS 


A condensed summary of the Veterans’ Administration’s latest 
income and expense statement—as of March 31, 1957—is presented 
below. 


Income: 
Interest income on direct loans__._-_.._.-------- $66, 025, 819 
Gross profit on sales of acquired property - - - ----- 41, 452 
Interest income on mortgage rebetvables. properties 
a ie E eea bard erin 89, 218 
Miscellaneous income. .-__..--....---..--_------ 68, 926 
Cee nn nnn aan en eee 66, 225, 415 





Expenses and losses: 











Interest expense, U. S. Treasury advances-- --- -- - 35, 799, 555 
Property management and selling expense- ------- 123, 503 
Fees to loan-closing attorneys_-__-_-.-...-------- 2, 642, 990 
Liquidation and miscellaneous expenses - --- - ----- 27, 130 
Charges against reserve for losses. ......-------- 109, 724 

Total expenses and losses__.......------------ 38, 702, 902 

Reserve for expenses and losses ----...-------- 27, 522, 513 


The $27.5 million balance in the reserve for losses is equivalent to 
nearly 6 percent of the $486.5 million balance of direct loans outstand- 
ing at the end of March 1957. This money is held by the Treasury 
Department as a cash reserve. The value of the properties securing 
the direct loans is substantially greater than the loan balance remain- 
ing. A substantial share of the loans were made with an initial 
downpayment, and monthly repayments have served to build up an 
equity for the owners. In addition, during the life of the direct loan 
program, there has been some appreciation in the value of certain of 
the properties securing direct loans. While exact data on current 
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security values are not available, it is reasonable to estimate that on 
an average for all direct loans, equities amount to at least 20 to 25 
percent above loan balances. 


OPERATING COSTS AND LOSSES 


The foregoing figures do not reflect the full cost to VA of operating 
the direct loan program. Since the same people in the VA regional 
offices frequently work part time on the direct loan program and part 
time on the guaranteed and insured loan program, the VA has not 
maintained a sufficiently detailed cost accounting system to permit 
the charging of salaries and administrative expenses against the income 
received from direct loans. However, some studies have been made 
which indicate that the salaries and administrative costs of the direct 
and guaranteed loan programs combined have amounted to approxi- 
coke $26 per loan. It is probable that somewhat more time is 
consumed per loan in the processing of direct loans than would be 
true of guaranteed loans. The amounts charged off against the 
reserve for losses to date on the direct loan program total less than 
$110,000. A substantial part of these writeoffs resulted from serious 
damage to a few properties due to floods or other uninsured hazards. 


VHMCP ACTIVITY AND THE DIRECT LOAN PROGRAM 


The VHMCP was authorized by the Housing Act of 1954 in an 
effort.to induce private capital to make GI and FHA loans in remote 
areas. Direct loan applicants from aréas»served by the VHMCP 
have been referred by the Veterans’ Administration to the regional 
committees of VHMCP. Since the inception of the program through 
December 1956, private lenders cooperating with MCP placed 
19,943 loans for veterans, totaling nearly $175 million. However, 
this activity has been sharply curtailed. 

The decline in VHMC activity by participating lenders has 
prompted the Veterans’ Administration to authorize 29 field offices to 
discontinue completely the referral of applicants to VHMCP, and 
12.other offices have been authorized.to.discontinue referrals in certain 
parts of the areas under their jurisdiction. 


EXPLANATION OF THE BILL 


DESIGNATION OF DIRECT LOAN AREA 


This bill would direct the Administrator, whenever he finds that 
private capital is not generally available.in any rural area or small city 
or‘tewn for-the financing of loans guaranteed-under section 501 of the 
Servieemen’s Readjustment Act of 1944, to designate such rural area 
or small city or small town as a “housing credit shortage area”’ in order 
to make direct loans and commitments for loans for— 

(a) The construction of a dwelling. 

(b) The purchase of a farm with a dwelling. 

(c) The construction of a farm dwelling on land owned by the 
veteran. 

(d) Repair, alteration, and improvement of a farm residence or 
other dwelling owned by the veteran. 
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Loans may be made only upon a finding that the veteran is a satis. 
factory credit risk, that the payments required bear a proper relation- 
ship to his present and anticipated income, that he is unable to obtain 
from a private lender appropriate housing credit at an interest rate 
not in excess of the amount authorized for guaranteed loans, and that 
he is unable to obtain a loan under the Bankhead-Jones Farm Tenant 
Act or the Housing Act of 1949. 

Existing law does not contain any geographical limitations as to 
where the direct loan program will be administered. Direct loans 
may be made at the discretion of the Administrator, upon a finding 
that private capital is not available for the mortgage financing of 
housing for veterans. 

The bill therefore provides the Administrator with more specific 
instructions and eaidalines as to the type of area in which these loans 
may be made. By this bill, the limitations of geographical area 
become mandatory upon the Administrator rather than subject to 
his discretion or rules and regulations promulgated by the Veterans’ 
Administration. The committee believes that such an action will 
eliminate some of the inequalities of the program and will provide a 
direct loan program more beneficial to all veterans living outside 
metropolitan areas. 

INTEREST RATE 


The bill provides that the interest rate for direct loans to veterans 
shall be determined by the Administrator and shall not exceed the 
rate authorized for guaranteed home loans. The statutory maximum 
interest rate provided for guaranteed home loans under section 501 
of the Servicemen’s Readjustment Act of 1944 is presently fixed by 
statute at 4% percent. Under existing law the guaranteed home loan 
program and the direct loan program have statutory provisions 
defining the interest rate on each program. ‘This bill would permit 
the interest rate on direct loans to be identical with the interest 
rate on guaranteed loans. The committee believes that it will be 
possible for the interest rates of both programs to move together 
rather than to require separate action by the Congress to vary the 
interest rate of each program. 


MAXIMUM MORTGAGE AMOUNT 


The bill would increase the present maximum mortgage amount 
from $10,000 to $13,500. The committee has found that the present 
limit of $10,000 has not been sufficient to keep up with the increased 
cost of construction. In many instances, this limitation has been 
eo for a veteran not being able to obtain a home of his choice. 

he new maximum of $13,500 will afford an opportunity to many 
veterans to obtain a home for the first time. It will also enable many 
veterans who have previously obtained a direct loan to obtain a second 
loan, the total of the two loans not to exceed $13,500. Where a vet- 
eran has purchased a home with a direct loan under the existing ceiling 
of $10,000, he would, under the provisions of this bill, be able to 
get an additional loan for up to $3,500 for repairs, alterations, or 
improvements. 


ee 
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BUILDER COMMITMENTS 


The administrator is authorized to issue commitments to builders 
and sponsors for the construction of new homes in direct loan areas. 
The commitments are to be valid for 3 months, subject to extension 
for longer periods as the Administrator in his discretion may authorize. 
The commitments are not transferable except with the written ap- 
proval of the Administrator. The builders or sponsors must pay to 
the Administrator an amount not exceeding 2 percent of the funds 
reserved for his commitment as a nonrefundable commitment fee. 

The bill places no limitation on the funds which may be reserved 
by any particular builder or sponsor. However, the committee ex- 
pects that in issuing commitments the Veterans’ Administration will 
take into account the demand in the area, the number of applications 
for commitments by builders or sponsors, and the availability of funds. 

If, during the life of the commitment, the sponsor enters into 
contracts with eligible veterans who wish to purchase homes, the 
Administrator will then enter into a commitment with the veteran 
for a loan for the purchase of such dwelling. Further, the Adminis- 
trator can make advances to the builder on the veteran’s loan during 
the construction up to a maximum of the total cost of the land plus 
80 percent of the value of the construction in place. 

In order to avoid any delays in the proposed construction cases 
which may be caused by the Veterans’ Administration referring an 
individual veteran’s direct loan application to the Voluntary Home 
Mortgage Credit Program, the Administrator may refer the completed 
loans to the Voluntary Home Mortgage Credit Program. The 
Administrator is authorized to pay any or all of the commitment fee 
received on each loan to the private purchaser of the loan, if the 
purchase is made within 60 days after disbursement. In the event 
no direct loan is made, or if the loan is sold without payment of all 
or any part of the commitment fee, or if the loan is not sold before 
the expiration of the 60 days, the commitment fee not otherwise 
disbursed shall become a part of the special deposit account for direct 
loans, 

In recognition of the fact that land planning and subdivision 
requirements which are imposed in or near metropolitan centers often 
would represent overimprovements or otherwise would not be feasible 
in rural areas and small cities and towns, this bill would authorize the 
Veterans’ Administration to exempt such dwellings from the minimum 
land planning and subdivision requirements generally imposed under 
section 504 (b). However, the bill would require the Veterans’ 
Administration to prescribe land planning and subdivision require- 
ments that are in keeping with the general housing facilities in the 
locality. In addition, the modified minimum property requirements 
shall be such that the structural soundness and general acceptability 
of the dwellings are not impaired. It is expected that the modified 
requirements will be made applicable to guaranteed loans in these 
areas as well as to direct loans. 


EXPIRATION DATE 


The present direct loan program is scheduled to expire June 30, 
1958. The bill extends this date to July 25, 1958, so that it corre- 
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sponds with the expiration date of the guaranteed home loan program 
for World War II veterans. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM REFERRALS 


Under existing law and regulations, a direct loan application re: 
ceived by the Veterans’ Administration is referred to the Voluntary 
Home Mortgage Credit Program to a regional Voluntary Home Mort 
gage Credit Committee, in order to give the private market an oppor- 
tunity to place the loan before action is taken on the application by 
the Veterans’ Administration. In some instances this procedure has 
entailed considerable delay, especially since VA processing of the direct 
loan application is delayed until the Voluntary Home Mortgage Credit 
Program action has been taken. The bill would require the Veterans’ 
Administration to begin immediate processing of all applications, such 
Cae to run concurrently with a 20-day period allowed for 

oluntary Home Mortgage Credit Program action. 


INCREASED AUTHORIZATION 


The bill would authorize additional funds in an amount up to $50 
million for the operation of the program until July 25, 1958. 

This additional authorization added to $135 million currently avail- 
able for the direct loan program would raise to $185 million the author- 
ization available until July 25, 1958. 


TECHNICAL AMENDMENT 


Section 3 of the bill would amend section 513 of the Servicemen’s 
Readjustment Act of 1944 to make a technical and clarifying change 
relating to the date on which the VA guaranty of home loans made by 
supervised lenders becomes effective. 


AMENDMENTS 


1. The committee bill contains a provision which would require the 
Veterans’ Administration to begin immediate processing of all direct 
loan applications, such processing to run concurrently with a 20-da 

eriod allowed for action by the Voluntary Home Mortgage Credit 
rogram. The bill as passed by the House contained no such 
provision. 

2. The committee bill contains an amendment which would reduce 
from approximately $200 million (the amount contained in H. R. 
4602 as passed by the House) to $50 million the amount of additional 
authorization to be made available for the direct loan program during 
the next’ year. 

SECTION-BY-SECTION ANALYSIS 
Section 1 

Amends section 512 of the Servicemen’s Readjustment Act of 1944, 
by revising and extending the entire section in order to— 

(1) Define direct-loan areas as rural areas and small cities and 
towns not near large metropolitan areas. (Existing law does not 
contain geographical limitations.) 
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(2) Make the interest rate on direct loans vary according to any 
changes in the interest rate on guaranteed loans. (Existing law con- 
tains a ceiling of 4% percent interest rate on direct loans.) 

(3) Increase the maximum mortgage amount under the direct-loan 

rogram from $10,000 to $13,500. 

(4) Authorize the VA Administrator to reserve direct-loan funds 
for 3 months under commitments to builders for a 2-percent fee. | Pri- 
vate lenders would receive the commitment fee, if such lenders pur- 
chase these loans within 60 days following VA disbursement. The 
VA would make construction advances vp to an amount equal to cost 
of land, plus 80 percent of value of improvements. 

(5) Extend the direct-loan program by 25 days to July 28, 1958, 
in order to make the expiration date of the direct-loan program 
coterminus with the expiration date of the guaranteed-loan program 
for World War II veterans. 

(6) Require VA to begin immediate processing of all direct-loan 
applications, such processing to run concurrently with a 20-day period 
allowed for Voluntary Home Mortgage Credit Program action. 


Section 2 

Amends section 513 of the Servicemen’s Readjustment Act of 1944 
to make available an additional $50 million for the direct loan program 
until July 25, 1958 (the termination date proposed in sec. 1 of the bill), 


Section 3 (technical) 


Amends section 513 of the Servicemen’s Readjustment Act of 1944, 
relating to the date on which the VA guaranty of home loans made by 
supervised lenders becomes effective. 


Cuances In Existinae Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman); 


[SUPPLEMENTAL] DIRECT LOANS TO VETERANS 


[Sec. 512. (a) (1) Upon application by a veteran eligible for the 
benefits of this title, the Administrator is authorized and directed to 
make, or enter into a commitment to make, the veteran a loan for any 
of the following purposes: 

{(A) To purchase or construct a dwelling to be owned and 
occupied by him as a home; 
[(B) To purchase a farm on which there is a farm residence 
to be occupied by the veteran as his home; 
{(C) To construct on land owned by the veteran a farm 
residence to be occupied by him as his home; or 
{[(D) To repair, alter, or improve a farm residence or other 
dwelling owned by the veteran and occupied by him as his home; 
if the Administrator finds that in the area in which the dwelling, 
farm, or farm residence is located or is to be constructed, private 
capital is not available for the financing of the purchase or construc- 
tion of dwellings, the purchase of farms with farm residences, or the 
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construction, repair, alteration, or improvement of farm residences or 
other dwellings, as the case may be, by veterans under this title. In 
case there is an indebtedness which is secured by a lien against land 
owned by the veteran, the proceeds of a loan made under this section 
for the construction of a dwelling or farm residence on such land may 
be expended also to liquidate such lien, but only if the reasonable 
value of the land is equal to or in excess of the amount of the lien. 

[(2) No loan shall be made under this section to a veteran unless 
he shows to the satisfaction of the Administrator— 

[(A) that he is a satisfactory credit risk; 

[(B) that the payments to be required under the proposed 
loan bear a proper relation to the veteran’s present and antici- 

ated income and expenses; 

{(C) that he is unable to obtain from private lending sources 
in such area at an interest rate not in excess of the rate authorized 
for guaranteed home loans a loan for such purpose for which he 
is qualified under section 501 of this title; and 

{(D) that he is unable to obtain a loan for such purpose from 
the Secretary of Agriculture under the Bankhead-Jones Farm 
Tenant Act, as amended, or under the Housing Act of 1949. 

[(b) Loans made under this section shall bear interest at the rate 
to be determined by the Administrator of Veterans’ Affairs, not to 
exceed the rate authorized for guaranteed home loans, and in no event 
to exceed 4% per centum per annum and shall be subject to such 
requirements or limitations prescribed for loans guaranteed under this 
title as may be applicable: Provided, That— 

[(A) the original principal amount of any such loan shall not 
exceed an amount which bears the same ratio to $10,000 as the 
amount of guaranty to which the veteran is entitled under section 
501 at the time the loan is made bears to $7,500; 

[(B) the guaranty entitlement of the veteran shall be charged 
with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $10,000; 

{(C) the authority to make loans under this section shall 
expire June 30, 1958, except that if a commitment to make such 
a loan was issued by the Administrator prior to that date the 
loan may be completed subsequent to such date. 

[(c) In connection with any loan under this section, the Adminis- 
trator is authorized to make advances in cash to pay the taxes and 
assessments on the real estate, to provide for the purpose of making 
repairs, alterations, and improvements, and to meet the indidental 
expenses of the transaction, and shall credit to the principal of the 
loan an amount equal to that which would have been payable under 
section 500 (c) of this title had the loan been made by a private 
institution. 

[(d) The Administrator is authorized to sell, and shall offer for 
sale, to any person or entity approved for such purpose by the Ad- 
ministrator, any loan made under this section at a price not less 
than par; that is, the unpaid balance plus accured interest, and may 
guarantee any loan thus sold subject to the same conditions, terms 
and limitations which would be applicable were the loan guaranteed 
under section 501 of this title. 

[(e) Loans made under this section shall be repaid in monthly 
installments; except that in the case of loans made for any of the 
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purposes described in clause (B), (C), or (D) of paragraph (1) of 
subsection (a), the Administrator may provide that such loans shall 
be repaid in quarterly, semiannual, or annual installments. 

[(f) No veteran may obtain loans under this section aggregating 
more than $10,000.J 

Szc. 612. (a) The Congress finds that housing credit under section 501 
of this title is not and has not been generally available to veterans living 
in rural areas, or in small cities and towns not near large metropolitan 
areas. It is therefore the purpose of this section to provide housing credit 
for veterans living wn such rural areas and such small cities and towns. 

(b) Whenever the. Administrator finds that private capital is not 
generally available in any rural area or small city or sown for the financing 
of loans guaranteed under section 501 of this title, he shall designate 
such rural area or small city or town as a “housing credit shortage area’, 
and shall make, or enter into commitments to make, loans for any or all 
of the following purposes in such area— 

(1) For the purchase or construction of a dwelling to be owned and 
occupied by a veteran as his home; 
(2) For the purchase of a farm on which there is a farm residence 
to be owned and occupied by a veteran as his home; 
(3) For the construction on land owned by a veteran of a farm 
residence to be occupied by him as his home; or 
(4) For the reparr, alteration, or improvement of a farm residence 
ve other swelling owned by a veteran and occwpred by him as his 
wme. 
If there is an indebtedness which is secured by a lien against land owned 
by a veteran, the proceeds of a loan made under this section for the con- 
struction of a dwelling or farm residence on such land may be expended 
also to liquidate such lien, but only if the reasonable value of the land is 
equal to or in excess of the amount of the lien. 

(c) No loan may be made under this section to a veteran unless he 
shows to the satisfaction of the Administrator that— 

(1) he is a satisfactory credit risk; 

(2) the payments to be required under the proposed loan bear a 
proper relation to his present and anticipated income and expenses; 

(3) he is unable to obtain from a private lender in such housing 
credit shortage area, at an interest rate not in excess of the rate 
authorized for guaranteed home loans, a loan for such purpose for 
which he is qualified under section 501 of this title; and 

(4) he is unable to obtain a loan for such purpose from the Sec- 
retary of Agriculture under the Bankhead-Jones Farm Tenant Act 
or under the Housing Act of 1949. 

(d) (1) Loans made under this section shall bear interest. at a rate 
determined by the Administrator, not to exceed the rate authorized for 
seenaeee home loans, and shall be subject to such requirements or 
imitations prescribed for loans guaranteed under this title as may be 
applicable. 

(2) The original principal amount of any. loan made under this sec- 
tion shall not exceed an amount which bears the same ratio to $13,500 as 
the amount of guaranty to which the veteran is entitled under section 501 
at the time the loan is made bears to $7,500; and. the guaranty entitlement 
of any veteran who heretofore or hereafter has been granted a loan. under 
this section shall be charged with an amount which bears the same, ratio 
to $7,500 as the amount of the loan bears to $13,500. 
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(3) In connection with any loan under this section, the Administrator 
as authorized to make advances in cash to pay the taxes and assesg- 
ments on the real estate, to provide for the purpose of making repairs, alter. 
ations, and improvements, and to meet the incidental expenses of the 
transaction. The Administrator shall determine the expenses incident to 
origination of loans ‘made under this section, which expenses, or a 
reasonable flat allowance in liew thereof, shall be paid by the veteran in 
addition to the loan closing costs. 

(4) Loans made under this section shall be repaid in monthly install« 
ments; except that in the case of loans made for any of the purposes de- 
scribed in paragraph (2), (8), or (4) of subsection (6), the Admonistrator 
may provide that such loans shall be repaid in quarterly, semiannual, or 
annual installments. 

(5) The Administrator may sell, and shall offer for sale, to any person 
or entity approved for such purpose by him, any loan made under this 
section at a price not less than par; that is, the unpaid balance plus accrued 
interest, and shall guarantee any loan thus sold subject to the same 
conditions, terms, and limitations which would be applicable were the 
loan guaranteed under section 501 of this title. 

(6) No veteran may obtain loans under this section aggregating more 
than $13,500. 

(e) (1) If any builder or sponsor proposes to construct one or more 
dwellings in a housing credit shortage area, the Administrator may enter 
onto commitment with such builder or sponsor, under which funds available 
for loans under this section will be reserved for a period not in excess of 
three months, or such longer period as the Administrator may authorize 
to meet the needs in any particular case, for the purpose of making loans 
to veterans to purchase such dwellings. Such commitment may not be 
assigned or transferred except with the written approval of the Adminis- 
trator. The Administrator shall not enter into any such commitment 
unless such builder or sponsor pays a nonrefundable commitment fee 
to the Administrator in an amount determined by the Administrator, not 
to exceed 2 per centum of the funds reserved for such builder or sponsor. 

(2) Whenever the Administrator finds that a dwelling with respect to 
which funds are being reserved under this subsection, has been sold, or 
contracted to be sold, to a veteran eligible for a direct loan under this 
section, the Administrator shall enter into a commitment to make the 
veteran a loan for the purchase of such dwelling. With respect to any loan 
made to an eligible veteran under this subsection, the Administrator may 
make advances during the construction of the dwelling, up to a maximum 
in advances of (A) the cost of the land plus (B) 80 per centum of the 
value of the construction in place. 

(3) After the Administrator has entered into a commitment to make 
a veteran a loan under this subsection, he may refer the proposed loan:to 
the Voluntary Home Mortgage Credit Committee, in order to afford a 
private lender the opportunity to acquire such loan subject to guaranty 
as provided in paragraph (5) of subsection (d) of this section. If, before 
the expiration of sixty days after the loan made to the veteran by the 
Administrator 1s fully disbursed, a private lender agrees to purchase 
such loan, all or any part of the commitment fee paid to the Administrator 
with respect to such loan may be paid to such private lender when such 
loan is so purchased. 

If a private lender has not purchased or agreed to purchase such loan 
before the expiration of sizty days after the loan made by the Admims- 
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trator is fully disbursed, the commitment fee paid with respect.to such loan 
shall become a part of the special deposit account referred, to in subsection 
(c).of section 513 of this title. If,a loan is not made to a veteran, for the 
rchase of a dwelling, the commitment fee paid with respect to such 
dwelling shall become a part of such special deposit account. 
| (4) The Administrator may exempt. dwellings constructed through 
| assistance provided by this subsection fren the minimum land planning 
| and subdivision requirements prescribed pursuant to. subsection (b) of 
section 504 of this title, and with respect to such dwellings. may prescribe 
ecial minumum land planning and subdivision requirements which 
shall be in keeping with the general housing facilities in the locality but 
shall require that such dwellings meet minimum requirements of structural 
soundness and general acceptability. 
(f) The authority to make loans under this section shall expire July 26, 
1958, except that if a commitment,to a veteran to make such a loan was 
issued by the Administrator before that date the loan may be completed 
after that date. 
| (g) (1) The Administrator shall commence the processing of any 
application for a loan under this section upon the receipt of such appl- 
cation, and shall continue such processing notwithstanding the fact that 
the assistance of the Voluntary Home Mortgage Credit Committee has 
been requested by the Administrator for the purpose. of ascertaining 
whether or not such loan can be placed unth a private lender. 

(2) If the assistance of such Committee has been requested by the 
Administrator in connection with any such application, and the Adminis- 
trator is not notified by such Committee within (A) twenty days after such 
assistance has been requested, or (B) twenty days after the date of enact- 
ment of this subsection, whichever is the later, that it has been successful in 
enabling the applicant to place such loan with a private lender, the Ad- 
ministrator shall proceed forthwith to complete any part of the processing 
of such application remaining unfinished, and to grant or deny the appli- 
cation in accordance with the provisions of this section. 

Sec. 513. (a) For the purposes of section 512 of this title, the Secre- 
tary of the Treasury is hereby authorized and directed to make avail- 
able to the Administrator such sums not in excess of $150,000,000 
(plus the amount of any funds which may have been deposited to 
the credit of miscellaneous receipts under subsections (a) and (c) 
hereof), as the Administrator shall request from time to time except 
that no sums may be made available after [June 30, 1957,] July 25, 
1958. After the last day on which the Administrator may make loans 
under that section, he shall cause to be deposited with the Treasurer 
of the United States, to the credit of miscellaneous receipts, that part 
of all sums in the special deposit account referred to in subsection (c) 
of this section, and all moneys received thereafter, representing un- 
expended advances or the repayment or recovery of the principal of 
loans made pursuant to section 512 of this title, retaining, however, a 
reasonable reserve for making loans with respect to which he has entered 
into commitments with veterans before such last day. Interest collected 
by the Administrator on loans made under section 512 in excess of the 

| amount payable by him to the Treasurer of the United States under 
subsection (b) of this section, together with any miscellaneous income 
or credits, shall constitute a reserve for payment of losses, if any, and 
expenses incurred in the liquidation of said obligations. ‘The Adminis- 
trator shall have power to invest such reserves, or any unexpended 
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part thereof, from time to time in obligations of the Government of 
the United States. 

(b) On advances by the Secretary of the Treasury under subsec- 
tion (a) of this section, less those amounts deposited in miscellaneous 
receipts under subsections (a) and (c) thereof the Administrator shall 
pay semiannually to the Treasurer of the United States interest at 
the rate or rates determined by the Secretary of the Treasury, taking 
into consideration the current average rate on outstanding market- 
able obligations of the United States as of the last day of the month 
preceding the advance. 

(c) In order to make available the sums payable under subsec- 
tion (a) of this section and to effectuate the purposes and functions 
authorized in section 512 of this title, the Secretary of the Treasury 
is hereby authorized to use, as a public debt transaction, the proceeds 
of the sale of any securities issued under the Second Liberty Bond 
Act as now in force or as hereafter amended, and the purposes for 
which securities may be issued under the Second Liberty Bond Act 
as now in force or as hereafter amended, are hereby extended to in- 
clude such purposes. Such sums, together with all receipts here- 
under, shall be deposited with the Treasurer of the United States, in 
a special deposit account, and shall be available, respectively, for dis- 
bursement for the purposes of section 512 of this title. Except as 
otherwise provided in subsection (a) of this section, the Adminis- 
trator shall from time to time cause to be deposited into the Treas- 
ury of the United States, to the credit of miscellaneous receipts, such 
of the funds in said account as in his judgment are not needed for 
the purposes for which they were provided, including the proceeds of 
the sale of any loans, and not later than [June 30, 1958] June 30, 
1959, he shall cause to be so deposited all sums in said account and 
all moneys received thereafter in repayment of outstanding obliga- 
tions, or otherwise, except so much thereof as he may determine to 
be necessary for purposes of liquidation. Without regard to any 
other provisions of this title, said Administrator shall have authority 
to take or cause to be taken such action as in his judgment may be 
necessary or appropriate for or in connection with the custody, man- 
agement, protection, and realization or sale of such investments, to 
determine his necessary expenses and expenditures, and the manner 
in which the same shall be incurred, allowed and paid, to make such 
rules, regulations, and orders as he may deem necessary or appro- 
priate for the carrying out of the functions hereby or hereunder 
authorized and, except as otherwise expressly provided in this title, 
to employ, utilize, compensate, and delegate any of his functions 
hereunder to, such persons and such corporate or other agencies, 
including agencies of the United States, as he may designate. 

(d) For the purposes of further augmenting the revolving fund 
established in subsection (a) hereof the Secretary of the Treasury is 
authorized and directed between the effective date of this subsection 
and July 1, 1952, to make available to the Administrator such addi- 
tional sums not in excess of $25,000,000 as the Administrator may 
request, and is authorized and directed to advance from time to 
thereafter until June 30, 1957, such additional sums (not in excess 
of $150,000,000 in any one fiscal year) as the Administrator may 
request, except that the aggregate so advanced in any one quarter 
annual period shall not exceed the sum of $50,000,000 less that amount 
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which had been returned to the revolving fund during the precedin 
quarter annual period from the sale of loans pursuant to section 512 (d 
of this title. The Secretary of the Treasury shall also advance to the 
Administrator from time to time until July 25, 1958 such additional sums 
not in excess of $50,000,000 as the Administrator may request. Except 
for the limitation on the sums authorized in subsection (a) hereof, this 
subsection shall be subject to the other provisions of this section and 
of this title. 

Sec. 500. (a) Any person who shall have served in the active mili- 
tary or naval service of the United States at any time on or after 
September 16, 1940, and prior to the termination of the present war, 
or at any time on or after June 27, 1950, and prior to such date as 
shall be determined by Presidential proclamation or concurrent reso- 
lution of the Congress, and who shall have been discharged or released 
therefrom under conditions other than dishonorable after active serv- 
ice of ninety days or more, or by reason of an injury or disability 
incurred in service in line of duty, shall be eligible for the benefits 
of this title. Entitlement derived from service on or after June 27, 
1950, shall (1) cancel any unused entitlement derived from service 
prior to June 27, 1950, and (2) be reduced by the amount entitlement 
from such prior service shall have been used to obtain a direct, guaran- 
teed, or insured loan (a) on real property which the veteran owns at 
the time of application or (b) as to which the Administrator shall 
have incurred actual liability or loss, unless in the event of loss or 
the incurrence and payment of such liability by the Administrator, 
the resultant indebtedness of the veteran to the Government shall 
have been paid in full. The unremarried widow of any person who 
met the service requirements for benefits under this title and who 
died, either in service or after separation from service under con- 
ditions other than dishonorable, as a result of injury or disease in- 
curred in or aggravated by such service in line of duty (other than 
any such widow who by reason of her own service is eligible for the 
benefits of this title), shall also be eligible for the benefits of this 
title; and the term ‘‘veteran” as used in this title shall include any 
such unremarried widow. Any loan made by such veteran within 
eleven years after the termination of the war, and any loan to a veteran 
eligible by virtue of active service on or after June 27, 1950, if made 
within ten years after such date as shall be determined by Presidential 
proclamation or concurrent resolution of the Congress, for any of the 
purposes, and in compliance with the provisions, specified in this 
title, [is automatically guaranteed by the Government by this title 
in an amount not exceeding fifty per centum of the loan: Provided, 
That the aggregate amount guaranteed shall not exceed $2,000 in the 
case of nonreal-estate loans, nor $4,000 in the case of real-estate loans; 
or a prorated portion thereof on loans of both types or combination 
thereof. is automatically guaranteed by the Government by this title in 
an amount not exceeding 60 per centum of the loan if the loan is made 
for any of the purposes specitied in section 501 of this title and not 
exceeding 50 per centum of the loan if made for any of the purposes 
specified in section 502, 508, or 507 of this title: Provided, That unless 
the loan is made for one of the purposes specified in section 501 of this 
title the aggregate amount guaranteed shall not exceed $2,000 in the case 
of non-real-estate loans, nor $4,000 in the case of real-estate loans, or a 
prorated portion thereof on loans of both types or combination thereof. 
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In computing the aggregate amount of guaranty or insurance entitle. 
ment available to a veteran under this title, the Administrator may 
in his discretion exclude the initial use of the guaranty or insuraneg 
entitlement used for any loan with respect to which the securj 
(1) has been taken (by condemnation or otherwise) by the United 
States, any State, or a local government agency for public use, op 
(2) has been destroyed by fire or other natural hazard, or (3) has been 
disposed of because of other compelling reasons devoid of fault on the 
part of the veteran and, notwithstanding any other provision of this 
section to the contrary, an entitlement may be so excluded and 
restored to the use of any veteran at any time prior to January 31, 
1965, for the purpose of obtaining a loan which will be guaranteed 
or insured in accordance with the provisions of this title: Provided, 
That any amount paid by the Administrator under section 500 (c) of 
this part shall be deducted from the amount payable on the succeeding 
loan under that section. In computing the aggregate amount of 
guaranty or insurance entitlement available to a veteran under this 
title, the Administrator shall exclude the amount of guaranty or 
insurance entitlement previously used for any loan guaranteed or 
insured under section 501 which has been repaid in full, and with 
respect to which the real property which served as security for the 
loan has been disposed of because the veteran, while in the active 
service, was transferred by the military department with which he 
was serving. 

Src. 501. (b) [Any loan made to a veteran for the purposes speci- 
fied in subsection (a) or subsection (c) of this section 501 may not- 
withstanding the provisions of subsection (a) of section 500 of this 
title relating to the percentage or aggregate amount of loan to be 
guaranteed, be guaranteed, if otherwise made pursuant to the provi- 
sions of this title, in an amount not exceeding 60 per centum of the 
loan.J] Any loan made to a veteran for any of the purposes specified 
in subsection (a) or subsection (c) of this section 501 1s automatically 
guaranteed, if otherwise made pursuant to the provisions of this title, 
in an amount not exceeding 60 per centum of the loan: Provided, That 
the aggregate amount of any guaranties to a veteran under this title 
shall not exceed $7,500, nor shall any gratuities payable under sub- 
section (c) of section 500 of this title exceed the amount which is 
payable on loans guaranteed in accordance with the maxima provided 
for in subsection (a) of section 500 of this title: And provided further, 
That no such loan for the repair, alteration, or improvement of prop- 
erty shall be insured or guaranteed under this Act unless such repair, 
alteration, or improvement substantially protects or improves the 
basic livability or utility of the property involved. 

(c) Notwithstanding section 502 of this title, but subject to para- 
graphs (1), (2), and (3) of subsection (a) of this section, any loan made 
to a veteran under this title [may be guaranteed] is automatically 
guaranteed if the proceeds thereof will be used for any of the following 
purposes: 

(1) To purchase a farm on which there is a farm residence to 
be occupied by the veteran as his home; 

(2) To construct on land owned by the veteran a farm residence 
to be occupied by him as his home; or 
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(3) To repair, alter, or improve a farm residence owned by the 
veteran and occupied by him as his home. 
If there is an indebtedness which is secured by a lien against land 
owned by the veteran, the proceeds of a loan for the construction of a 
farm residence on such land may be expended also to liquidate such 
lien, but only if the reasonable value of the land is equal to or in excess 
of the amount of the lien. 
O 
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85TH CONGRESS } SENATE { Reporr 
Ist Session No. 465 


REQUIRING FUTURE APPLICANTS FOR MOTOR CARRIER 
PASSENGER OPERATING AUTHORITY TO SHOW NEED 
FOR CHARTER OPERATIONS 


June 18, 1957.—Ordered to be printed 


Mr. SmatuHERs, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany §, 1459] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1459) to amend section 208 (c) of the Inter- 
state Commerce Act, as amended, having considered the same, reports 
favorably thereon without améndment and recommend that the bill 
do pass. 

1. INTRODUCTION 


The purpose of the bill is to amend section 208 (c) of the Interstate 
Commerce Act (49 U.S. C. 308 (c)) so as to require future applicants 
to the Interstate Commerce Commission for motor common carrier 
passenger operating authority to show a need. for charter. service 
instead of acquiring the right to perform such transportation as an 
incident to obtaining a certificate to transport passengers over a 
specified route. 


II. EXPLANATION OF THE PROPOSED AMENDMENT 


Section 208 (c) of the Interstate Commerce Act now permits any 
regular route common carrier of passengers by motor vehicle to trans- 
port, under a certificate issued pursuant to the provisions of part II 
of the act, special or shecheuedk parties ‘‘to any place” under such 
rules and regulations as the Commission may prescribe. The phrase 
“to any place” has been interpreted by the Commission to mean ‘‘to 
any place or point in the United States,” the Commission. being 
precluded by the language of the statute from, specifying with par- 
ticularity the destination of such special or charter parties. Ex 
Parte No. MC-29, Regulations Government Special or Chartered 
Party Service, 29 M. C. C. 25 (1941). 
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No mention is made in section 208 (c), however, of origin territory 
In interpreting this section and prescribing rules and regulations 
thereunder, the Commission has sought to clarify the term “origin 
territory” by stating that a common carrier of passengers by motor 
vehicles subject to the rules promulgated under section 208 (c) may 
transport special or charter parties (1) which originate at any point or 
points on the regular route or routes or at any off-route point or 
points, authorized to be served by such carrier, or (2) which originate 
at any point or points within the territory served by its regular route 
or routes.’ Ex Parte No: MC~-29; supra. Section 208 (c) is presently 
applicable to such regular route operations authorized under. the 
first proviso in section 206 (a) or under section 207 (a), and the right 
to transport special or chartered parties is actually an incident to the 
right granted under those sections to-engage in the transportation of 
oe by motor vehicle over regular. routes between fixed termini, 

In the early days of motor-carrier regulation it was not deemed 
necessary to limit the expansion of special or charter operators en- 
joying “incidental” charter rights. In general, section 208 (c) has 
resulted in a public benefit, and undoubtedly has contributed to the 
substantial growth of this segment of the motor-carrier industry, In 
recent years, however, abuses have been observed. Carriers have 
frequently applied for the right to transport passengers over a short 
regular route solely for the purpose of obtaining the incidental charter 
rights from points on their route to all points in the United States, 
Some carriers are conducting only token operations over their author- 
ized routes in order to retain the right to engage in transporting 
charter parties throughout the country from a point on their route. 

It should be emphasized that the intent of the proposed amend- 
ment is to require in the future that applicants for common carrier 
authority to transport passengers by motor vehicle in interstate com- 
merce be required to show a need for the service of transporting 
special or charter parties, instead of obtaining such right upon show- 
ing only a need for transportation over a specified route as a common 
carrier. The proposed chatien would in no way affect the operations 
of presently authorized carriers. 


Ill. EXAMPLES OF OPERATION OFFERED AS JUSTIFICATION FOR PROPOSED 
LEGISLATION 


The Chairman of the Interstate Commerce Commission in the course 
of his testimony on the bill gave several examples of operations in 
which only token line-haul service was rendered, the main operation 
being that of rendering charter service. 

One example was that of a bus company holding a certificate to 
operate between Washington, D. C. and Solomons Island, a point on 
hesapeake Bay. The Chairman stated these were only token 0 
erations, but the certificate held to render this service enabled the 
company to compete for the lucrative Washington, D. C. charter 

business. 

Another example offered by the Chairman involves an operation of 
a bus cOmpany which operates between Elkton, Md., and a plant 
site near Thompson Station, Del. According to the testimony this 
operator places a bus at Thompson Station once or twice each week; 
when no passengers present themselves for transportation, the bus 1s 
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returned to the carrier’s garage. It was.stated that it seems clear to 
the Interstate Commerce Commission that the carrier seeks to pre- 
serve its certificate solely to perform charter service, 

Still another example offered was that of an operator with a certifi- 
cate to operate between Boston and Providence. This, operator, the 
ICC Chairman stated, makes one trip a week in order to preserve the 
certificate so as to enable him to engage in a very lucrative charter 
business. 

In addition the Chairman pointed out that the amount, of intercity 
bus business has been gradually falling off, just. as rail intercity 
business has fallen off, making it necessary for the bona fide bus 
companies to supplement their income. by expanding their charter 
operations to avoid bankruptcy. Ability to render charter service is 
necessary to maintain their financial stability. 

The Interstate Commerce Commission, Chairman expressed, the 
opinion that the charter business ought to be preserved, for. the 
existing bus lines and that future applicants wanting authority to 
render charter service should have'to prove a meed for, it, just.as they 
must prove a need for regular route service. 

A witness for the National Association of Motor Bus Operators 
commented on the great importance of charter revenues to the main- 
tenance of the existing intercity bus ‘industry. ‘The witness ‘said that 
a gréat many operators, particularly ‘the smaller carriers, would not 
today be able to maintain regular route service if it’ were not for the 
supplemental revenues received from charter service. One: of the 
primary purposes of endorsement of the bill by this association and 
one of the primary purposes of the Commission’s support, according to 
the witness, is to strengthen the existing regular route industry, a great 
many members of which have been “falling by the wayside.” 

Referring to the financial condition. of the motor-bus industry, the 
witness pointed out that regular route operations in many cases, 
particularly on short routes, are being maintained either on a break- 
even basis or on an actual loss basis. Specifically it was stated that 
last year, industrywide figures showed that revenues and expenses 
on regular route operations for the class I carriers of passengers as a 
group were about equal, roughly 40 cents a vehicle mile, Also, that 
charter operations are obviously profitable because buses are ‘usually 
chartered on a profitable basis, due to the protection of the charter 
tariff on file with the Interstate Commerce Commission. 

No witness testified in opposition to the bill. Such absence of 
testimony is not conclusive, of course, because the legislation is 
aimed at stabilizing the existing industry; so existing carriers would 
not oppose it. 

Your committee believes that the existing circumstances in the 
field of common carrier passenger service warrant passage of X. 1459. 
Like the passenger service of railroads, the motor-bus industry is 
suffering from lack of patronage. In the presence of this situation 
and in view of the fact that there is no prospect in the foreseeable 
future that the business of the bus industry will substantially im- 
prove, the committee is of the opinion that future certificates granted 
to allow the performance of charter service should be justified by the 
applicant rather than granted automatically as an incidence of 
authority to render line-haul service on a regular route. 
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Your committee wishes to make it clear, however, that approval 
of the legislation does not mean that the Commission his refuse 
to grant certificates to render charter service when a need for such 
service is shown by a properly qualified applicant. Freezing of the 
present pattern of charter service is deemed to be not in the public 
interest. Your committee has confidence that the Interstate Com. 
merce Commission will administer the revised law on this subject 
with objectivity and due regard for the needs of the public in con. 
sidering future requests for additional charter service, when the req- 
uisite showing of necessity is made. 


IV. AGENCY COMMENTS 


The bill was introduced at the request of the Interstate Commerce 
Commission, and the Chairman of the ICC testified in favor of its 
enactment. The General Accounting Office, the only other agency 
to respond to request for comments on the bill, stated that it had no 
objection to the enactment of S. 1459. 


Vv. CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


INTERSTATE COMMERCE Act, AS AMENDED 


* * * * . * * 


Sec. 208. Terms AND ConpITIONS oF CERTIFICATES— 
7 * * + * * * 


(c) Any common carrier by motor vehicle transporting passengers 
under a certificate issued under this part on or before June 1, 1957, 
may transport in interstate or foreign commerce to any place special 
or chartered parties under such rules and regulations as the‘ Com- 
mission shall have prescribed. 

O 
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AMENDING THE ACT OF AUGUST 14, 1955 (69 STAT. 725) 
June 18, 1957.—Ordered to be printed 


Mr. GotpwatTeEr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany §. 2161] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2161) to amend the act of August 14, 1955 (69 Stat. 
725), having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

The act of August 14, 1955 (Public Law 390, 84th Cong.; 69 Stat. 
725), authorized the Secretary of the Interior to lease any unassigned 
lands on the Colorado River Indian Reservation for a period of 25 

ears for public, religious, educational, recreational, residential, 

Sasa and farming purposes. This authority was limited to a 
2-year period from August 14, 1955, during which time it was con- 
templated that separate legislation would be introduced designed to 
resolve an existing controversy over the title to the reservation land, 
or that an adjudication of the issue would have been made. 

The 1955 act was a temporary expedient intended to meet an im- 
mediate need for leasing, and provided that income received during 
the 2-year period from leases on the area known as the northern 
reserve would be expended for the benefit of the Colorado River 
Indian Tribes and their members in the northern reserve. Income 
received in the same period from leases in the southern reserve is to 
be expended for the development of land in the southern reserve. 
Under present law, all income received after the 2-year period will 
be held in a special account until the beneficial ownership of the land 
has been determined. 


NEED FOR THIS LEGISLATION 


The committee understands that the Indians of the Colorado River 
Reservation have not been able to agree on legislation that would 
settle the ownership question on the reservation, but are now relying 
on claims litigation presently pending before the Indian Claims Com- 
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mission to resolve this issue. It appears unlikely that the Claims 
Commission will reach a decision before the end of this session of the 
Congress, and therefore the Indians have requested that the Seere- 
tary’s authority to make leases be extended for an additional 2-year 
eriod. 

: Favorable consideration of S. 2161 is desirable because the title 
controversy has created substantial doubt about anyone’s authority 
to lease the unassigned lands of the reservation. Moreover, extension 
of the Secretary’s leasing authority will provide for the subjugation 
of the lands by the lessees and the beneficial use of water necessary 
to protect the Indian water rights; further, it will continue to provide 
the Indians with current income with which to sustain tribal opera- 
tions. 

While there is no formal departmental report on S. 2161, the com- 
mittee is advised that, subject to necessary clearances through the 
Bureau of the Budget, the Bureau of Indian Affairs plans to report 
favorably on this legislation. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 2161, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or Auaust 14, 1955 (69 Strat. 725) 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That for a period of [two] 
four years after the date of this Act the Secretary of the Interior is 
authorized to lease any unassigned lands on the Colorado River 
Indian Reservation, Arizona, that were set apart by the United States 
for the Indians of the Colorado River and its tributaries, for public, 
religious, educational, recreational, residential, or business purposes, 
including the development. or utilization of natural resources in con- 
nection with operations under such leases, for grazing purposes, and 
for those farming purposes which require the making of a substantial 
investment in the improvement of the land for the production of 
specialized crops as determined by said Secretary. All leases so 

ranted shall be for a term of not to exceed twenty-five years, exceptin 

eases for grazing purposes, which shall be for a term of not to excee 
ten years. Leases for public, religious, educational, recreational, 
residential, or business purposes with the consent of both parties may 
include provisions authorizing their renewal for an additional term of 
not to exceed twenty-five years, and all leases and renewals shall be 
made under such terms and regulations as may be prescribed by the 
Secretary of the Interior. Income from leases on land in the southern 
reserve, as defined in ordinance numbered 5 of the Colorado River 
Indian Tribes, on land in the northern reserve, as defined by such 
ordinance, and from leases on land on the California side of the 
Colorado River. All income received within [two] four years after 
the date of this Act and prior to determination of the beneficial owner- 
ship of the lands, from leases on land in the northern reserve and lan 
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on the California side of the Colorado River may be expended by the 
Secretary for the benefit of the Colorado River Indian Tribes and 
their members. All income received within [two] four years after 
the date of this Act and prior to determination of the beneficial owner- 
ship of the lands, from leases on land in the southern reserve may be 
expended by the Secretary for the development or improvement of 
any land in the southern reserve. All income received more than 
[two] four years after the date of this Act shall be held in a special 
account until the beneficial ownership of the land on the reservation 
has been determined. All income received after beneficial ownership 
has been determined shall be held in trust for the benefiicial owners 
of the land from which the income was derived and shall be expended 
as otherwise authorized by law. 

Sec. 2. Nothing contained in this Act shall be construed as recog- 
nizing any ownership in the Colorado River Indian Tribes or any 
other Indians or group of Indians, nor shall this Act be taken as 
creating any inference of liability or as impairing or affecting any of 
the defenses of the United States in any litigation now pending before 
the Court of Claims or the Indian Claims Commission. 


O 
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REPEALING SECTION 1157 of TITLE 18 OF THE UNITED 
STATES CODE, AS AMENDED 


June 18, 1957.—Ordered to be printe 


Mr. Morray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3836] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 3836) to repeal section 1157 of title 18 of the 
United States Code, as amended, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE LEGISLATION 


The purpose of H. R. 3836 is to repeal section 1157 of title 18 of the 
United States Code as amended. 

Section 1157 of title 18, originally prohibited the sale or other dis- 
position of livestock issued to or purchased in trust for Indians by the 
United States, without the consent of the superintendent or other 
responsible person in charge of the tribe. 

This statute was amended by section 2 of the act of August 15, 1953 
(67 Stat. 590), in three respects. First, by restricting its applicability 
to livestock acquired with loans from a Federal revolving fund or from 
tribal loan funds that are under the cognizance of the Secretary of the 
Interior, and to livestock issued to Indians as loans repayable ‘‘in 
kind,” and to the issue of all such livestock; second, by limiting its 
applicability until such time as the loan to the individual Indian is 
repaid; ‘and, third, by placing on the purchaser of the livestock the 
burden of ascertaining whether it is subject to an unpaid loan. 

Since the enactment of the act of August 15, 1953, the Bureau of 
Indian Affairs has vigorously pursued a policy of obtaining chattel 
mortgages to secure all outstanding livestock loans, instead of relying 
upon the trust status of the property and the provisions of title 18, 
United States Code, section 1157. The Bureau of Indian Affairs 
reports that since only an insignificant number of outstanding loans 
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are not protected by adequate mortgage security, there is little need 
for retaining the law in the statute books. 

The committee members believe the statute is no longer needed 
and that the purchasers of Indian livestock are placed under undue 
burden by having to ascertain whether the livestock is subject to an 
unpaid loan from the sources memtioned in the statute. Repeal of 
the statute will facilitate livestock purchase and will make it possible 
for stock buyers to deal with Indians on the same basis as they deal 
with non-Indians. 

The executive communication from the Secretary of the Interior 
dated January 3, 1957, and the favorable report of the Bureau of the 
Budget on S. 995, a companion measure to H. R. 3836, introduced by 
Senator Murray, are set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 3, 1957. 
Hon. Ricnarp M. Nrxon, 
President of the Senate, 
Washington, D. C. 

My Dear Mr. PresipEent: Enclosed is a draft of a proposed bill 
to repeal section 1157 of title 18 of the United States Code, as amended, 

It is requested that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

Section 1157 of title 18 of the United States Code, prior to its 
amendment by section 2 of the act of August 15, 1953 (67 Stat. 590), 
prohibited the sale or other disposition of livestock issued to or pur- 
chased in trust for Indians by the United States, without the consent 
of the superintendent or other officer in charge of the tribe. The 
section prescribed a criminal penalty for its violation, and made all 
transactions in violation of the section null and void. 

Section 2 of the act of August 15, 1953 (67 Stat. 590), amended 
title 18, United States Code, section 1157, first, by restricting its 
applicability to livestock acquired with loans from a Federal revolv- 
ing fund or from tribal loan funds that are subject to regulations of 
the Secretary of the Interior, and to livestock issued to Indians as 
loans repayable in kind, and to the issue of all such livestock; second, 
by limiting its applicability until such time as the loan to the indi- 
vidual Indian is repaid; and third, by placing on the purchaser of the 
— the burden of ascertaining whether it is subject to an unpaid 
oan. 

Upon recommending the enactment of the act of August 15, 1953, 
this Department pointed out that the amendment of title 18, United 
States Code, section 1157 as proposed was preferable to a repeal of 
the section because the section provided the only effective protection 
for many Federal and tribal loans to individual Indians that were not 
secured by chattel mortgages. Since that time, however, the Bureau 
of Indian Affairs has vigorously pursued a policy of obtaining chattel 
mortgages to secure all outstanding livestock loans, instead of relying 
upon the trust status of the property and the provisions of title 18, 
United States Code, section 1157, and there now remains only a 
relatively insignificant number of outstanding loans that are not pro- 
tected by adequate mortgage security. Consequently, there is no 
longer a need for retaining the statute on the statute books. 
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Aside from the fact that the statute is no longer needed, its repeal 
is affirmatively desirable because of the burden it places upon pur- 
chasers of Indian livestock to ascertain whether the livestock is sub- 
ject to an unpaid loan from the sources mentioned in the statute. A 
conscientious purchaser must check not only the county mortgage 
records but also the tribal and Indian agency records for that purpose. 
Our experience shows that these increased title examination costs tend 
to depress the sale price of the Indian livestock, and inasmuch as the 
increased costs are not necessary they should not be required. Further- 
more, as long as the statute remains in effect. purchasers of Indian 
livestock will be inclined to follow the old procedure and request 

ermission to sell from the superintendent regardless of the necessity 
or such permission, and the Indians will be regarded as a segregated 
group. ‘The repeal of the statute will make it much easier to persuade 
prospective purchasers of Indian livestock that they may deal with 
Indians on exactly the same basis they deal with non-Indians. 

The Bureau of the Budget has advised that there is no objection to 

the submission of the proposed legislation to the Congress, 
Sincerely yours, 
HatFigtp CHILSON, 
Assistant Secretary of the Interior, 


A BILL To repeal section 1157 of title 18 of the United States Code, as 
amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 1157 of title 18 of 
the United States Code, as amended, is repealed. 
Executive OFrriceE OF THE PRESIDENT, 
BuREAU OF THE BupGst, 
Washington, D. C., March 5, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 995, to repeal 
section 1157 of title 18 of the United States Code, as amended. 

The bill would repeal a section of the United States Code prohibiting 
the purchase of Indian-owned livestock subject to unpaid loans from a 
Federal revolving fund or from tribal loan funds. We understand 
that these procedures are no longer necessary since the majority of 
such loans are now secured by chattel mortgages, and that their 
continuation will tend to depress prices received by the Indians for 
their livestock. 

You are advised that the Bureau of the Budget would have no 
objection to the enactment of S. 995. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing. 
Rules of the Senate, changes in existing law made by the bill (H: R.» 


3836), as reported, are shown as follow (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Section 1157 or Tirte 18 or tHe Unitep Srates Copg 


[Where restricted Indians are in possession or control of livestock 
purchased for or issued to them by the Government, or the increase. 
therefrom, such stock shall not be sold, transferred, mortgaged, or 
otherwise disposed of, except with the consent in writing of the 
superintendent or other officer in charge of the tribe to which the 
owner or possessor of the livestock belongs, and all transactions in 
violation of this provision shall be void. 

[All such livestock so purchased or issued and the increase therefrom 
belonging to restricted Indians and grazed in the Indian country 
shall be branded with the I D or reservation brand of the jurisdiction 
to which the owners of such stock belong, and shall not be removed 
from the Indian country except with the consent in writing of the 
superintendent or other officer in charge of the tribe to which the 
owner or possessor of such livestock belongs, or by order of the 
Secretary of the Army, in connection with the movement of troops. 

[Whoever violates this section by selling or otherwise disposing of 
such stock, purchasing, or otherwise acquiring an interest therein, or 
by removing such stock from the Indian country, shall be fined not 
more than $500 or imprisoned not more than six months, or both: 
[ Provided, That this section shall apply only to livestock purchased 
by or for Indians with funds provided from the revolving leas fund 
established pursuant to the Acts of June 18, 1934 (48 Stat. 984), and 
June 26, 1936 (49 Stat. 1967), as amended and supplemented, or from 
tribal loan funds used under regulations of the Secretary of the 
Interior, and to livestock issued to Indians as loans repayable ‘in 
kind’, and to the increase of all such livestock, and only until such 
time as such loans are repaid: Provided further, That it shall be the 
duty of any purchaser of Indian livestock to use reasonable diligence 
to ascertain that such livestock are not subject to such loans.] 


O 
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AMENDING THE ACT OF AUGUST 24, 1912, AS AMENDED, 
WITH REFERENCE TO EDUCATIONAL LEAVE TO EM- 
PLOYEES OF THE BUREAU OF INDIAN AFFAIRS 


June 18, 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3837] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3837) to amend the act of August 24, 1912, 
as amended, with reference to educational leave to employees of the 
Bureau of Indian Affairs, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 3837, as amended and passed by the House, 
is to amend the act of August 24, 1912 (37 Stat. 519), as amended 
(25 U. S. C. 275), with reference to educational leave to employees 
of the Bureau of Indian Affairs. 

H. R. 3837 amends existing law by extending to teachers in schools 
operated by the Bureau of Indian Affairs, in addition to annual leave, 
a period of time not in excess of 30 working days per calendar year, 
or 60 working days in every alternate year, for attendance at educa- 
tional meetings which are in the interest of Government. No addi- 
tional salary or expense shall be incurred by the Government on 
account of leave under this legislation. 

The committee members believe teachers in Bureau of Indian 
Affairs schools should be encouraged to attend educational summer 
sessions to improve their teaching and supervisory abilities. There 
are presently 365 Indian schools with a total enrollment of approxi- 
mately 43,000 whose teachers would be eligible for the additional 
educational leave proposed by H. R. 3837. It is not known how many 
of the teachers would avail themselves of this opportunity in any 
given year. 
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Although the Department of the Interior in submitting this legisla. 
tion requested that paid educational leave privileges be extended to 
employees other than teachers, the committee agrees with the position 
taken by the House committee that the language submitted by the 
Department does not indicate.satisfactorily the qualifications of the 
persons included as ‘“‘other employees who give instructions.” 

The executive communication dated January 3, 1957, and the report 
of the Bureau of the Budget on S. 997, a companion measure to H. R. 
3837, introduced by Senator Murray, are set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 3, 1957. 
Hon. Ricnarp M. Nrxon, 
President of the Senate, 
Washington, D. C. 

My Dear Mr. Presipent: Enclosed is a draft of a proposed bill 
to amend the act of August 24, 1912, as amended, with reference to 
educational leave to employees of the Bureau of Indian Affairs, 

We recommend that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

The bill amends the existing law with respect to educational leaves 
of absence for employees of the Bureau of Indian Affairs as follows: 
It is extended to employees other than teachers who give instruction 
in schools operated by the Bureau of Indian Affairs; physicians are 
omitted from its provisions; and the computation of educational leave 
is based on a workday rather than a calendar day. 


It is the objective of the Bureau of Indian Affairs in this Department 
to assure educational opportunities to all Indian children of school age. 
Emphasis is given to the enrollment of these children in public schools. 
Where public-school facilities are not available, however, or where the 
children have special educational or vocational needs that cannot be 
met in the public schools, the Bureau operates schools for their benefit. 
There were 365 such schools operated during the school year 1954-55, 
with enrollments of approximately 43,000 children. These schools 
are faced with unique problems because a majority of the children 
come from isolated areas and have had little or no contact with others 
outside their family or reservation groups. Many of the children 
speak little or no English when they enter school. Many of them 
must be taught upon their arrival at school simple matters of personal 
hygiene, as well as the use of electrical and modern conveniences. 
Because of these unique needs the Bureau has employed a number 
of bilingual Indian people who have had some education but are not 
qualified teachers. These persons are for the most part employees 
who work in dormitories i they have daily association with the 
children and who by reason of their daily association directly influence 
the character of the Indian youth. They have not had the technical 
background to know how to deal with behavior problems and their 
usefulness to the Bureau could be greatly aaa if they were given 
the opportunity to enroll in courses in which they will receive trainin 
in matters of guidance and teaching methods. The amendment 0 
the educational leave authorization as proposed is needed to permit 
participation by these employees in educational sessions during the 
school summer vacation periods, 
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The act of August 5, 1954 (68 Stat. 674), transferred the hospital 
and health, program for Indians to the Public-Health Service. Medical 
ersonne! employed for the program were also transferred, and the 
Buresu of Indian Affairs no longer has physicians in its employment. 
Weare informed that the Public Health Service has adequate authority 
to grant educational leave to its medical personnel, and that special 
rovision for doctors assigned to the Indian health program is no 
SGaser necessary. 

The present law allows educational leave for not more than 30 days 
per calendar year or 60 days in every alternate year to permit teachers 
to participate in summer sessions in order that the character of their 
service and their efficiency to the Government may be maintained and 
improved. ‘The purpose of the law is to permit full participation of 
employees in the sources offered in their professions in the various 
colleges and universities. Most summer sessions in colleges and uni- 
versities extend over a period of 6 weeks, and instruction is normally 
given on a 5-day week basis. In order to permit the completion of 
such courses and in order to conform the method of computing educa- 
tional leave to the method of computing annual leave, it is desirable 
that educational leave be computed on a workday basis, and the bill 
so provides. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of the proposed legislation to the Congress. 

Sincerely yours, 
IATFIELD CHILSON, 
Assistant Secretary of the Interior. 


EXEcUuTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., March 5, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, 
Senate Office Building, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 997, to amend 
the act of August 24, 1912, as amended, with reference to educational 
leave to employees of the Bureau of Indian Affairs. 

The bill would extend present paid educational leave privileges to 
employees other than teachers who give instruction in Indian schools, 
increase the maximum amount of such leave from 30 calendar days 
to 30 workdays annually, and delete an obsolete reference to physicians 
contained in the current authorization. 

The provisions of the bill extending paid educational leave to persons 
other than teachers is intended to cover dormitory attendants who in 
the Indian school system must often be prepared to give instruction in 
English, simple matters of personal hygiene, and the use of electrical 
and other modern conveniences. 

In response to our request for its views on this legislation, the Civil 
Service Commission indicates that it has no objection to the enactment 
of these provisions. 
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You are advised that the Bureau of the Budget would have no 
objection to the enactment of S. 997. 
Sincerely yours, 
Rosert E. Merriam, 
Assistant Director, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (H. R. 
3837), as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Proviso or THE Act or Auaust 24, 1912 (37 Star. 519, 25 U.S. C, 
275), AS AMENDED BY THE AcT or AuaustT 24, 1922 (42 Star, 829, 
25 U.S. C. 275) anp By THE Act or May 8, 1928 (45 Stat. 493, 
25 U.S. C. 275) 


[Provided, That hereafter teachers of the Indian schools and 
physicians of the Indian Service may be allowed, in addition to 
annual leave, educational leave not to exceed thirty days per calendar 
year, or sixty days in every alternate year, for attendance at educa- 
tional gatherings, conventions, institutions, or training schools, if 
the interest of the service require, and under such regulations as the 
Secretary of the Interior may prescribe, and no additional salary or 
expense on account of this leave of absence shall be incurred.]  Pro- 
vided, That hereafter teachers in schools operated by the Bureau of Indian 
Affairs may be allowed—in addition to annual leave, educational leave 
not to exceed thirty workdays per calendar year, or sixty workdays in 
every alternate year, for attendance at educational gatherings, conventions, 
institutions, or training schools, if the interest of the Government requires, 
under such regulations as the Secretary of the Interior may prescribe; 
and no additional salary or expense on account of such leave of absence 
shall be incurred. 

O 
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AMENDING THE LAW WITH RESPECT TO THE RECOUPMENT OF 
FUNDS EXPENDED IN COOPERATION WITH THE SCHOOL BOARD 
OF KLAMATH COUNTY, OREG., BECAUSE OF THE ATTENDANCE 
OF INDIAN CHILDREN 


JUNE 18, 1957.—Ordered to be printed 


Mr. NevBerGeRr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 1894] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1894) to amend the law with respect to the recoup- 
ment of funds expended in cooperation with the school board of 
Klamath County, Oreg., because of the attendance of Indian children, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 1894, introduced by Senator Neuberger, is to 
amend the Klamath Termination Act of August 13, 1954 (68 Stat. 
718, 723), with respect to the recoupment of funds expended in 
cooperation with the school board of Klamath County, Oreg., because 
of the attendance of Indian schoolchildren. The goal of the reported 
legislation is in keeping with a series of statutes, the last of which was 
the act of August 1, 1955 (69 Stat. 432), which provided for recoup- 
ment of funds to all other school districts that were recipients of funds 
during the period between 1935 and 1949. During that 14-year 
period the Federal policy provided for extension of financial assistance 
to public-school districts containing nontaxable Indian lands; this 
was accomplished through enactment of a series of special statutes 
which authorized the expenditure of Federal funds and required such 
funds to be recouped over a 30-year period through reduction of the 
annual Federal tuition payments for the education of Indian pupils 
enrolled in the public schools attended. 

The repeal provision for Klamath County was part of the general 
termination of Federal trust responsibilities for the Klamath Indians 
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and the effective date of the repeal provision was to be “the first day 
of the. fiscal. year, beginning after the date of the proclamation” 
declaring that the Federal trust has been terminated. . Since the 
enactment of the Klamath Termination Act of 1954, the State of 
Oregon has elected to come under the provisions of Public Law 874, 
8ist Congress, beginning on July 1, 1957. Unless this legislation is 
enacted and the recoupment obligation of Klamath County is repealed 
as of that date, the county will continue to be subject to the recoup- 
ment obligation. 

The committee members feel that since the recoupment obligation 
of all other school districts has become effective similar legislation 
should be enacted in the case of Klamath County. 

The executive communication of the Department of the Interior, 
dated March 22, 1957, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 22, 1957. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, 
Washington 25, D. C. 


Dear Mr. Presipent: Enclosed herewith is a draft of a proposed 
bill to amend the law with respect to the recoupment of funds expended 
in cooperation with the sehool board of Klamath County, Oreg., 
because of the attendance of Indian children, and for other purposes. 

We recommend that the bill be referred to the appropriate com- 
mittee for consideration, and we recommend that it be enacted. 

Between 1935 and 1949 it was the Federal policy to extend financial 
assistance to public-school districts that contained nontaxable Indian 
land by a series of special statutes that autnorized the expenditure 
of the Federal funds and required them to be recouped over a 30-year 
period by reducing the annual Federal tuition payments for the educa- 
tion of Indian pupils enrolled in the public schools affected. In 
practice, the school districts complied with this recoupment require- 
ment by using Federal funds furnished under Johnson-O’ Malley Act 
contracts to defray part of the operating costs of schools attended by 
Indian children. The recoupment was thus in effect only a Federal 
bookkeeping transaction. 

The Federal policy relating to financial assistance for school con- 
struction in areas affected by Federal activities was changed by the 
enactment of Public Law 815, 81st Congress, and the recoupment 
requirements in the series of special Indian statutes were subsequently 
repealed. The repeals were effected by the act of August 31, 1954 
(68 Stat. 999), which related to school districts in Minnesota, by the 
act of August 13, 1954 (68 Stat. 718), which related to Klamath 
County, Oreg., and by the act of August 1, 1955 (69 Stat. 432), which 
covered all other school districts that were subject to the recoupment 
requirement. 

he repeal provision for Klamath County, however, was a part of 
act that provided for a general termination of Federal trust respon- 
sibilities for the Klamath Reservation Indians, and the effective date 
of the repeal provision was specified to be “the first day of the fiscal 
year beginning after the date of the proclamation” declaring that the 
‘ederal trust relationship has terminated. This effective date was 
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selected because of the expectation that Johnson-O’Malley contract 
payments would continue to be available to the county until that 

te. 
— facts have changed, however, because by letters dated October 
16 and October 17, 1956, addressed to the Commissioner of Education, 
Department of Health, Education, and Welfare, and to the Secretary 
of the Interior, respectively, the Governor of Oregon elected for the 
State to come under section 10 of Public Law 874, 81st Congress, 
beginning July 1, 1957. That election makes the State ineligible for 
Johnson-O’ Malley contract payments after that date. Consequently, 
unless the recoupment obligation of Klamath County is repealed as 
of that date the county will continue to be subject to the recoupment 
obligation, without any Johnson-O’Malley contract funds with 
which to make the payments, until the end of the fiscal year in which 
the Federal trust is terminated. Under present law that will be the 
fiscal year ending June 30, 1959. 

Inasmuch as the repeal of the recoupment obligation of all other 
school districts is already effective, the effective date of the repeal 
provision with respect. to Klamath County should be changed to 
coincide with the ending of the Johnson-O’ Malley contract payments 
to the State of Oregon regardless of the program for terminating 
Federal trust responsibilities at the Klamath Indian Reservation. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 


A BILL To amend the law with respect to the recoupment of funds expended 
in cooperation with the school board of Klamath County, Oregon, because 
of the attendance of Indian children, and for other purposes, 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 24 of the Act 
of August 13, 1954 (78 Stat. 718, 723), is amended by deleting “‘Effec- 
tive on the first day of the fiscal year beginning after the date of the 
proclamation provided for in section 18 of this Act” and: by inserting 
in lieu thereof ‘Effective on July 1, 1957’. 

The Bureau of Indian Affairs has furnished the committee with a 
meee schedule showing the obligation of the Klamath County 
school board, and the schedule is attached and made a part of this 
report as follows: 
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Repayment schedule Chiloquin School (S. 1894) 
_——— sw 












Recoupment 
B 
Fiscal year wince et 
LL 
I dink cote cs wtdiigetly eabpctieyeettigde san asnics teabhe nish aecaimtnbeminsied ed 
Seth sadeddadeubidecapeeeckeuiiadtlbhebedaeernae $5, 000 $9, 500 a 
1952 5, 000 9, 350 140, 000 
1953 5, 000 9, 200 135, 000 
1954 5, 000 9, 050 130, 000 
1955 5, 000 8, 900 125, 000 
1956 5, 000 8, 750 120, 000 
1957 5, 000 8, 600 115,000 
Tee cade 5, 000 8, 450 110, 000 
| EOE ERY ORNL LSE 5,000 8, 150 105, 000 
Summary: 
TOUR Chtotighh BOBT sc nnk 5 cctenepocsscedisin- 35, 000 63, 350 115, 000 
NE ine in ten cpecimidenin 45, 000 79, 950 105, 000 





CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 1894) 
as reported, are shown as follows (existing law proposed to be omitt 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or August 13, 1954 (68 Start. 718, 723) 


That the purpose of this Act is to provide for the termination of 
Federal supervision over the trust and restricted property of the Kla- 
math Tribe of Indians consisting of the Klamath and Modoc Tribes 
and the Yahooskin Band of Snake Indians, and of the individual 
members thereof, for the disposition of federally owned property 
acquired or withdrawn for the administration of the affairs of said 
Indians, and for a termination of Federal services furnished such 
Indians because of their status as Indians. 

* * * * * * * 


Src. 24. All Acts or parts of Acts inconsistent with this Act are 
hereby repealed insofar as they affect the tribe or its members. 
[Effective on the first day of the fiscal year beginning after the date 
of the proclamation provided for in section 18 of this Act] Effective 
on July 1, 1957, section 2 of the Act of August 19, 1949 (63 Stat. 621, 
ch. 468) shall become inapplicable to the unrecouped balance of funds 
expended in cooperation with the school board of Klamath County, 
Oregon, pursuant to said Act. 

* * : * 7 ~ s 
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AUTHORIZING THE TRANSFER OF THE COYOTE VALLEY 
INDIAN RANCHERIA TO THE SECRETARY OF THE 
ARMY 


June 8, 1957.—Ordered to be printed 


Mr. NevBeranr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 6692] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6692) to authorize the transfer of the Coyote 
Valley Indian Rancheria to the Secretary of the Army, and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 6692, as passed by the House, has a twofold purpose. First, 
it terminates Federal supervision over some of the members of the 
Coyote Valley Indian Rancheria in California and, secondly, it 
provides for the transfer, with adequate compensation being paid to 
the Indians of the rancheria for the land and improvements, to the 
eery of the Army for use in connection with the Coyote Valley 

am. 

The Coyote Valley Rancheria consists of approximately 100 acres 
held by the Secretary of the Interior for the benefit of Indians living 
thereon. The acreage involved was acquired by the Secretary of the 
Interior under the authority of the acts of June 21, 1906 (34 Stat. 325, 
333), and April 30, 1908 (35 Stat. 70, 76), which authorized the pur- 
chase of the land for the use of certain California Indians and the 
construction thereon of improvements necessary for the use of the land. 

The Coyote Valley Rancheria is within the area required for the 
Coyote Valley Dam which is being constructed as part of the Russian 
River Dam and Reservoir project, California, as authorized by the 
Flood Control Act of May 17, 1950 (64 Stat. 163, 177). 

Following lengthy discussions between the Indians concerned and 
the Corps of Engineers representatives on the appraisal made in 
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accordance with departmental procedures, the fair value was agreed 
to be $32,500 for the land and $21,500 for the improvements. The 
$54,000 will be charged against the project. 

The nine assignees of land of the Coyote Valley Rancheria are in ful] 
accord with the specifications of H. R. 6692, and each has signed 
statement agreeing to accept his portion of the total sum to be paid for 
land. 

Section 2 provides that reimbursable indebtedness amounting to 
$1,885.90 for the cost of the domestic water system and the operation 
and maintenance thereof are to be canceled. 

Upon enactment of H. R. 6692, Federal supervision over the affairs 
of Coyote Valley Indian Rancheria shall be terminated since this 100 
acres to be transferred is the entire acreage of the rancheria. 

The departmental representative advised that while this bill wag 
being considered in the House committee that the committee asked 
if this represented termination for these Indians. The committee was 
advised that the Indians understood that final action on this bill would 
terminate Federal supervision over the Coyote Valley Indian Ranche- 
ria as well as the Indians having assignments on this reservation. The 
departmental representative advised the Senate subcommittee that it 
has now learned that several of the assignees at Coyote Valley were 
living on the Pinoleville Rancheria and had supplemental assignments 
at Coyote Valley in order to round out their economic units. This 
legislation will terminate Federal supervision over the lands at Coyote 
Valley and for those Indians who have assignments only on this 
rancheria. However, it will not terminate assignments on the Pinole- 
ville Rancheria of those few;who have assignments on both rancherias, 
It is proposed to terminate these Indians under separate legislation 
which will affect Pinoleville. 

The bill also provides that the proceeds from any sale or condemna- 
tion pursuant to this act shall not be taxable or subject to any lien, 
except for debts owed to the United States or to Indian organizations 
indebted to the United States. 

The favorable reports from the Secretary of the Army and the 
Secretary of the Interior dated May 2, 1957, and May 1, 1957, respee- 
tively, are as follows: 

DEPARTMENT OF THE ARMY, 
Washington, D. C., May 2, 1957. 
Hon. Criatr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. Cuarrman: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 6692, 
85th Congress, a bill to authorize the transfer of the Coyote Valley 
Indian Rancheria to the Secretary of the Army, and for other purposes. 

The purpose of the bill’is to transfer approximately 100 acres of 
land, held by the Secretary of the Interior for the benefit of certain 
Indians in California, to the Secretary of the Army for use in connec- 
tion with the Coyote Valley Dam. The sum of $54,000, representing 
the appraised value of land and improvements, would be transferred 
to the Secretary of the Interior by the Corps of Engineers for distribu- 
tion among the Indians who have assignments on the land. —_ 

The Department of the Army favors the purpose of this bill but 
suggests that it be amended in the manner set forth in this report. 
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The land described in H. R. 6692 is within the area required for the 
Coyote Valley Dam which is being constructed as part of the Russian 
River Dam and Reservoir project, California, as authorized by the 
Flood Control Act of May 17, 1950 (64 Stat. 163, 177). The 100 acres 
involved were acquired by the Secretary of the Interior under the 
authority of the acts of June 21, 1906 (34 Stat. 325, 333), and April 
30, 1908 (35 Stat. 70, 76), which authorized the purchase of land for 
the use of certain California Indians and the construction thereon of 
improvements necessary for the use of the land. 

Development of the Russian River Dam and Reservoir project 
contemplates that clearing operations for the reservoir area will be 
jnitiated during the summer of 1957 with the possibility that a portion 
of the reservoir basin will be temporarily flooded next winter. It is, 
therefore, necessary at the earliest possible date to obtain a transfer 
to the Department of the Army of administrative jurisdiction over 
the lands involved. Lands and improvements involved have been 
appraised in accordance with departmental procedures, which indicate 
that $54,000 represents fair value, based on $21,500 for the improve- 
ments and $32,500 as the value of the land. Under the bill this sum 
would be distributed by the Secretary of the Interior to each Indian 
assignee based on the appraised value of each individual assignment 
with the remainder, representing the value of the unassigned portion, 
to be distributed equally among all the assignees. 

While the Department of the Army agrees in the principle that the 
$54,000 involved should be charged against the project requiring the 
use of the area, no comment is offered concerning the proposed dis- 
tribution of the fund. It is suggested that the Secretary of the In- 
terior is in a better position to advise the committee concerning this 
aspect of the measure. 

Since the act of May 17, 1950, referred to above, approved a plan 
for fiood control, water conservation, and related purposes in the 
Russian River Basin, Calif., it is recommended that, if the committee 
gives favorable consideration to this bill, it be amended by inserting 
in line 9, page 1, and in line 23, page 2, after the term ‘Coyote Valley 
Dam,” the following: “of the Russian River Basin project, California.” 

Enactment of this legislation will not affect the budgetary require- 
ments of the Department of the Army since the value of the land 
and improvements involved in H. R. 6692 has previously been con- 
sidered in connection with the Russian River Dam and Reservoir 
project. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Witser M. Brucker, 


Secretary of the Army. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C.; May 1; 1967. 
Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C, 

Dear Mr. Encie: Your committee has requested a report on 
H. R. 6692, a bill to authorize the transfer of the Coyote Valley 
Indian Rancheria to the Secretary of the Army, and for other purposes, 

We recommend that the bill be enacted. 

The bill transfers approximately 100 acres of land and the improve. 
ments thereon from the Secretary of the Interior to the Secretary of 
the Army, and authorizes the transfer of $54,000 from the appropria- 
tion available to the Corps of Engineers for the construction of the 
Coyote Valley Dam to the Secretary of the Interior for distribution 
among the Indians who have assignments on the land: Section 2 of 
the bill cancels the reimbursable indebtedness charged by the United 
States against the land and the improvements thereon. 

The land in question was acquired by deed dated May 14, 1909, 
for a consideration of $2,484.80, with funds appropriated by the acts 
of June 21, 1906 (34 Stat. 325, 333), and April 30, 1908 (35 Stat. 70, 
76), which appropriated $100,000 and $50,000, respectively, for the 
purchase of land for landless Indians in California. Title to these 
lands was taken in the name of the United States of America, but not 
in trust for any particular Indians. The cost of the land was used as 
a setoff against the judgment obtained by the Indians of California 
in the action entitled “Indians of California v. United States (102 Ct. 
Cls. 837).” 

Prior to 1938 the rancheria was occupied by only one Indian. 
Between 1938 and 1940, four Indian families built homes on house- 
lot assignments made by the superintendent of the Sacramento Indian 
Agency. One house burned about 1946 and was not rebuilt. The 
remaining three houses are presently occupied by the assignees and 
members of their families. The remaining improvements are ap- 
praised at $19,500. 

From 1945 to 1947, 8 field assignments of approximately 8 acres 
each was approved by the superintendent of the Sacramento Indian 
Agency. ‘Two of the field assignments have been subjugated and 
planted to grapes and now support well-cared-for producing vine- 
yards. The only improvements on the other field assignments con- 
sist of a limited amount of clearing and some fencing. The unassigned 
or community land consists of 1 field lot containing 7.70 acres of land. 

The proposed termination program for the Indian rancherias in 
California provides for the transfer of land acquired in this manner to 
the Indians who hold assignments on each rancheria, the unassigned 
land to be sold or otherwise disposed of for the benefit of such assignees. 
As the present assignees are the only Indians who have been desig- 
nated by the Secretary of the Interior or his authorized representative 
to be located upon the Coyote Valley Rancheria, and as they have 
occupied, improved, and used the property, they, as a matter of equity, 
should receive the appraised value of the property when it is taken by 
the Department of the Army. ‘The assignees have been interviewed 
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regarding the proposed taking and the plan for compensating them, 
and are satisfied with the proposal. 

The Corps of Enginers has authority to acquire the Indian interests 
in the land in connection with the Russian River Reservoir project, 
and originally proposed to do so through condemnation proceedings. 
If condemnation proceedings should be instituted, however, it is un- 
certain whether the Indians who hold assignments would get the 
appraised value of both the land and the improvements, or whether 
they would get only the value of the improvements—the value of 
the land going either to the judgment fund of the Indians of California 
because of the setoff, or to the miscellaneous receipts of the Treasury 
of the United States because the Indians hold assignments rather than 
trust titles. As the present assignees are the only Indians of Cali- 
fornia who have been assigned land on the rancheria and have im- 

roved and made beneficial use of the land, they should receive the 

full appraised value of their assignments and the improvements 
thereon in order that they may finance their relocation elsewhere. 
This legislation is necessary to assure that result. 

The records of the Bureau of Indian Affairs indicate that the pres- 
ent outstanding reimbursable indebtedness assessed against the prop- 
erty consists of $1,885.90, for the cost of the water system for domestic 
purposes and garden tracts, comprising $1,415.50 irrigation construc- 
tion charges and $470.40 operation and maintenance charges. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of the proposed report to the Congress. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H. R. 6692. 
O 
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FOR THE ESTABLISHMENT OF A NATIONAL OUTDOOR RECREA- 
TION RESOURCES REVIEW COMMISSION TO STUDY THE OUT- 
DOOR RECREATION RESOURCES OF THE PUBLIC LANDS AND 
OTHER LAND AND WATER AREAS OF THE UNITED STATES 


June 19, 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 846] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 846) to establish a National Outdoor Recreation 
Resources Review Commission to study the outdoor recreation 
resources of the public lands and other land and water areas of the 
United States, having considered the same, report favorably thereon 
with the following amendments, and with the recommendation that 
the bill, as amended, do pass. 

The amendments are as follows: 

On page 1, line 3, strike out “and develop for the’’, and insert in 
lieu thereof a comma and the words ‘‘develop, and assure accessibility 
to all’. 

This revision inserts the words “assure accessibility” to make clear 
that the Commission may look into fees and other conditions under 
which recreational facilities are to be operated, to assure that such 
facilities are both geographically and economically within reach of all 
citizens. 

On page 4, line 22, strike out ‘“‘each Federal agency”, and insert in 
lieu thereof ‘‘the Secretary of each Federal department or head of any 
independent agency which includes an agency or agencies’. 

On page 4, line 24, after the word “‘and’’ insert the words “he shall 
appoint for’. 

On page 4, line 24, strike out the word “shall’’. 

On page 5, line 1, strike out the word “appoint,’’. 

These amendments place the responsibility for appointment. of 
agency liaison officers, who are also to serve on an advisory council, 
with the heads of the executive department and independent agencies, 
rather than delegating that responsibility to the subordinate agency 
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itself, thus assuring representation in Commission affairs for heads of 
departments. 

On page 5, line 19, after the word “all” insert “agencies and groups 
whose assistance in accomplishing the purposes of this Act will 
required in arriving at sound methods and”’. 

This amendment reinserts in the bill language in the original draft 
which was omitted in the printing. 

On page 7, line 10, strike out the period after the word “Congress”, 
insert a comma and the following: ‘‘and shall cease to exist not later 
than one year thereafter.” 

This amendment provides for a definite time, as suggested by the 
Bureau of the Budget, for the Commission to cease to exist. 

On page 7, line 14, after the word ““Commission”’ insert a comma and 
the words ‘‘on its own initiative or’’. 

This amendment authorizes the Commission to direct the attention 
of the President and Congress to any situation it might discover which 
appears to call for seumaliets action. 

On page 7, line 21, after the word “States,” insert the words “and 
to transfer necessary funds to Federal agencies,” 

On page 7, line 23, after the word “States,” insert the words “or 
Federal agencies,’’. 

These revisions make it possible for the Commission to pay or share 
in the expense incurred by executive agencies in doing work for the 
Commission in instances where the agencies themselves do not have 
the necessary funds to undertake the work. 

On page 8, line 18, after the word “expended”’ strike out the words 
“but not later than June 30, 1960’. 

This amendment makes funds available to the Commission until it 
goes out of existence 1 year after making its final report. 

An amendment to permit executive agencies to reserve lands for 
recreation pending report of the Commission has been suggested and 
considered. However, it appears that both the Department of Agri- 
culture and Department of the Interior already have sufficient au- 
thority to make such reservations, and the amendment would be 
unnecessary. 


’ 


PURPOSE OF THE BILL 


There has been a phenomenal increase in the use of outdoor recrea- 
tion resources in the past decade. 

More than an increase in population is involved. Increased national 
product and personal incomes have made it possible for more people 
to afford outings. Shorter working schedules resulting from technolog- 
ical advances in industry and services have given more people more 
leisure time. Improved transportation facilities—highways, stream- 
liners, and airplanes—have made it possible for people to reach distant 
attractions much more readily, and to enjoy the spiritual, cultural, 
and physical benefits of the outdoors. 

Typical of the increased demand on facilities is the experience of the 
national forests. Their use tripled in 20 years from 1926 until 1946— 
from 6 to 18 millions. Their use nearly tripled again in the 10-year 
period between 1946 and 1956—from 18 to 53 millions. Attendance 
at some of our most popular national parks has increased until serious 
problems of handling traffic have arisen and may become virtually 
unsolvable, in keeping with the purposes of the park areas, in 
years ahead at current rates of increase. 
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National park attendance, fishing and hunting licenses issued by 
the States, and all other indexes reflect the spectacular increase in 
the outdoor recreation activities of American citizens. 

The construction of the 41,000-mile national superhighway system 
authorized by Congress last year can further add to the rate of the 
upswing. : . ; 

Concurrent with the increase in demand on outdoor recreation 
facilities, there is a lessening of some of the resources available to the 
public. “A recent. survey shows, for example, that only 240 miles of 
the 3,700-mile Atlantic seashore is still open to the general public and 
approximately 200 miles of this total are in the Cape Hatteras and 
Acadia National Parks in North Carolina and Maine. Other areas of 
outstanding recreational value in the public domain are presently 
subject to disposition without regard to their usefulness in meeting 
the mounting recreational demand. 


PROVISIONS OF THE BILL 


Section 1 of the bill states its basic purpose to preserve, develop, 
and assure accessibility to all American citizens, in the present and 
future, of adequate outdoor recreational facilities by determining 
future needs, obtaining comprehensive information on available 
resources, and making recommendations to the President and Con- 
gress on meeting proper goals. 

Section 2 contains définitions. 

Section 3 provides for a bipartisan commission of 15 members, 
including 2 majority and 2 minority members each of the Senate and 
House Interior Committees and 7 citizens appointed by the President 
of the United States. 

Section 4 authorizes the Commission to establish headquarters in 
the District of Columbia, to employ necessary personnel, and to call 
on the Secretaries of executive departments and heads of independent 
agencies with direct interest and responsibility for any phase of 
outdoor recreation to appoint liaison officers from each such agency. 

Section 5 establishes an advisory council including the liaison 
officers from Federal agencies appointed by the heads of departments, 
plus 25 representatives of State and municipal agencies, commercial 
interests, and private organizations working in the field of outdoor 
recreation. ‘The section defines the Advisory Council’s functions and 
provides for its meetings. 

Section 6 outlines the duties of the Commission and requires a 
final report by December 31, 1959, the Commission to go out of 
existence within the subsequent year. The report is to include 
data on outdoor recreation requirements indicated for 1976 and the 
year 2000, together with the recommendations of the Commission 
on meeting them. It authorizes the Commission to hold public 
hearings and arrange with Federal, State, and other public and 
private agencies to conduct studies and surveys for it at Commission 
expense. 

Section 7 directs the Commission to recognize the responsibility of 
government at all levels for outdoor recreation resources, to recognize 
that lands, forests, water areas, rangelands, wetlands, wildlife and 
other resources serving economic purposes also have varying degrees 
of recreational value and that sound planning of resource utilization 
must include coordination and integration of all such multiple uses. 
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Section 8 authorizes necessary appropriations for the Commission 
which shall remain available until expended. 
Section 9 designates the act as the “Outdoor Recreation Resources 
Review Act.” 
WIDE SUPPORT FOR BILL 


Hearings on S. 846 were held May 15 by the Interior and Insular 
Affairs Committee and it was given vigorous bipartisan support by 
Members of the Senate, individuals, and many conservation organi. 
zations. 

The Departments of Interior and Agriculture approved the bill, with 
suggested amendments. The Bureau of the Budget made no objection, 

Only 1 witness and 1 communication questioned the wisdom of 
the bill, in both instances on grounds that it was not needed because 
of provisions of the act of June 23, 1936, authorizing the Secretary 
of the Interior— 


to make a comprehensive study of the public park, parkway, 
and recreational area facilities of the United States, and of 
the several States and subdivisions thereof, and of the lands 
throughout the United States which are or may be chiefly 
valuable as such areas. 


The 1936 act specifically exempts lands under the jurisdiction of 
the Department of Agriculture. It does not provide for the compre- 
hensive inventory, projections, planning, and recommendations for 
the future envisioned in 8. 846. The statement of Mr. Conrad Wirth, 
Chief of the National Park Service, for the Department of the Inter- 
ior, expressed ‘“‘complete sympathy” with the comprehensive survey 
approach being considered by this committee. Edward C, Crafts, 
Assistant Chief of the Forest Service in the Department of Agriculture, 
who advised the committee of his Service’s Operation Outdoors and 
studies of increased recreational use of the forests, testified: 


However, Operation Outdoors and similar studies would 
not in the judgment of the Department take the place of the 
overall inventory, long-range projected needs, and recom- 
mendations that would be prepared by the Outdoor Recrea- 
tion Resources Review Commission. 


The need for a comprehensive national outdoor recreation policy 
and plan has been recognized for many years. 

The act of June 23, 1936, the Interior Department’s recreation 
study of 1941, and the Water Resources Policy Commission report of 
December 1950, quoted in our hearings, have, among other docu- 
ments or acts, pointed up the need for definitive policies and plans. 

The record indicates that 16 agencies in the Federal Government 
deal with recreation, and that numerous studies have been and are 
being made of segments of the problem, including reports covering 
seashores, lakeshores, river basins, national park use and needs, 
Federal forest use and need. But the need for a comprehensive study, 
which inventories the situation reflected partially by these segments 
and proposes adequate common policies, plans, and goals, is greatly 
needed. 

Such a study’can mean large economies to government in the future. 
Cost of purchasing a single valuable recreation site, now in Govern- 
ment ownership but subject to disposal without regard to recreation 
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values, might easily be several times the cost of an inventory today 
which would lead to retention of the property by the Government. 

The National Park Service reports an instance in which it was 
offered a 30-mile stretch of seashore recommended for recreation and 
wildlife protection in 1935 for $260,000 or about $9,000 per mile. 
Since then, most of the stretch has been subdivided and the remainder 
is priced at $110,000 per mile, an increase in the price of 1,100 percent 
in 20 years. 

A National Outdoor Recreation Resources Review Commission can 
provide foresight on the problem needed in the interest both of citizen 
welfare and economy. 

The reports of the Department of the Interior, the Department of 
Agriculture, and the Bureau of the Budget follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 18, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

Dear Senator Murray: Your committee has requested a report 
on S. 846, for the establishment of a National Outdoor Recreation 
Resources Review Commission to study the outdoor recreation re- 
sources of the public lands and other land and water areas of the United 
States, and for other purposes. 

We favor the enactment of this proposed legislation. 

This proposed legislation would establish a commission for the 
purpose of preserving and developing for the American people of 
present and future generations such quality and quantity of outdoor 
recreation resources as will be necessary and desirable for individual 
enjoyment, and to assure the spiritual, cultural, and physical benefits 
that such outdoor recreation provides. The Commission would con- 
sist of 15 members, as provided by section 3 of the bill. 

An advisory council would be established also, consisting of liaison 
officers representing individual Federal agencies having a direct 
interest and responsibility in outdoor recreation, as well as 25 addi- 
tional members from various major geographical areas and citizen 
interest groups. The functions of the Advisory Council would be to 
advise and counsel the Commission in the development of ways, 
means, and procedures whereby maximum cooperation may be ob- 
tained from all criteria for evaluating outdoor recreation resources 
data assembled, and otherwise to advise and assist the Commission 
in carrying out the purposes of the act. 

The functions and responsibilities of the Commission are set forth 
in section 6 of the bill. Subsection (a) of section 6 would require the 
Commission to proceed as soon as practicable to set in motion a 
nationwide inventory and evaluation of outdoor recreation resources 
and opportunities, directly and through Federal agencies, the States, 
and iain organizations and groups, utilizing to the fullest extent 
possible such studies, data, and reports previously prepared or con- 
currently in process by Federal agencies, States, private organizations, 
groups, and others. 

_. Subsection (b) of section 6, in our opinion, contains provisions that, 
if carried out effectively, should prove to be of great public benefit in 
thefuture. This subsection Would require the Commission to compile 
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the data prescribed by subsection (a) and, in the light of such data 
and of the information available concerning trends in population 
leisure, transportation, and other factors, to determine the amount, 
kind, quality, and location of such outdoor recreation resources and 
opportunities as will be required by the year 1976 and the year 2000, 
The Commission would be required, pursuant to this subsection also 
to recommend what policies should best be adopted and what programs 
should be initiated at each level of government, and by private 
organizations and other citizen groups and interests, in order to meet 
future requirements. 

Subsection (c) of section 6 of the bill would require the Commission 
to present its report to the President and to the Congress not later 
than December 31, 1959. Such report would contain a compilation 
of data to be assembled by the Commission as well as the Commission’s 
recommendations on a State-by-State, region-by-region, and national 
basis. This data and recommendations would be presented in such 
form as to make them of maximum value to the States and would 
include recommendations whereby the review may effectively be kept 
current in the future. 

We believe this proposal is commendable in that it sets forth a 
definite objective with clear-cut responsibilities for the Commission 
to follow. Establishment of this Commission, as set forth in this 

roposed legislation, will complement and assist the efforts of this 
Dapavcasink in the outdoor recreation field. As the Federal Depart- 
ment charged with the responsibility for administration of the na- 
tional park system, as well as various other types of Federal reserva- 
tions and properties that serve the general public for recreation 
purposes, we are very much interested in a review program of this 
type. As many of our public-spirited conservation organizations have 
expressed themselves, we should know clearly where we are going in 
this field of outdoor recreation as well as in the fields of business 
and industry. We believe the establishment of this Commission 
should promote that objective. 

We believe the objectives of this proposal are particularly com- 
mendable with regard to those forms of public recreation that involve 
actual public use of recreation resources. In recent years, however, 
there has developed more and more an appreciation of the natural and 
scenic beauty, and the wilderness areas that are a part of our national 
heritage. We suggest, therefore, that recognition of this phase of 
outdoor recreation and appreciation be set forth with more emphasis 
in the bill. We suggest an amendment hereafter for this purpose. 

This Department has been aware for some time of the need for @ 
well-rounded survey of all of the Nation’s outdoor recreation resources. 
Our National Park Mission 66 program reflects our concern regarding 
these matters. With the tremendous growth in our Nation’s economy, 
population, and with increased leisure time available to our people, 
the need for this type of review is apparent. Such a review is neces- 
sary in order to obtain all of the essential facts needed to plan wisely 
for the future welfare and benefit of our citizens. 

Such a survey is desirable to assure that important recreation areas 
and values are preserved, whether such areas and values are so-called 
wilderness areas or whether they are local park areas. A survey of 
this type, if it is to be of lasting value, in our opinion should be con- 
ducted objectively and without preconceived ideas regarding the 
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outcome thereof. We shall cooperate fully in this undertaking in the 
event that it is authorized by the Congress. 

This Department is prepared to assist the proposed Commission in 
its study because of activities that we have undertaken through one 
of our agencies, the National Park Service. Pursuant to the act of 
June 23, 1936 (49 Stat. 1894), we have made studies, in cooperation 
with the States and other Federal agencies, of outdoor recreation areas 
and opportunities for the people of the United States. Under the 
authority contained in the act of 1936, we have rendered a considerable 
amount of advisory assistance to the various States at their request. 
We plan to continue our activities in this field pursuant to the act of 
1936, and our Mission 66 program. We believe these activities will 
be of assistance to the independent Commission that would be author- 
ized by this proposed legislation. 

Similarly, we believe the final report of the Commission should assist 
this Department in carrying out its functions more efficiently and in 
providing for future needs of our people. In this connection, it should 
be noted that this Department has long been charged by statute with 
basic responsibility in the field of recreational management. Our re- 
sponsibility for management of some 180 areas of the national park 
system is one important phase of our activity in this field. We ad- 
minister also certain other areas, such as the national wildlife refuges, 
that are of much recreational significance. We administer also the 
recreational facilities at some 140 reservoirs, Certain of these reser- 
voir facilities are operated by State and local interests in accordance 
with cooperative agreements and we find this procedure to be effective 
and in the public interest. 

In the circumstances, we believe that clear-cut responsibilities in the 
recreation field are in the public interest and will be promoted by this 
proposed Commission. Unnecessary duplication or overlapping of 
such responsibilities, as between Federal agencies, should be avoided. 
This Department is prepared, through the National Park Service, to 
be of even greater public service in this field in the future than in the 
past. 

Furthermore, we believe that the program to be recommended by 
the Commission could be fully implemented under existing authority 
by the National Park Service pursuant to the 1936 act which authorizes 
the National Park Service to prepare a plan or plans in cooperation 
with the States to meet recreation demands at both Federal and State 
levels. The National Park Service would be prepared to carry out 
the program this Commission would have the duty to recommend. 

Based upon experience gained in several basinwide and regional 
recreation studies, we believe that a survey of the magnitude con- 
templated may require as long as 4 years in order to be prepared 
adequately and to be sufficiently detailed for effective future use. An 
important service that we believe could well be performed by the 
Commission and which we believe should be a prescribed duty of 
the Commission would be to make a review concerning the adequacy 
of fees and charges that are currently made in connection with outdoor 
recreation activities. In view of the demands that are currently 
being made for such public outdoor recreation facilities which will 
certainly increase in the future, it would be very desirable for the 
Commission to consider carefully the matter of means and methods 
of raising funds, charges to be provided, etc., in order that these 
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activities may be properly financed and carried forward in the public 
interest in the future. 

For reasons heretofore stated, we suggest the following amendments 
to the bill: 

(1) Page 7, lines 6 and 7, strike out “December 31, 1959” and insert 
in lieu thereof ‘4 years following the approval of this act”’. 

(2) Add an additional subsection to Section 6, as follows: 

“(f) the Commission shall make a survey and obtain data concern- 
ing fees and charges that are levied by Federal, State, and other 
agencies relating to the use of outdoor recreation areas and facilities, 
The report of the Commission shall contain information concerning 
the methods whereby the necessary finances may be provided for 
operation of outdoor recreation facilities as well as the recommenda- 
tions of the Commission concerning future methods that should be 
adopted to carry forward effectively and to provide the facilities and 
services that are required in the administration of outdoor recreation 
facilities.” 

(3) Amend the title of the bill to read: “For the establishment of 
a National Outdoor Recreation Resources Review Commission to 
study the public use, appreciation, benefits, and need for outdoor 
recreation resources, and to make recommendations for the preserva- 
tion or development of such resources including the preservation of 
wilderness values of the public and other land and water areas of the 
United States, and for ether purposes.” 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
HatFieELD CHILSON, 
Acting Secretary of the Interior. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., May 18, 1957. 
Hon. James E. Murray 
Chairman, Committee on Interior and Insular A ffairs, 
United States Senate. 

Dear Senator Murray: This is in response to your request of 
February 5, 1957, for a report on S. 846, a bill for the establishment 
of a National Outdoor Recreation Resources Review Commission to 
study the outdoor recreation resources of the public lands and other 
land and water areas of the United States, and for other purposes. 

This Department recommends that the bill be enacted if amended 
as suggested below. 

This bill would (1) establish a bipartisan Outdoor Recreation Review 
Commission of 4 members each from Senate and House Interior 
Committees appointed by the President of the Senate and the Speaker 
of the House, respectively, and 7 citizens appointed by the President; 
(2) establish an advisory council to the Commission comprised of 
liaison officers to be appointed by Federal agencies directly dealing 
with outdoor recreation and 25 representatives appointed by the 
Commission representing the States and a variety of specified interest 
groups; (3) direct Commission to make a nationwide inventory of 
outdoor recreation resources and opportunities and to report its find- 
ings and recommendations to the President and the Congress by 
December 31, 1959; (4) authorize the Commission to grant funds to 
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cooperating States; (5) authorize ap ropriations in amounts neces- 
sary to carry out the act to be available until expended but not later 
than June 30, 1960. 

We are in agreement with the objectives of the bill. A nationwide 
survey of the outdoor recreation resources of the country would 
provide the basis for better recreational planning and development on 
State, county, private, and Federal lands. No such inventory or 
overall appraisal has ever been made. 

The Department believes that, except on Federal lands, the primary 
seeing for overall recreational planning should rest with the 
States. The Department is fully in accord with the provisions of 
section 5 (a) that a variety of State departments and agencies would 
be represented on the Advisory Gouspette the Commission. We are 
also in accord with the authorization of section 6 (e) for the Commis- 
sion to make direct grants of funds to the States to carry out those 
aspects of the review as may be best carried out under State direction. 

There has been a steady and rapid increase in outdoor recreation 
use on State, county, private, and Federal lands during the past 10 
years, and reliable indicators point to a continuation of this trend. 
On the national forests recreation use increased from 18 million visits 
in 1946 to 45% million visits in 1955. Our estimates, based on the 
projected growth of population, gross national product, and other 
factors, indicate 66 million visits to the national forests by 1962 and 
79 million by 1967. These estimates follow the same general trend 
as predictions of the National Park Service for future recreation use 
in the national parks. 

The Commission would serve a useful correlating function between 
Federal agencies, the States, and local governments, and private 
organizations. If S. 846 were enacted, the Department of Agriculture 
would expect to carry out the inventory on the lands it administers 
and would cooperate fully with the Commission. 

It is recommended that the bill be amended in the following respects: 

1. The Commission should be authorized to make funds available 
to the participating Federal agencies to carry out their aspects of the 
review in the same manner as the bill proposes to authorize financial 
assistance to the States. 

2. Since the Secretary of Interior and the Secretary of Agriculture 
are responsible for the administration of most Federal land devoted 
to recreational use, it is believed they should be included in the mem- 
bership of the Commission. The Secretary of Health, Education, and 
Welfare should also be included in the membership of the Commission. 

3. It is believed that the Senate Committee on Agriculture and 
Forestry and the House Committee on Agriculture should be repre- 
sented on the Commission. 

The above recommendations may be accomplished by the following 
amendments: 

Page 8, line 2, add the following sentence: “The Commission is 
also authorized to reimburse Federal agencies, for the expenses of 
liaison officers appointed under section 4 (c) and other cooperation.” 

Page 3, change lines 7 to 14 to read as follows: 

“Sec. 3. (a) The Commission hereby authorized and created shall 
consist of eighteen members appointed as follows: 

“(1) One majority and one minority member of the Senate Com- 
mittee on Interior and Insular Affairs and one majority and one 











10 RECREATION RESOURCES REVIEW COMMISSION 


minority member of the Senate Committee on Agriculture and 
Forestry, to be appointed by the President of the Senate; 

(2) One majority and one minority member of the House Com. 
mittee on Interior and Insular Affairs, and one majority and one 
minority member of the House Committee on Agriculture, to be 
appointed by the Speaker of the House; and 

““(3) The Secretary of the Interior, the Secretary of Agriculture 
and the Secretary of Health, Education and Welfare.” 

Page 3, line 15, change ‘‘(3)” to ‘‘(4)”. 

There appears to be a typographical omission on page 5, line 19, 
Between the words “all” and “criteria” the following phrase appears 
to have been omitted: “agencies and groups whose assistance in 
accomplishing the purpose of the Act will be required; in arriving at 
sound methods and’’. Such a phrase appears in H. R. 3594 and other 
comparable House bills. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
E. T. Benson, Secretary, 


Executive Orrice OF THE PRESIDENT, 
BuREAU OF THE BupGet, 
Washington, D. C., May 29, 1957, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuatrman: This is in reply to your request for the 
views of the Bureau of the Budget with respect to S. 846, a bill for 
the establishment of a National Outdoor Recreation Resources 
Review Commission to study the outdoor recreation resources of the 
public lands and other land and water areas of the United States, 
and for other purposes. 

S. 846 would establish a Commission concerned with the broad 
problem of outdoor recreation resources for future needs of the 
American people. The Commission would set in motion a nation- 
wide inventory of outdoor recreation resources and would determine 
the recreation opportunities that would be needed by the year 1976 
and also by the year 2000, together with recommendations 4s to 
policies and programs for each level of government and for private 
organizations needed to meet those future requirements. Data 
would be presented on a State and on an area basis as well as national 
totals. The report would have to be completed by December 31, 
1959, and the report presented to the President and to the Congress. 

The act of June 23, 1936, authorizes the Department of the Interior 
to make a comprehensive study to provide data helpful in developing 
a plan for coordinated and adequate public park, parkway, and rec- 
reational area facilities for the people of the United States. Prior to 
World War II the Department carried on studies under this authority. 
A report, Park and Recreational Problems in the United States, was 
published in 1941. In Mission 66 for the National Park Service the 
Department of the Interior has outlined a comprehensive study under 
the title “National Recreation Survey,” the completion of which 
has been estimated for 1961. Continuing review is contemplated 
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thereafter with periodic revisions in the survey. In order to carry 
forward that study the 1958 budget includes funds for additional 
personnel for the National Park Service. 

We believe that your committee will wish to consider whether it is 
necessary Or Pak tm to create an agency to perform functions that 
the National Park Service plans to carry out under existing authority 
and for which funds have been included in the 1958 budget. 

There are set forth below several detailed or technical comments 
with respect to S. 846 which are offered for the consideration of the 
committee in the event that the bill is favorably considered. In 
addition, the Departments of the Interior and of Agriculture, in re- 
ports being submitted, offer amendments for consideration. 

1. Section 4c states that the Commission shall request each Federal 
agency with a direct interest “* * * to appoint * * * a liaison 
officer * * *.”’ It is presumed that the word “agency”’ is intended to 
apply to executive departments where appropriate and to any inde- 
pendent agency, and is not intended to refer to constituent bureaus of 
any executive department with such interest in outdoor recreation. 
To prevent possible misinterpretation we suggest insertion of the 
words “executive department or’ after the word ‘Federal’ on line 22, 
page 4. 

2. The meaning of section 5b is to some extent not clear. It 
appears that in the printing of the bill some language may have been 
deleted. 

3. Section 6c provides that the Commission shall prepare interim or 
progress reports on request of the President or the Congress. It is 
suggested that this provision be rephrased to vest in the Commission 
itself the judgment as to submission of interim and progress reports. 

4. Section 8 provides that appropriations for carrying out provisions 
of the act shall be available until expended but not later than June 30, 
1960. We see no special reason why the Commission should not be 
subject to the normal practice of annual appropriations for carrying 
out its work, and therefore recommend deletion of the provision for 
availability of funds until expended. 

5. It is believed that the language of section 8 limiting the availa- 
bility for expenditure of any appropriation authorized to “not later 
than June 30, 1960’”’ would serve to terminate the Commission’s 
activities by that date. It is suggested that a more specific expression 
be included in the bill providing for the definite date by which the 
Commission would cease to exist. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 











Calendar No. 480 


g5rH CONGRESS t SENATE \ Report 
1st Session No. 472 








RELATING TO THE AFFAIRS OF THE OSAGE TRIBE OF 
INDIANS IN OKLAHOMA 


JuNnE 19, 1957.—Ordered to be printed 


Mr, NevBerceER, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1417] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1417) relating to the affairs of the Osage Tribe of 
Indians in Oklahoma, having considered the same report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of S. 1417 is to amend section 9 of the act of June 28, 
1906 (34 Stat. 539), as amended to extend the tribal government 
of the Osage Indians from January 1, 1959, to January 1, 1984. 

By a series of statutes the last of which was enacted on June 24, 
1938 (52 Stat. 1034), the minerals covered by lands allotted to the 
Osages have been reserved to the individuals until April 8, 1983. 

Section 9 of the act of June 28, 1906 (34 Stat. 539), as amended by 
section 7 of the act of March 2, 1929 (45 Stat. 1478), provides for an 
Osage tribal government consisting of a principal chief, an assistant 
principal chief, and eight tribal council members elected at a general 
election held in Pawhuska, Okla., each 4 years. The life of the tribal 
government is limited to January 1, 1959. 

The principal function of the Osage tribal government is to partici- 
ate with the Secretary of the Interior in the execution of mining 
eases covering the minerals that were reserved to the tribe. As those 
minerals are reserved and held by the United States in trust until 
April 8, 1983, the life of the tribal government should be extended 
until that date in order that the tribe may continue to participate in 
mineral-leasing activities. 
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The reports of the Department of the Interior and the Bureau of 
the Budget recommending enactment of S. 1417 are set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 14, 1957, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: Your committee has requested a report 
on S. 1417, a bill relating to the affairs of the Osage Tribe of Indians 
in Oklahoma. 

We recommend that the bill be enacted. 

The bill would amend section 9 of the act of June 28, 1906 (34 Stat. 
539), as amended, to extend the tribal government of the Osage 
Indians from January 1, 1959, to January 1, 1984. 

Section 3 of the act of June 28, 1906 (34 Stat. 539), reserved to the 
Osage Tribe for a period of 25 years after April 8, 1906, the minerals 
covered by lands allotted to individual Indians under the act. The 
period of the mineral reservation was extended until April 8, 1983, 
unless otherwise provided by Congress, by the acts of March 38, 1921 
(41 Stat. 1249), March 2, 1929 (45 Stat. 1478), and June 24, 1938 
(52 Stat. 1034). 

Section 9 of the act of June 28, 1906 (34 Stat. 539), as amended by 
section 7 of the act of March 2, 1929 (45 Stat. 1478), provides for an 
Osage tribal government consisting of a principal chief, an assistant 
principal chief, and eight tribal council members elected at a general 
election held in Pawhuska, Okla., each 4 years. The life of the tribal 
government is limited to January 1, 1959. 

The principal function of the Osage tribal government is to partici- 
es with the Secretary of the Interior in the execution of mining 
eases covering the minerals that were reserved to the tribe. As those 
minerals are reserved and held by the United States in trust until 
April 8, 1983, the life of the tribal government should be extended 
until that date in order that the tribe may continue to participate 
in mineral leasing activities. Some other tribal property will remain 
in a trust status until January 1, 1984, and we have no objection 
to an extension of the life of the tribal government until that date. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
HatFIELD CHILSON, 
Under Secretary of the Interior. 


EXeEcuTIve OrFricE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington 25, D. C., June 6, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
Inited States Senate, Senate Office Building, 
Washington, D. C. 
My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 1417, relating 
to the affairs of the Osage Tribe of Indians in Oklahoma. 
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If enacted, the bill would extend the tribal government of the Osage 
Indians from January 1, 1959, to January 1, 1984. This action would 
be consistent with the provisions of the act of June 24, 1938 (52 Stat. 
1034), in which Congress extended tribal ownership of minerals in 
lands originally allotted to the Osages until 1983. 

You are advised that the Bureau of the Budget would have no 
objection to enactment of S. 1417, 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 1417) 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 9, Act or JUNE 28, 1906 (34 Srar. 539) as AMENDED BY 
Section 7, Act or Marcu 2, 1929 (45 Srar. 1478) 


That there shall be a quadrennial election of officers of the Osage 
Tribe as follows: A principal chief, an assistant principal chief, and 
eight members of the Osage tribal council, to succeed the officers 
elected in the year 1928, said officers to be elected at a general election 
to be held in the town of Pawhuska, Oklahoma, on the first Monday 
in June, 1930, and on the first Monday in June each four years there- 
after, in the manner to be prescribed by the Commissioner of Indian 
Affairs, and said officers shall be elected for a period of four years 
commencing on the Ist day of July following said elections, and 
in case of vacancy in the office of principal chief or other such officer 
by death, resignation, or otherwise, the vacancies of the Osage tribal 
council shall be filled in a manner to be prescribed by the Osage tribal 
council, and the Secretary of the Interior is hereby authorized 
to remove from the council any member or members thereof for good 
cause, to be by him determined, after the party involved has had due 
notice and opportunity to appear and defend himself, and said tribal 
overnment so constituted shall continue in full force and effect to 
January 1, 1959.] January 1, 1984. 


O 
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MEDICAL CARE VENDOR PAYMENTS 


June 20, 1957.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 
together with 
MINORITY AND SUPPLEMENTARY VIEWS 
[To accompany H. R. 7238! 


The Committee on Finance, to whom was referred the bill (H. R. 
7238) to amend the public assistance provisions of the Social Security 
Act so as to provide for a more effective distribution of Federal funds 
for medical and other remedial care, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 


PURPOSE OF THE BILL 


H. R. 7238, as amended by your committee, is intended to assure 
that no State need lose Federal funds under the provisions of the 
Social Security Amendments of 1956 (Public Law 880, 84th Cong.) 
that are effective July 1, 1957, relating to Federal financial participa- 
tion in expenditures made in the form of payments to suppliers of 
medical care for public assistance recipients (commonly called ‘‘vendor 
payments’). H. R. 7238, as passed by the House, proposed to 
accomplish this result by allowing States to use either the method of 
claiming Federal participation in the cost of vendor medical care 
payments that is in effect until June 30, 1957, the new method pro- 
vided by Public Law 880 effective July 1, 1957, or a combination of 
both of these methods. 

The bill as amended by your committee proposes to accomplish this 
result at less expense by allowing States to choose either the method 
now in effect or the method provided by Public Law 880. With this 
choice any State that would lose Federal funds under the provisions 
of Public Law 880 may continue under its present system for any of 
its public assistance programs, while those States that would receive 
additional funds under the provisions of Public Law 880 would be free 
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to choose that method. “The choice would be made on a program-by. 
program basis. 


REASONS FOR AND EXPLANATION OF THE LEGISLATION 


Since the 1950 amendments to the Social Security Act, Federal 
financial participation in State expenditures for old-age assistance, aid 
to the blind, aid to dependent children, and aid to the permanently 
and totally disabled has been available with respect to unrestricted 
money payments made to needy recipients of assistance and with re. 
spect to payments made directly to suppliers of medical or remedial 
care (vendor payments) on behalf of such recipients. The Federal 
Government has not participated, however, in that part of the total 
assistance, including both the money payment to the individual and 
any medical care vendor payments made on his behalf for any month 
to the extent that the total of such payments exceeded a specified 
maximum. Since October 1, 1956, under the provisions of Public Law 
880, this maximum has been $60 in all of the programs except aid to 
dependent children (to which different amounts apply). 

Public Law 880 also included provisions for the separate matching 
of vendor payments for medical care. Under these provisions the 
total amount of vendor payments for medical care in which the Fed- 
eral Government will participate is $6 times the number of adult 
recipients and $3 times the number of child recipients. The Federal 
Government’s share within these limits is one-half. Thus, under 
these provisions, no State could receive in Federal funds more than an 
average of $3 per adult recipient and $1.50 per child recipient. While 
approximately 14 States are making direct payments of medical care 
in excess of the $6 and $3 limits with respect to which Federal sharing 
will be available under the provisions of Public Law 880 becoming 
effective July 1, only 1 State would receive substantially less, for 
all of its public assistance programs combined, under these provisions 
than it is now receiving with respect to vendor medical care payments 
and only 2 other States would suffer a small loss. Three additional 
States, while suffering losses in one or another of the public assistance 
programs in which the Federal Government participates financially, 
would receive more in Federal funds than now with respect to their 
vendor medical care payments in all of their Federal-State assistance 
programs taken as a whole. 

H. R. 7238 as passed by the House would permit any State to re- 
ceive matching as at present within the individual maximums on the 
amount of the cash payment to the individual and the vendor medical- 
care payments on his behalf, and, in addition, to receive matching of 
the vendor payments under the provisions of Public Law 880 if the 
amount of the expenditures in this form is sufficient to warrant Federal 
matching under both formulas. This would result in gains for all of 
the 14 States that are currently expending more than an average of 
$6 per adult and $3 per child for medical-care payments to suppliers 
and would, in effect, assure to each such State up to an additional $3 in 
Federal funds for adult recipients and $1.50 in Federal funds for child 
recipients. 

The Department of Health, Education, and Welfare estimates that 
on the basis of the present vendor medical care payment. expenditures 
by the States the additional cost of H. R. 7238 as passed by the House 
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would be $26.4 million annually in Federal funds. It was agreed by 
all concerned that this additional cost was a maximum and that it was 
likely to be reduced (in comparison with the cost of the Public Law 
880 provisions becoming effective July 1, 1957) to some extent by the 
States changing a part of their payments now being made directly 
to suppliers of medical care into additional payments to the recipients 
on an unrestricted cash basis within the individual maximums on 
money payments—thereby increasing the matching funds received 
under the provisions of Public Law 880. There was some disagree- 
ment, however, on the extent to which such reduction would be made. 
Representatives of some of the States indicated that substantially all 
of the additional cost would be thus eliminated. Representatives of 
the Department, on the other hand, did not acknowledge that a major 
part of the cost could be eliminated in this way and they did not believe 
that as a practical matter the States would, to any substantial degree, 
make such changes—changes which all agree are undesirable from the 
standpoint of administration and public relations and may possibly 
increase administrative costs. 

The provisions of Public Law 880 affecting the method of Federal 
sharing in the cost of vendor medical care payments will not become 
effective until July 1, 1957. The effect these amendments will have 
in particular States among those which now provide vendor payments 
for medical care (approximately half of the States have not, up to this 
time, made such payments with Federal participation) cannot, thus, 
be assessed on the basis of experience. 

The bill reported out by your committee will assure that no State 
need receive less in Federal funds under any of its Federal-State 
public-assistance programs with respect to its vendor payments for 
medical care than it is now receiving. It would do this by giving to 
each State the option of continuing to receive its Federal matching of 
such vendor payments either as at present (within the individual 
maximums on the cash payments to or vendor medical care payments 
on behalf of the individual) or receiving the Federal funds with respect 
to these vendor payments under the new provisions of Public Law 880 
which become effective on July 1, 1957. This choice could be made 
once a year, or less frequently, as the State desired, and with respect 
to each of its Federal-State public-assistance programs. 

Since all States that stand to lose funds for vendor medical care 
payments under the provisions of Public Law 880 with respect to all 
of their Federal-State public-assistance programs combined expect to 
receive more Federal funds for payments in at least one of their pro- 
grams, the committee bill would result in some additional funds for 
them under this choice. At the same time, it would preserve in large 
measure the advantages of separate matching of vendor payments 
which the Congress sought to achieve through the enactment last 
year of the provisions in Public Law 880 relating to Federal sharing 
in the cost of such payments. 

The Department of Health, Education, and Welfare estimates the 
cost of the committee bill at $8.6 million per year in comparison with 
an annual cost of $26.4 million for H. R. 7238 as passed by the House 
of Representatives, assuming continuation by the States of their pres- 
ent expenditures in the form of vendor medical-care payments. 

Your committee believes that the assurance to each State that it 
need not lose funds under any program and the indication that all 
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of the States which anticipate a loss under Public Law 880 will acty. 
ally receive some increase in Federal funds for vendor medical care 
payments affords sufficient protection to all States. It has, therefore 
amended H. R. 7238 to incorporate this assurance and at the same 
time to reduce the larger costs which it is advised would be entailed 
if the House bill were passed. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standin 
Rules of the Senate, changes in existing law made by the bill, ag 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Pusiic Law 880—84TH CoNGRESS 
CHAPTER 836—2p SESSION 


H. R, 7225 


AN ACT To amend title II of the Social Security Act to provide disability insur- 
ance benefits for certain disabled individuals who have attained age fifty, to 
reduce to age sixty-two the age on the basis of which benefits are payable to 
certain women, to provide for child’s insurance benefits for children who are 
disabled before attaining age eighteen, to extend coverage, and for other 
purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the “Social Security Amendments of 1956’’. 


* * * * * * * 


TITLE III—PUBLIC ASSISTANCE AMENDMENTS 
DECLARATION OF PURPOSE 


Sec. 300. It is the purpose of this title (a) to promote the health 
of the Nation by assisting States to extend and broaden their pro- 
visions for meeting the costs of medical care for persons eligible for 
public assistance by providing for separate matching of assistance 
expenditures for medical care, (b) to promote the well-being of the 
Nation by encouraging the States to place greater emphasis on helping 
to strengthen family life and helping needy families and individuals 
attain the maximum economic and personal independence of. which 
they are capable, (c) to assist in improving the administration of pub- 
lic assistance programs (1) through making grants and contracts, and 
entering into jointly financed cooperative arrangements, for research 
or demonstration projects and (2) through Federal-State programs of 
grants to institutions and traineeships and fellowships so as to provide 
training of public welfare personnel, thereby securing more adequately 
trained personnel and (d) to improve aid to dependent children. 
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Part I—Marcuine or AssisTaNcE ExpgenpDiturEs FoR MEDICAL 
CARE 


MEDICAL CARE FOR OLD-AGE ASSISTANCE RECIPIENTS 


Src 301. (a) Clauses (1) and (2) of section 3 (a) of the Social 
Security Act are each amended by striking out “during such quarter 
as old-age assistance under the State plan’’ and inserting in lieu there- 
of “during such quarter as old-age assistance in the form of money 
payments under the State plan”. 

(b) Section 3 (a) (1) (A) of such Act is amended by striking out 
“who received old-age assistance for such month” and inserting in lieu 
thereof “‘who received old-age assistance in the form of money pay- 
ments for such month”’. 

(c) Section 3 (a) of such Act is further amended by inserting the 
following new clause immediately before the period at the end thereof: 
“ and (4) in the case of any State, an amount equal to one-half of the 
total of the sums expended during such quarter as old-age assistance 
under the State plan in the form of medical or any other type of 
remedial care (including expenditures for insurance premiums for 
such care or the cost thereof), not counting so much of such expendi- 
ture for any month as exceeds the product of $6 multiplied by the 
total number of individuals who received old-age assistance under the 
State plan for such month’’. 


MEDICAL CARE FOR RECIPIENTS OF AID TO DEPENDENT CHILDREN 


Sec. 302. (a) Clauses (1) and (2) of section 403 (a) of the Social 
Security Act are each amended by striking out “during such quarter 
as aid.to dependent children under the State plan” and inserting in lieu 
thereof “during such quarter as aid to dependent children in the form 
of money payments under the State plan’. 

(b) Section 403 (a) (1) (A) of such Act is amended by striking out 
“with respect to whom aid to dependent children is paid for such 
month’ and inserting in lieu thereof ‘‘with respect to whom aid to 
dependent children in the form of money payments is paid for such 
month”’, 

(ce) Section 403 (a) of such Act is further amended by inserting the 
following new clause immediately before the period at the end thereof: 
“; and (4) in the case of any State, an amount equal to one-half of 
the total of the sums expended during such quarter as aid to dependent 
children under the State plan in the form of medical or any other type 
of remedial care (including expenditures for insurance premiums for 
such care or the cost thereof), not counting so much of such expend- 
iture for any month as exceeds (A) the product of $3 multiplied by 
the total number of dependent children who received aid to dependent 
children under the State plan for such month plus (B) the product of 
$6 multiplied by the total number of other individuals who received 
aid to dependent children under the State plan for such month”. 


MEDICAL CARE FOR RECIPIENTS OF AID TO THE BLIND 


Sec. 303. (a) Clauses (1) and (2) of section 1003 (a) of the Social 
Security Act are each amended by striking out “during such quarter 
as aid to the blind under the State plan” and inserting in lieu thereof 
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“during such quarter as aid to the blind in the form of money pay. 
ments under the State plan”’. 

(b) Section 1003 (a) (1) (A) of such Act is amended by striking 
out “who received aid to the blind for such month” and inserting jn 
lieu thereof “who received aid to the blind in the form of money pay. 
ments for such month”’. 

(c) Section 1003 (a) of such Act is further amended by insertj 
the following new clause immediately before the period at the al 
thereof: “; and (4) in the case of any State, an amount equal to 
one-half of the total of the sums expended during such quarter as aid 
to the blind under the State plan in the form of medical or any other 
type of remedial care (including expenditures for insurance premiums 
for such care or the cost thereof), not counting so much of such 
expenditure for any month as exceeds the product of $6 multiplied by 
the total number of individuals who received aid to the blind under 
the State plan for such month”. 


MEDICAL CARE FOR RECIPIENTS OF AID TO PERMANENTLY AND TOTALLY 
DISABLED 


Src. 304. (a) Clauses (1) and (2) of section 1403 (a) of the Social 
Security Act are each amended by striking out “during such quarter 
as aid to the permanently. and totally disabled under the State plan” 
and inserting in lieu thereof “during such quarter as aid to the perma- 
nently and totally disabled in the form of money payments under the 
State plan’. 

(b) Section 1403 (a) (1) (A) of such Act is amended by strikin 
out “‘who received aid to the permanently and totally disabled for su 
month” and inserting in lieu thereof “who received aid to the perma- 
men and totally disabled in the form of money payments for such 
month’’. 

(c) Section 1403 (a) of such Act is further amended by inserting the 
following new clause immediately before the period at the end thereof: 
“*- and (4) in the case of any State, an amount equal to one-half of the 
total of the sums expended during such quarter as aid to the perma- 


nently and totally disabled under the State plan in the form-of medi- 


cal or any other type of remedial care (including expenditures for 
insurance premiums for such care or the cost thereof), not counting 
so much of such expenditure for any month as exceeds the product of 
$6 multiplied by the total number of individuals who received aid 
to the permanently and totally disabled under the State plan for such 
month”’, 

EFFECTIVE DATE 


Sec. 305. (a) Ercept as provided in subsection (b), the [The] amend- 
ments made by this part shall become effective July 1, 1957. 

(b) The amendments made by any section of this part shall not apply 
to any State (as defined in section 1101 of the Social Security Act for 
purposes of title I thereof) for any fiscal year for which there is in effect 
an election by it not to have the amendments made by such section apply 
to it. Any such election shall be in effect for a fiscal year only if notice 
of the election has been filed with the Secretary of Health, Education, and 
Welfare at some time prior to May 16 of the preceding fiscal year, except 
that any such election shall be in effect for the fiscal year beginning July 
1, 1957, if notice of the election is filed with the Secretary prior to A 
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1, 1957. An election by a State wnder this subsection shall continue in 
effect until the close of any fiscal year designated in a notice of termination 
of such election which is filed with the Secretary of Health, Education, 
and Welfare prior to May 16 of such year. _Elections hereunder shall be 
made, and notices thereof and notices of termination shall be filed, on such 
form or forms and in such manner as the Secretary of Health, Education, 
and Welfare may prescribe. 











MINORITY VIEWS 


We, the undersigned, dissent from the action of the Senate Finance 
Committee and support, instead, the language of H. R. 7238 as pasged 
by the House. The central issue is whether States will be allowed to 
continue the freedom of choice they now have as to how they shall 
make medical payments. 

I. EXPLANATION 
1. The present law 

Under the present law States may claim up to the maximum 
Federal ceiling per person for the four traditional public assistance 
programs, i. e., aid to the blind, the old-age and survivors program, 
aid to the disabled, and aid to dependent children. This is known as 
the $60 program. 

At the present time, medical payments under these programs may 
be paid directly to the recipient of the service in cash or directly to the 
vendor of the service, i. e., doctors, hospitals, druggists, nursing homes, 
etc. States have a choice and may make either ‘‘cash” or “vendor” 
payments. 

2. The new law 

On July 1 the full provisions of Public Law 880, passed by the Con- 
gress last year, go into effect. Under the new law, the traditional or 
$60 program is continued. In addition, a new program of “vendor” 
medical payments begins. This new program is called the “$6 and 
$3” program. The Federal Government will match one-half of $6 
paid in “‘vendor’’ payments for adults and one-half of $3 paid in 
“vendor” payments for children. 

Under the traditional $60 program, medical payments can continue, 
but they must be made in “cash.” This means that any State with 
present vendor medical payments in excess of $6 must have 2 pro- 
grams (1) “cash” payments under the $60 program and “vendor” 
payments under the $6-$3 program. There are some 15 such 
States and they include Connecticut, Illinois, Indiana, Kansas, 
Massachusetts, Minnesota, New Hampshire, New York, North 
Dakota, New Mexico, Ohio, Oregon, Rhode Island, Washington, and 
Wisconsin. A number of other States, such as Colorado and Cali- 
fornia, because their average cash payments exceed $60, will be forced 
to go to the vendor method. 

A number of other States are planning expanded programs beginning 
July 1 on the assumption that they could take advantage of the new 
$6-$3 program as well as the traditional $60 program. These States, 
some of whose legislatures have already adjourned, include Pennsyl- 
vania, New Jersey, Louisiana, Iowa, Nevada, Vermont, Oklahoma, 
and Michigan. 


8. The House-passed bill 


The House-passed bill differs from Public Law 880 in only one 
major respect. It allows States the freedom of choice to make either 
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“eash” or “vendor” payments under the traditional $60 program— 
which is presently the law—and, in addition, to qualify for the new 
g6-$3 program. Under Public Law 880, States may qualify for the 
new $6-$3 program only if they make “cash” payments under the 
traditional $60 program. 


4. The Senate amendment 

Under the Senate amendments States may have the choice of 
either “cash” or ‘‘vendor” payments under the traditional $60 pro- 
ram only if they forego the new $6-$3 program. 

As a practical matter, all but one to three States—because of the 
Federal matching funds involved—will make cash payments under 
the $60 program and thereby qualify for the new $6-$3 program, 
even though they might prefer to make vendor payments under the 
$60 program as they are now doing or as they might like to do in 
order to avoid two systems of payments. 


II, ARGUMENT 


There are three principal arguments in favor of the language of the 
bill as passed by the House. These are (1) the right of States to 
freedom of choice and the avoidance of dual systems, (2) the superiority 
of the vendor payments system, and (3) the little or no additional 
cost to the Federal Government of the House passed bill as opposed to 
the Senate amendment. 


1. Freedom of choice 

For many years, prior to 1950, States were allowed to make only 
“cash” payments under the traditional programs. In 1950, they 
succeeded in gaining the right to select their own system of payment, 
either “cash” or ‘“‘vendor’’ as they saw fit. In 1956 this choice was 
taken away. Some States prefer one method and some the other. 
They should be allowed to keep this choice. If this choice is not re- 
tained and in order for States to qualify for full Federal matching under 
the 1956 law, they will have to set up two separate systems—cash and 
vendor—with the additional administrative costs involved. In Illi- 
nois, for example, it is estimated that the administrative cost of a 
cash system would amount to an additional $870,000 on an annual 
basis, for which the Federal Government would pay 50 percent or 
$435,000 per year. Further, it would require 180 additional staff 
personnel in that State alone. 

Those States with a ‘‘cash” system will have to set up a new ‘‘ven- 
dor” system to qualify for the $6-$3 program. Those States with a 
“vendor” system under which average payments exceed $6, must 
shift to a “cash” system if they are to qualify for Federal matching 
funds in excess of $6. 

It would appear, then, that two separate issues are involved; i. e., 
freedom of choice and the avoidance of a dual system. 


2. The superiority of the “‘vendor’’ system 

The States with the most comprehensive medical programs have, in 
almost every case, selected the “vendor” payment siathod under the 
traditional $60 program. ‘These are the States which must shift to 
“cash” payments under the new law or will shift to “cash” under the 
Senate amendment in order to retain the funds for which they can now 
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qualify. The “vendor” payment system has proven the better sys. 
tem for several reasons. Among them are: 

(a) Administrative costs are lower and administrative procedures 
are simpler. 

(b) It insures that the vendor receives payment. 

(c) It avoids confusion among recipients of medical care and insures 
that they receive that care. This would not always be the case if the 
recipient were given cash to purchase the service for himself. . This jg 
particularly true of the very aged, the senile, or those who lack knowl. 
edge of the detailed purposes for which their total monthly public 
assistance funds are given. 

(d) Services tend to be less expensive where the vendor is insured of 
payment. Doctors, for example, tend to charge less for office calls 
for those they know are on public assistance and for whom payment 
is assured through the State public aid commission than for those 
whom they do not know are on public assistance and from whom 
pavment is not assured. 

(e) If States shift to the “cash” system, they will have few records 
of the particular diseases and ailments for which payments are made. 
At the present time States with “‘vendor’” payments know these facts 
from the bills which are presented directly to them. This allows 
proper coordination with rehabilitation agencies for the physically 
handicapped and contributes specific knowledge of the diseases of those 
on public assistance which is helpful in medical research in geriatrics, 
in the field of the physically handicapped, and in preventive medi- 
cine. 

The Department of Health, Education, and Welfare, in commenting 
on S. 1209, a bill substantially the same as the House language of 
H. R. 7238, made this point very well in their letter to the chairman 
of the Finance Committee: 


The type of changes described (shifting to the ‘‘cash” 
system), however, are in many instances not desirable. 
Suppliers of medical care and services would much prefer to 
receive payment directly rather than to rely on receiving 
payment from the recipient out of the money given to him for 
his unrestricted use. Also the fact that medical costs are 
frequently large, nonrecurring costs make direct payment 
appropriate. Undue emphasis on attempting to provide 
certain medical needs through giving money directly to the 
recipient would undoubtedly lead to both confusion and dis- 
satisfaction in the affected States where medical expenditures 
are already substantial. 


We concur in that statement and for that reason, primarily, support 
the House language as opposed to the Senate amendments. 


Cost 

The Department of Health, Education, and Welfare assigned @ 
“maximum” cost of $26 million to the House passed bill as opposd to 
$8.6 million to the Senate amendment. In other words, the cost of 
the House bill is placed at $18 million above the Senate amendment. 
We believe that these “maximum” cost figures are excessive. 

In the first place, we have been informed by the Department that 
the additional administrative expenses for which the Federal Govern- 
ment would be obligated if the Senate amendment goes into effect on 
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July 1 have not been taken into account. This is a cost attributable 
to the Senate amendment and which is not attributable to the House 
language and, by itself, reduces the differential between the estimated 
costs of the two bills. 

In the second place, the States, by going on the “cash” system on 
July 1, if they are forced to do so, may actually qualify for the amounts 
they may qualify for under the House language of H. R. 7238. This 
ig made clear from the Department of Health, Education, and Wel- 
fare’s letter to the chairman of the Senate Finance Committee com- 
menting on S. 1209. After giving maximum cost figures for the various 
proposals, that letter stated: 


It should be noted, however, that States are free to meet 
more of the medical needs of the recipients through money 
payments made directly to the recipients and to correspond- 
ingly reduce the payments for medical care made directly to 
doctors, hospitals, nursing homes, druggists, etc. Insofar as 
this occurs, and the States affected have indicated that such 
modifications will be utilized to the greatest possible degree, 
both the net additional cost attributable to S. 1209 and the 
cost of the suggested option (the Senate amendment) will 
be reduced. 


In the Senate hearings, it was admitted by representatives of the 
Department that the costs of H. R. 7238 as passed by the House and 
the Senate amendment were “theoretically” the same. As State 

ublic-aid commissioners are obligated to secure the maximum 
Federal funds, the practical as well as the theoretical costs would be 
substantially the same. 

In other words, the only substantive issue between the bill as passed 
by the House and the bill as reported by the Senate Finance Committee 
is whether the States may have a choice of the method of medical 

ayments under the traditional $60 program or whether they shall 
Se required by Federal statute to make those payments in “cash.” 


III. CONCLUSION 


We believe that the House language is much to be preferred over the 
Senate amendment. We believe this because: 

(1) States should continue to have freedom of choice as to how 
medical payments shall be made under the traditional $60 program. 

(2) As a matter of public policy the promotion of vendor payments 
is much to be preferred over “cash” payments. The Senate amend- 
ment makes “cash” payments mandatory if States are to qualify for 
the new $6 and $3 program which they have every right to qualify for 
under the 1956 social-security amendments. 

(3) By making a transition to the “cash” system, States can, in 
fact, qualify for Federal grants substantially equal to those for which 
they could qualify under the Senate amendment. Therefore, the 
cost of the House bill as opposed to the Senate amendment is insig- 
nificant. In fact, when it is understood that the Federal Government 
is obligated to match, on a 50-50 basis, the additional administrative 
costs occasioned by shifting to the cash system, it is entirely possible 
that the Senate substitute is actually more costly than the House 
language. 
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Finally, we should like to make an additional point. This is a very 
complex matter. In 1956, the Senate bill which eventually became 
Public Law 880 included.an amendment substantially the same as 
the House language of H. R. 7238. Because of the complexity of this 
problem, the amendment was not fully understood by the House 
conferees and was therefore lost in conference. 

This year, the House Ways and Means Committee passed H. R, 
7238 substantially like the Senate amendment of last year which was 
lost in conference. Now it is the Senate committee which has failed 
to accept that bill and which has substituted a language which is far 
less acceptable than the language in its own bill of oa year. Of 
course, the Senate committee has every right to change its mind, but 
the circumstances remain as they were 1 year ago and, in our opinion, 
the Senate amendment of last year and the language of the House 
passed bill this year, are preferable to the action which the committee 
has now taken. 

Paut H. Dovetas, 
FRANK CARLSON. 


: 
| 





SUPPLEMENTAL VIEWS 


Substantially I agree with the position in the minority report. In 
my judgment, however, the cost to the Federal Government of the 
House bill would be somewhat higher than shown in the estimates in 
the minority report. However, the House version will make it pos- 
sible for States to plan a more adequate program of medical services 
to be made available to the needy aged, the disabled, the blind, and 
dependent children. As the number of aged persons increases and the 
average age.of persons on old-age-assistance rolls increases, the health 
aspect of the problem will become increasingly important. 

Because of the admittedly superior administration of funds to be 
made possible, and the improved medical care which States will be 
able to plan for and to provide for their needy, the slight monetary 
saving involved in the Senate Finance Committee bill is too costly 
when compared with what it would deny to the needy in terms of 
better care and to the program itself in better administration. 

The issue is very simple. The small amount of additional Federal 
funds under the House bill would help to pay for additional medical 
services and save money on administrative costs. Under the Senate 
Finance Committee version, less money would be spent on medical 
assistance and relatively more money spent on the administration of 
the smaller program. 

Russgeiut B. Lona, 
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85TH CoNGRESS } SENATE -'Revorr 
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PROVIDING FOR THE ESTABLISHMENT AND OPERATION 
OF A MINING AND METALLURGICAL RESEARCH ESTAB- 
LISHMENT IN THE STATE OF MINNESOTA 


JuNE 20, 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 98] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 98) to provide for the establishment and operation 
of a mining and metallurgical research establishment in the State of 
Minnesota, having considered the same, report favorably thereon and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


S. 98 authorizes and directs the Secretary of the Interior to establish, 
equip, and maintain a mining and metallurgical research establish- 
ment to be located somewhere in the State ‘of Minnesota for study, 
research, and investigation, and as a center for information and as- 
sistance in matters pertaining to the mining, preparation, metallurgy 
use, and conservation of the mineral resources of the north centr 
region of the United States. 


NEED FOR THIS LABORATORY 


In testimony before the Minerals Subcommittce of the Senate 
Committee on Interior and Insular Affairs, it was pointed out by the 
author of the bill and others that the North Central States are of 
major significance to the mineral industry of the United State’,‘having 
extensive deposits of taconite, manganese, iron-sulfides and rs 
nickel ores, as well as titaniferous magnetité ores, to’ mention only a 
few; and that extensive research work needs to be done before these 
ores can be integrated into the industrial economy ‘of the Nation. 

There has also been consistent testimony from time to time before 
the subcommittee that there is a pressing need for such a laboratory 
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“located on the ground” for an adequate evaluation of our domesti¢ 
sources of low-grade iron ores, found in quantity, in the Minnesota 
area, in view of the ever dwindling of our high-grade iron-ore reserves, 


DEPARTMENTAL REPORT 


The Department of the Interior in reporting on S. 98, copy of which 
follows, takes the position that the mineral problems outlined above 
are in need of solution and— 


that Mimneapolis, Minn., offers the most suitable location for 
laboratory facilities at which work could’be undertaken on all 
these minerals problems affecting the north-central States. 


The departmental report, after pointing to the need for the facilities 
a would be provided for under terms of S. 98, then states that 
this could— 


be accomplished under existing authority without the need for 
the enactment of additional legislation along the lines of 
S. 98. 


It is the view of the committee that in such a case where the need has 
been demonstrated and no action has been taken by the Department, 
Congress would be well advised to direct the Secretary of the Interior 
to establish such a research center. 

The departmental report follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 8, 1957, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D, C. 

Dear Senator Murray: This responds to your request for the 
views of this Department on S. 98, a bill to provide for the establish- 
ment and operation of a mining and metallurgical research establish- 
ment in the State of Minnesota. 

We recommend that the bill not be enacted. 

$.,98 would authorize and direct the Secretary of the Interior to 
establish a mining and metallurgical research laboratory in the State 
of Minnesota and it would authorize the appropriation of $1,350,000 
for erecting and equipping such a laboratory and annual appropriations 
of $250,000 for its operation and maintenance. 

This Department is very much in favor of the objective of the bill; 
namely, the establishment of adequate facilities to assist in the 
development of the mineral resources of the North Central States. 
However, the legislative authority which the bill would provide is 
not required, since there already exists statutory authority for the 
establishment of such facilities. The act of March 3, 1915 (38 Stat. 
959, 30 U: S:- C., sec. 8), authorizes and directs the Secretary of the 
Interior ‘‘to establish and maintain in the several important mining 
regions of the United States and the Territory of Alaska * * * 10 
mining experiment stations * * * in addition to those established 
prior to March 3;:1915, * * *.” 

The Minneapolis, Minn., station of the Bureau of Mines was estab- 
lished in 1917 pursuant to this act. At that time, the Bureau of 
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Mines arranged to occupy a limited amount of laboratory space and 
to have joint access to pilot plant areas within the State-owned mines 
experiment station on the campus of the University of Minnesota. 
However, because of the inadequacy of available facilities, staff and 
research programs have had to remain limited. 

The North Central States are of major significance to the mineral 
industry of the United States. However, before there can be a full 
realization of the region’s minerals potential, there must be extensive 
research on many problems. Some of these problems are: the extrac- 
tion of iron from nonmagnetic taconite; the extraction of manganese 
from Cuyuna Range ores; the utilization of Aitkin County iron-sulfide 
deposits; and the extraction of nickel from recently discovered copper- 
nickel ores of Minnesota and Wisconsin. In addition, much work 
remains to be done on the Cook County, Minn., titaniferous magnetite 
ores; the low-grade and marginal copper ores in the Upper Peninsula 
of Michigan; the lead and zine ores of the upper Mississippi field in 
Wisconsin, Illinois, and Iowa; and the rare pegmatite minerals of 
South Dakota. 

We are of the view that Minneapolis, Minn., offers the most 
suitable location for laboratory facilities at which work could be 
undertaken on all these minerals problems affecting the North Central 
States. In accordance with a provision in the Department of the 
Interior Appropriation Act, 1951 (64 Stat. 679, 692), the Bureau of 
Mines acquired approximately 43 acres of land from the Veterans’ 
Administration on the Fort Snelling Reservation on the outskirts of 
Minneapolis as a site for eventual construction of an experiment 
station. Some warehouse and drill core storage facilities are now 
located there. Completion of this project can be accomplished under 
existing authority without the need for the enactment of additional 
legislation along the lines of S. 98. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Freitrx E. Wormser, 
Assistant Secretary of the Interior. 


S. 98 would authorize the appropriation of $1,350,000 for the 
erection and equipment of the research center and $250,000 annually 
for its maintenance and operation. 
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RELATING TO MONEYS RECEIVED FROM MINERAL 
LANDS IN ALASKA 


June 20, 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3477] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3477) relating to moneys received from mineral 
lands in Alaska, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 3477, is twofold. First, it amends the act 
of October 20, 1914 (38 Stat. 741; 48 U.S. C., sec. 439) to provide 
that net profits realized from the operation of Government coal mines 
in Alaska, plus bonuses, royalties, and rentals under lease shall be 
distributed semiannually in the following manner: 90 percent to the 
Territory of Alaska for disposition by the Territorial legislature and 10 
percent shall be deposited in the Treasury of the United States to the 
credit of miscellaneous receipt. Second, the bill amends section 35 of 
the Mineral Leasing Act of February 20, 1920, as amended (30 U.S.C. 
191) so that an additional 52% percent of the sales, royalties, bonuses, 
and rentals received from coal, phosphate, oil, oil shales, gas, and 
sodium would be paid to the Territory of Alaska for disposition of the 
Territorial legislature. The 37% percent of the funds received under 
existing statutes would continue to be used for the support of roads 
and educational institutions. 

At present, under the 1914 statute, the funds received from the 
Government coal mines are to be-used first to reimburse the Federal 
Government fer expenditures in railroad construction in Alaska and, 
secondly, to be transferred to the Alaska fund which was created by 
the act of January 27, 1905, as amended (48 U. S. C., see. 41) through 
which funds for education, welfare needs, and construction and main- 
tenance of roads, trails, and bridges were to be apportioned. Actually 


86006 











2 MONEYS. RECEIVED FROM MINERAL LANDS IN ALASKA 


no moneys have ever been available for transfer to the Alaska fund, 
Section 1 of H. R. 3477 would adjust the disposition of the funds made 
available under the 1914 act. 

Under the Mineral Leasing Act of 1920, 37% percent of all moneys 
received pursuant thereto are to be paid to the State or the Territory of 
Alaska for the support of roads and educational institutions, and that 
52% percent of those moneys, except in the case of Alaska, are to be 
paid into the reclamation fund. Section 2 of this bill would remove 
this discrimination against Alaska by amending the Mineral Leasing 
Act to provide that Alaska, too, would get its 52\-percent share to be 
used in such manner as the Territorial legislature eas determine. 

The Committee on Interior and Insular Affairs believes this legisla- 
tion is in keeping with its policy of encouraging the Territory of Alaska 
to accept greater responsibility in its administration. 

The favorable report of the Department of the Interior, dated 
February 13, 1957, and addressed to the chairman of the Committee 
on Interior and Insular Affairs of the House of Representatives is as 
follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 18, 1957. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enate: This is in reply to your request for the views of 
this Department on H. R. 3477, a bill relating to moneys received 
from mineral lands in Alaska. 

We recommend that H. R. 3477 be enacted. We believe, however, 
that the subject matter of this bill would be more appropriately 
covered in statehood legislation. 

Section 1 of H. R. 3477 would amend the last sentence of section 9 
of the act of October 20, 1914 (38 Stat. 741; 48 U.S. C., sec. 439). 
Under that sentence, as it now stands, profits from the operation of 
Government coal mines and royalties and rentals from coal leases in 
Alaska are deposited in the Treasury of the United States, and those 
moneys are used in the first instance to reimburse the Federal Govern- 
ment for expenditures made in the construction of railroads in the 
Territory. Section 9 provides that any excess is to be transferred to 
the Alaska fund, but, in actual fact, all proceeds have been needed to 
meet the costs of railroad construction. 

The act of January 27, 1905, as amended (48 U.S. C. 41), estab- 
lishing the Alaska fund, directed that its proceeds be apportioned 
among several specific purposes, such as education, relief + 8 those in 
need, and the construction and maintenance of roads, trails, and 
bridges. Though this statute has not been repealed, its provisions 
have been rendered ineffectual by the act of September 7, 1949, en- 
titled “An act to repeal section 460 of the act of March 3, 1899 (30 
Stat. 1336), as amended, providing for certain license taxes in the 
Territory of Alaska’ (63 Stat. 694). That statute effectively cut off 
all the Alaska fund’s sources of income except for receipts under 
section 9 of the 1914 act, and, as has been pointed out above, no 
moneys have ever been available under that section for transfer to 
the Alaska fund. Section 1 of H. R. 3477 would amend section 9 of 
the 1914 act to provide that the Secretary of the Treasury would pay 
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semiannually to the Territory of Alaska 90 percent of the above 
mentioned proceeds, and the Territorial legislature would be author- 
ized to dispose of these proceeds as it saw fit. The remaining 10 per- 
cent eae be dactelted in the United States Treasury to the credit 
of miscellaneous receipts, and thus would take care of the expenses of 
Federal administration. Such a change in the disposition of receipts 
under the 1914 act as proposed in H. R. 3477 is very desirable. he 
1914 act was written with the needs of 1914 in mind, and present 
conditions in Alaska dictate a different disposition of the proceeds 
under that act. 

Section 2 of H. R. 3477 would amend section 35 of the Mineral 
Leasing Act of February 25, 1920, as amended (30 U. S. C., see. 191), 
which now provides that 37 percent of all moneys received from sales, 
royalties, bonuses, and rentals under that act are to be paid to the 
State or the Territory of Alaska, within the boundaries of which the 
leased lands or deposits are or were situated, for the support of roads 
and educational institutions, and that 52% percent of those moneys, 
except for proceeds derived-from Alaska, are to be paid into the recla- 
mation fund. Section 2 would amend section 35 to provide that an 
additional 52% percent of the revenues derived from Alaska should be 

aid to the Territory for disposition in such manner as the Territorial 
letalature should determine. The Territory would continue to receive 
37% percent for the support of roads and educational institutions. 
Though the Territory already receives as @ direct benefit the same 
percentage of proceeds as do the various States, the States to which 
the reclamation laws are applicable do receive some additional benefits 
from the reclamation fund. If the reclamation laws should be ex- 
tended to Alaska, the Department would give consideration to the 
desirability of having the additional 52% percent of the proceeds 
derived from Alaska paid into the reclamation fund. Under present 
circumstances, however, it is our belief that a payment of 52% percent 
directly to the Territory, to be used as the Territorial legislature with 
its intimate knowledge of Alaska’s needs shall deem advisable, would 
further our present policy of encouraging the Territory to accept more 
responsibility in the carrying:out.of necessary and desirable programs. 
he Bureau of the Budget has advised that there is no objection 

to the submission of this report to your committee. 

Sincerely yours, 
Hatrietp CHILson, 
Assistant Secretary of the Interior. 


The Senate Committee on Interior and Insular Affairs recom- 
mends enactment of H. R. 3477. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, H. R. 
3477 as reported, are shown as follows (existing law proposed to be 
repealed is enclosed in black brackets) : 


Act or Ocroser 20, 1914 (38 Strat. 741, 744; 48 U. S. C. 439) 


Sec. 9. * * * [All net profits from operation of Government mines, 
and all royalties and rentals under leases as herein provided, shall be 
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deposited in the Treasury of the United States in a separate and dis- 
tinct fund to be applied to the reimbursement of the Government of 
the United States on account of any expenditures made in the con- 
struction of railroads in Alaska, and the excess shall be deposited in 
the fund known as The Alaska Fund, established by the Act of Con- 
gress of January twenty-seventh, nineteen hundred and five, to be 
expended as provided in said last-mentioned Act.] All net profits 
from operation of Government mines, and all bonuses, royalties, and 
rentals under leases as herein provided and-all other payments received 
under this Act shall be distributed as follows as soon as practicable after 
December 31 and June 30 of each year: (1) 90 per centum thereof shall be 
paid by the Secretary of the Treasury to the Territory of Alaska for dis- 
position by the Legislature of the Territory of Alaska; and (2) 10 per 
centum shall be deposited in the Treasury of the United States to the 
credit of miscellaneous receipts. 


Act or Fresruary 25, 1920 (41 Srat. 437; 30 U. S. C. 191), as 
AMENDED 


Sec. 35. All money received from sales, bonuses, royalties, and 
rentals of public lands under the provisions of this Act shall be paid 
into the Treasury of the United States; 37% per centum thereof shall 
be paid by the Secretary of the Treasury as soon as practicable after 
December 31 and June 30 of each year to the State or the Territory of 
Alaska within the boundaries of which the leased lands or deposits are 
or were located; said moneys to be used by such State, Territory, or 
subdivisions thereof for the construction and maintenance of public 
roads or for the support of public schools or other public educational 
institutions, as the legislature of the State or Territory may direct; 
and, excepting those from Alaska, 52}; per centum thereof shall be 
paid into, reserved, and appropriated, as a part of the reclamation 
fund created by the Act of Congress known as the Reclamation Act, 
approved June 17, 1902, and of those from Alaska 52% per centum thereof 
shall be paid to the Territory of Alaska for disposition by the Legislature 
of the Territory of Alaska: Provided, That all moneys which may ac- 
crue to the United States under the provisions of this Act from lands 
within the naval petroleum reserves shall be deposited in the Treasury 
as ‘‘miscellaneous receipts”, as provided by the Act of June 4, 1920 
(41 Stat. 813), as amended June 30, 1938 (52 Stat. 1252, 34 U.S. C., 
sec. 524). All moneys received under the provisions of this Act not 
otherwise disposed of by this section shall be credited to miscellaneous 
receipts. Nothing herein contained shall be construed to affect the 
disposition of proceeds or income derived by the United States from 
mineral school sections in the Territory of Alaska as provided for in 
the Act of March 4, 1915 (38 Stat. 1214, 1215; 48 U.S. C., sec. 353), 
as amended. 


O 
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INTERIOR DEPARTMENT AND RELATED AGENCIES 
APPROPRIATION BILL, 1958 


Junge 20, 1957.—Ordered to be printed 


Mr. Haypsrn, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H. R. 5189) 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 5189) making appropriations for the Department of the Interior 
and related agencies for the fiscal year ending June 30, 1958, and for 
other purposes, report the same to the Senate with various amend- 
ments and present herewith information relative to the changes made: 


Amount of the bill as passed by the House_...s--~-4- $454, 395, 700 
Amount increased by the Senate (net)_....0.--.....- 1, 856, 900 

Total of the bill as reported to the Senate__...- 456, 252, 600 
Amount of budget estimates considered_.....-..-- 4. 515; 189, 700 


Amount of 1957 appropriations, including the Supple- 
mental Appropriation Act, 1957; the Second Supple- 
mental Appropriation Act, 1957; the Second Urgent 
Deficiency Appropriation Act, 1957; and the pend- 
ing Third Supplemental Appropriation Act, 1957... 463, 187, 700 


The bill as reported to the Senate: 
Under the budget estimates............-....--. 58, 937, 100 
Under appropriations for fiscal year 1957_._..--- 6, 935, 100 


SUMMARY OF THE Biri 


The committee considered budget estimates totaling $515,189,700 
for the agencies of the Department of the Interior, exclusive of the 
86006 , 
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Bonneville Power Administration, the Southeastern Power Adminis- 
tration, the Southwestern Power Administration and the Bureau of 
Reclamation; and the following related agencies: 


Commission on Fine Arts 

Federal Coal Mine Safety Board of Review 
Department of Agriculture—Forest Service 
Tadiahe Claims Commission 
Jamestown-Williamsburg- Yorktown Celebration Commission 
National Capital Planning Commission 
Smithsonian Institution 

National Gallery of Art 

National Monument Commission 

Alexander Hamilton Bicentennial Commission 
Virgin Islands Corporation 


Included in the total estimates considered is the sum of $10,318,451 
that is required to meet the Government’s contribution to the civil 
service retirement fund. In previous years funds for this purpose 
have been included in one appropriation directly to the Civil Service 
Commission. Public Law. 854, 84th Congress provides that the 
Government’s contribution shall be paid from the same appropriation 
from which the employee is paid. The amount for this purpose is 
noted in the discussion of each appropriation in this report. 

The committee recommends appropriations totaling $456,252,600 
for the activities and programs of these agencies. The amount 
recommended by the committee is a decrease in the budget estimates 
of $58,937,100 and an increase of $1,856,900 over the amount approved 
by the House. It should be noted that the amount recommended 
by the committee includes funds in the amount of $7,896,900 for 
activities and programs for which the House did not provide any 
funds. These are: 





Fish and Wildlife Service, administrative expenses_-...._....._..-- $1, 196, 900 
Acquisition of strategic minerials__..............-.------------- 6, 700, 000 
a ce hee Bais mia oe mace abs 7, 896, 900 


The action of the committee on each appropriation is explained 
under the appropriate heading in this report. 


TITLE I-~-DEPARTMENT OF THE INTERIOR 
DEPARTMENTAL OFFICES 


OFFICE OF SALINE WATER 


Appropriation; fiscal year 1967 _...... 2s es sd SEE $550, 000 
pucest eetitonte, fees! year, 1068... <........ 2262 .500 5065s se 11, 159, 000 
cee Std Mat daulnie~ncin 1, 159, 000 
SS PORNINEIGIION on gk nceweaneesmaccnscecsecae 725, 000 


“Ing¢ludes $8,700 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong, 
The committee recommends the allowance of $725,000 to continue 
the research program on the utilization of brackish and saline water. 
While the*sum' recommended is a decrease of $434,000 below the 
House allowance.and the budget estimate of $1,159,000, it should 
be noted that it is an increase of $175,000 over the amount available 
for the current fiscal year. It is the opinion of the committee that 
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the sum recommended is sufficient to maintain this:program at ‘an 
adequate level. 

It is the view of the committee that in administering this program 
emphasis should be given to the utilization of brackish water where 
there seems tu be some possibility of success in the immediate future, 


Orrice or Orn anp Gas 


Appropriation, fiscal year 1007 ....... nescecoccacemnsnde senenpoewes $513, 800 
Buowet, estimate, fiscs!] veer: TUNG... canccnsecusindsinduleddveshahanna4 1585, 000 
Oe MeO WUNUD... — «oa a arn ame aii Mee ae aR Oe ec msne ee 585, 000 
Gemarmtitas pecommendgation: -.. oobns od snk o's dele ene dance ann 585, 000 


1 Includes $29,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong, 


The committee recommends the allowance of the budget estimate 
of $585,000 for the Office of Oil and Gas. ‘This office provides coordi- 
nation and advice to the Federal Government on all phases of petro- 
leum and gas, and has the responsibility for the enforcement of the 
Connally Hot Oil Act. 

The amount recommended provides for a program. increase of 
$42,200 for the enforcement of the Connally Hot Oil Act. This increase 
will provide for six new examiners that are needed to strengthen the 
enforcement of the law. 


OFFICE OF THE SOLICITOR 


POOINGEeO, OGG WENN ME. 20. Sinn ween cnedins ommnmneentn $2, 835, 000 
Budget estimate, fiscal year 1958_.....-2- 2 - ee  e eeelelelee 12, 923, 000 
House allowatieei isu Goi Jccutuiiiu ol desuasdlislinei wid 2, 900, 000 
Gommittes recommendation... isos. coe bie due Us 2, 900, 000 


Oo Includes $143,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
jong. 


The committee recommends an allowance of $2,900,000 for the 
Office of the Solicitor. The amount recommended is the same as the 
House allowance and is a decrease of $23,000 in the budget estimate. 

This Office furnishes legal service to the Secretary and the heads of 
the constituent bureaus and offices of the Department. All attorneys 
and related personnel of the Department, with minor exceptions, are 
under the supervision of the Solicitor. 

Funds in the amount of $35,000 were provided in the Department 
of the Interior and Related Agencies Appropriation Act, 1957, for the 
revision of the Handbook of Indian Federal Law. The committee 
has been advised that the fon can be completed with the funds 
provided, but will not be completed in time to have the book ‘printed 
in the current fiscal year. Therefore, the committee recommends the 
inclusion of a provision to continue available $18,500 of the funds 
appropriated to cover the cost of printing. 


OFFICE OF MINERALS MOBILIZATION 


Appropriation; fiscal yeat;4967)5- <4 oso 4- meme} <ntopee nnn a clin omend $300, 000 
Budget estimate, fiscal year 1958_....... 224-42 2 ese e eee we eee 1313, 000 
House allowance_____--- = Gai ascites as rots Sidicad eho do orras duh oder: een de 313, 000 
Committee recommendation.............1...2- 2 2b lle eld 263, 000 


' Includes $13,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong. 
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The committee recommends the allowance of $263,000 for the Office 
of Minerals Mobilization. The amount recommended will provide 
for‘an adequate staff to perform the functions of this Office. 

The Office of Minerals Mobilization provides coordination and 
advice to the Federal Government on all phases of metals, minerals, 
and solid fuels, to assure adequate development, distribution, utiliza- 
tion, and conservation of resources and facilities to meet essential 
civilian and military mobilization requirements. 


ACQUISITION OF STRATEGIC MINERALS 


Been SOE SET. Soo nacw acca ccccsecesccocscee $21, 000, 000 
Budget estimate, fiscal year 1958_..........---.-.----.------- 40, 000, 000 
EON Bis gach sy dd pet aero ob wen nemaewencs<-oe None 
Committee recommendation..............--..-----.-.+-------- 6, 700, 000 


The committee recommends the allowance of $6,700,000 for the 
acquisition of strategic minerals under Public Law 733, 84th Congress, 

The recommendation will provide $4,200,000 to continue the fluor- 
spar program and $2,500,000 to continue the asbestos: program. 
There are adequate funds available to continue the columbium- 
tantalum program. 

The committee recommends that no funds be allowed for the 
purchase of tungsten. It is the view of the committee that it is not 
possible to obtain funds for the purchase of tungsten under the 
provision of Public Law 733. In the event Public Law 733 is amended 
or new legislation enacted pertaining to the acquisition of tungsten the 
committee would consider a request for funds, which should be sub- 
mitted in the regular manner, to implement such legislation. 


Bureau or Lanp MANAGEMENT 


MANAGEMENT OF LANDS AND RESOURCES 


Appropriation, fiscal year 1957. 2.255.502.2202 2.2 eek $18, 369, 300 
Budget jestimate, fiscal year 1958. :-2...-........-.-..-...-.---- 1 22, 220, 000 
I ais 22, 000, 000 
ee ne nosamdbancsccunntnn= 22, 000, 000 


! Includes $602,400 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
ong. 


The committee recommends concurrence in the House allowance 
of $22,000,000 for this appropriation, which is a decrease of $220,000 
in, the budget estimate. The reduction of $220,000 has not been 
applied to any specific activity presented in the budget. 

The recommendation provides for an increase of $3,028,300 for the 
programs conducted under this appropriation, which involves the 
management of 468 million acres of public lands in the United States 
and Alaska. In addition the Bureau has responsibility for mineral 
resources on 358 million acres of land under the jurisdiction of other 
Federal agencies. 

Of the increase recommended $900,000 will be reimbursed to the 
Treasury from the receipts from the sale of timber that would other- 
wise be paid to the ‘‘O and C” counties. This sum represents the 
counties’ share of a reforestation program on these Oregon and 
California revested grant lands. 
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CONSTRUCTION 
Appropriation, fiscal: year 1957___...........-.---.-------..---.- $4, 600, 000 
Budget. estimate, fiscal year 1958_.... 2.26 cnc een ne nw on ence 1 6, 500, 000 
MI RUROINI no ee Ee ee ee 6,.500, 000 
Committes recommendation. oo bse ce kone skeen ceteces 5, 480, 000 


' Includes $33,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong. 


The committee recommends the allowance of $5,480,000 for the 
construction program of the Bureau of Land Management. The 
amount recommended is a reduction of $1,020,000 below the budget 
estimate and House allowance of $6,500,000. 

The estimate includes $6,020,000 for the construction of access 
roads on the Oregon and California grant lands. Under a provision 
in the bill the total amount appropriated for the construction of such 
roads is returned to the Treasury from receipts from the sale of timber 
that would otherwise be paid to the counties. This procedure has 
been followed since fiscal year 1953. The amount requested for the 
construction of access roads on these lands was based on estimated 
receipts of $28 million. The Department now estimates receipts will 
total only $24 million. Inasmuch as $900,000 of such receipts will 
be required to reimburse the Treasury for a reforestation program, 
which the committee has approved, the committee recommends the 
allowance of $5 million for the construction of access roads. The 
action of the committee is in accord with the views of the Department 
and the counties involved. 

It is the view of the committee that funds appropriaied for the 
construction of access roads on the O and C lands should be available 
for the construction of such roads on those O and C lands administered 
by the Department of Agriculture pursuant to Public Law 426, 83d 
Congress. ‘Therefore, the committee requests that the Departments 
concerned confer with the representatives of the counties in the 
formulation of a road program that will provide for the maximum 
development of the lands within the funds available. Inasmuch as 
the Committee has recommended a substantial reduction in the funds 
for the construction of access roads it may not be practical to include 
those lands administered by the Department of Agriculture in the 
program for fiscal year 1958. However, the budget for fiscal year 
1959 should be based on a program including those lands administered 
by the Department of Agriculture. 

The committee recommends that the balance of the program 
presented in the budget be approved. These items are: 


Acquisition of rights-of-way, $30,000. 
Construction of buildings, $350,000. 
Construction of Alaskan recreational facilities, $100,000. 
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ADMINISTRATIVE PROVISIONS 


The committee recommends the granting of authority for the 
purchase of 41 passenger motor vehicles, of which 31 are for replace- 
ment of existing vehicles that meet the requirements for replacement. 
The 10 additions to the fleet are required in administering the various 
programs of the Bureau. 


RANGE IMPROVEMENTS 


(INDEFINITE APPROPRIATION) 


The committee recommends the inclusion of the provision recom- 
mended in the budget and approved by the House appropriation, a 
portion of the receipts from grazing fees in accordance with sections 
3 and 10 of the Taylor Grazing Act (48 Stat. 1269), as amended. 
These funds are used for rehabilitation and improvement of the public 
range lands through such measures as reseeding and construction and 
purchase and maintenance of range improvements. It is estimated 
that this appropriation will amount to $620,000 for fiscal year 1958, 


Bureau or INDIAN AFFAIRS 


EDUCATION AND WELFARE SERVICES 


Reetentiotion, Gaus) year 1957 3. etl Le ue $50, 720, 000 
Budget estimate, fiscal year 1958_..........-.-..--------------- ' 59, 560, 000 
Seen IOIONOD iii se Bit id ni ne deco ddn ten tbhwimehccunenmeme 59, 560, 000 
CRIRD SOTITIINN gn 8 ino ome menndenepeenee 59, 460, 000 


C. Includes $1,457,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
ong 


The committee recommends the allowance of $59,460,000 for the 
education and welfare programs of the Bureau of Indian Affairs. The 
amount recommended by the committee will provide funds for the 
following programs: 


Adjusted | Estimate, Committee 


Activities appropria- | 1958 and recommen- 
tion, 1957! House dation 
allowance 


. Educational! assistance, facilities, and services $43,932,000 | $50, 136, 000 $50, 036, 000 





1 

2. Welfare and guidance services...............-. 3, 838, 000 | 4, 954, 000 | 4, 954, 000 

3. Relocation services._............ 3, 541, 000 | 3, 541, 000 | 3, 541, 000 

€, BEG RIne fay BOE CEO anno ccsccecccseintcgnctqpenacce= 866, 000 | 929, 000 | 929, 000 
TE i ciniblcdadtdtntemnnvninbinninmt te idl dibiiaedd) | 52,177,000 | 59, 560, 000 59, 460, 000 





1 Adjusted to reflect increase to meet Government’s contribution to the civil service retirement fund. 


Educational assistance, facilities, and services, $50,036,000.—Under 
this program financial assistance is extended to public schools enrolling 
Indian children under State and local school district contracts. 
Where public facilities are inadequate or nonexistent the Bureau 
operates boarding and day schools. Within the total funds available 
88,850 Indians will be attending schools of various types, an increase 
of 4,790 over the current fiscal year. Of the total number attending 
schools under this program approximately 43,000 will be enrolled in 
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public schools. Of the increase recommended, $1,500,000 is to 
fnitinte the “adult vocational training program” authorized in Public 
Law 959, 84th Congress. It is estimated that 600 Indians will be 
assisted under this program in fiscal year 1958. 

It is the view of the committee that the funds provided for the 
“higher education program” should be limited to institutions above 
the high school level, exclusive of vocational and technical schools. 
The committee has recommended the allowance of $1,500,000 to 
initiate the adult vocational training program authorized by Public 
Law 959, 84th Congress. Those Indians desiring technical training 
are eligible to receive aid under this program. 

The committee recommends the disallowance of $100,000 included 
in the estimate to initiate a Comprehensive Survey of Indian Educa- 
tion. This survey was authorized by Public Law 702, 84th Congress. 
It is the view of the committee that such a survey should be deferred 
until a more definite plan can be established. 

Welfare and guidance services $4,954,000.—Under this program 
welfare services, including direct relief and foster home care, are 
provided for needy adults and children. During the current year it is 
estimated that 10,100 Indians received aid, and the recommended 
increase of $1,116,000 will provide aid for an estimated 12,300. 

Within the amount allowed for “Welfare and Guidance.Services” 
$170,000 is to be made available for the foster-home care program 
in Minnesota. 

Relocation services, $3,541,000.—The relocation program assists 
Indians from reservations to settle and secure permanent employment 
in non-Indian communities away from the reservation and to adjust 
to the new living and working conditions encountered. It is estimated 
that 10,000 Indians will participate in this program in fiscal year 1958. 

Mainteing law and order, $929,000.—Police services and tribal court 
operations are financed on Indian reservations, and special officers 
direct enforcement of Federal law. An increase of $63,000 is required 
to meet additional operating expenses and for the care and feeding of 
an increased number of prisoners. 


RESOURCES MANAGEMENT 


Reerouriation, feeat vee? 1067. inn 3c te ceneclerine See ceS 1 $16, 450, 000 
Budget estimate, fiscal year 1958..........-..-...-------..--ee 2 17, 200, 000 
NN DEINE... 5 ole. 5 ns RE ats eins Ginb detained Do We kee 17, 200, 000 
Cossmnities recommencetnn..... «+. -.- 5% ces ceaceseccccccancde 17, 200, 000 


1 And in addition $283,000 to be transferred from other appropriations pending in the Third Supplementa 
Appropriation Act, 1957 (H. R. 7221) 

2 Includes $542,500 for the payment of civil service retirement costs pursuant to Public Law %54, 84th 
Cong 


The committee recommends the allowance of the budget estimate 
of $17,200,000 for this appropriation. These funds finance the pro- 
grams of the Bureau dealing with the management and development 
of the resources of the Indians of the continental United States and 
the natives of Alaska. 

The recommendation of the committee, the amount which was 
approved by the House, provides for a net increase of $207,500 in 
the various programs. The increases are: 

Forest and range lands, $101,100.—The estimate includes a total 
of $2,883,000 for the management of Indian forest and range lands. 


25002°—58 _ S. Rept., 85-1, vol. 2 $0 
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The increase of $101,100 recommended will be used primarily for 
forest inventories and planning preparatory to expanded timber sales 
activities. 

Agricultural and industrial assistance $28,499.—This increase will 
allow the Bureau to more adequately meet the need to intensify 
planning operations with tribes looking toward eventual self-deter- 
mination. 

Soil and moisture conservation, $288,500.—The estimate includes a 
total of $4,638,000 for this purpose. The increase of $288,500 over 
the amount available for the current year is required to continue the 
program in accordance with the Department’s 20-year program for 
soil and moisture conservation. 

It is estimated that the Government’s contribution to the civil 
service retirement funds for those employees paid from trust funds 
(Indian tribal funds) will amount to $80,000. The committee recom- 
mends the inclusion of a provision to authorize the use of funds 
appropriated in this paragraph for the Government’s contribution 
for those employees paid from trust funds. This recommendation is 
in accord with the action of the House committee, except the House 
committee directed that such funds should be paid from funds pro- 
vided for ““Management of trust property’’; and the provision recom- 
mended by the committee does not spec ‘ific ally state what funds are 
to be used. The committee requests the Department to bring this 
situation to the appropriate legislative committee to determine if 
additional legislation is required. 


CONSTRUCTION 


AdeeiiaGon Gate year AOS x nos é oon a 5 ne skins ci wens eeciice $5, 240, 000 
nen RIOR N TOOL POOP TN ne... nditacemandueedemene edu 1 21, 225, 000 
ee te ee Sees oe .--- 17,000, 000 
Committee reebmmendation.. .) oo on Sh i Sc lee ck 17, 000, 000 


Pt Includes $125,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
Song. 


The committee recommends concurrence in the House allowance 
of $17,000,000 for the construction program of the Bureau of Indian 
Affairs. The allowance is a decrease of $4,225,000 below the budget 
estimate. 

The program presented in the justifications in support of the budget 
estimate is approved. This program consists of the construction of 
buildings and utilities, such as schools, dormitories, quarters for 
employees, and related utilities; and the construction and rehabilita- 
tion of Indian irrigation systems. 

In addition to the program presented in the budget, the committee 
has approved the construction of adequate jail facilities at the Turtle 
Mountain Indian Agency, North Dakota. The committee was ad- 
vised that the cost of such facilities will be approximately $120,000. 

For the current fiscal vear a construction program of $7,740,000 
was approved and only $5,240,000 was appropriated, leaving an un- 
appropriated balance of $2,500,000. In approving the program for 
fiscal 1958 and providing only $17,000,000, an additional unappro- 
priated balance of $4,225,000 is created. Therefore for fiscal years 
1957 and 1958 there is an unappropriated balance of $6,725, 000 that 
will have to be appropriated in future years in order to complete the 
approved program, 








INTERIOR AND RELATED AGENCIES APPROPRIATIONS, 1958 9 


ROAD CONSTRUCTION AND MAINTENANCE (LIQUIDATION OF CONTRACT 


AUTHORIZATION) 
Appropriation, fiscal. year 1087 ...4 0pm ee epee ccececcocsoeues $11, 500, 000 
Budget estimate, fiscal year 1958__........-..--------.------- 12, 000, 000 
ates GMOWARNOO. CS CCU Re Sei Ce ee eos eee 12, 000, 000 
Cammieted PEOUINMNORGRWON: 5 boo So oe Ser eden 12, 000, 000 


The committee recommends the allowance of the budget estimate 
of $12 million, which was approved by the House, for the road con- 
struction program of the Bureau of Indian Affairs. These funds are 
required to liquidate contract authorizations granted in the Federal 
Aid Highway Acts of 1954 and 1956. 

These funds finance the road construction program that is designed 
to complete unfinished road projects necessary to the economy and 
community life of the areas served and for the reconstruction of roads 
to standards acceptable to those local governments willing to assume 
future maintenance responsibilities; and the road maintenance pro- 
gram that includes the maintenance of 18,040 miles of roads located 
on 179 reservations in 24 States. 


GENERAL ADMINISTRATIVE EXPENSES 


appropriation, fiscal year 1967... .....<s<ccscnuauassususenaceee $3, 190, 000 
Budget estimate, flecal year '1068..., 215-2. ccdtee ceca oe. k a dS 1 3, 564, 000 
eOese BLOWANGS.. 3. 5 2S EE Bet ee. cccccwdawacens 3, 400, 000 
Committee recomme nd: ation het hace dice isass dea pc dmaitn carla iene OES Aa ii: 3, 500, 000 


! Includes $154,000 for the payment of civil service retirement ¢osts pursuant to Public Law 854, 84th Cong 


The committee recommends an allowance of $3,500,000 for the 
general administrative expenses of the Bureau. The recommenda- 
tion is an increase of $100,000 over the House allowance. 

The recommendation is a program increase of $156,000 which is to 
be used for additional employees in the agency offices of the Bureau. 

It is the view of the committee that Indians should be given prefer- 
ence in filling the new positions in the Bureau, where they are qualified 
to perform the duties required. 


PAYMENT TO MENOMINEE TRIBE OF INDIANS 


Appropriation, fiscal-year 19087 i 2ivs2 oes esha dk Cs eee lnce None 
pudent estimate, fised] your, 1950 ds. was paseswoemansedpenieouacen<% $500, 000 
I a i eee Oe 300, 000 
COmmicwe TOGGIMMENUNUON...- . ooo occ Ve dipawuaucetnweeue 300, 000 


The committee recommends concurrence in the House allowance of 
$300,000 for payment to the Menominee Tribe of Indians, a reduction 
of $200,000 in the estimate. It is the view of the committee that the 
amount recommended is adequate for fiscal year 1958. 

This payment was authorized in Public Law 715, 84th Congress, 
and provides for payment by the Government of necessary expenses 
involved in preparing the Menominee Tribe of Indians for termination 
of Federal supervision. 


ADMINISTRATIVE PROVISIONS 


The committee recommends the granting of authority for the pur- 
chase of 300 passenger motor vehicles. ‘These vehicles are for the 
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replacement of vehicles that meet the standard for replacement 
established by the General Services Administration. 


TRIBAL FUNDS 


Bienrenseens0G, GAG FORr TOs... <usou. ose ec tat uct cSe a $3, 000, 000 
POP COEUR Le, BOCK) VOR 1U0G... 0 haa ccn-- isos cdnnabhsenshwanr 13, 000, 000 
ee i Ghaceebhewomuneak 3, 000, 000 
Committee recommendation._.........-- 2-2 2, 920, 000 


' Includes $80,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong, 


The committee recommends an appropriation of $2,920,000 from 
“tribal funds,” which are funds held in trust for various Indian 
tribes. The estimate included $80,000 for the Government’s con- 
tribution to the civil service retirement fund for those employees of 
the Bureau who are paid from tribal funds. Inasmuch as the com- 
mittee has recommended the inclusion of a provision to authorize this 
contribution to be paid from the appropriation, “‘Resources manage- 
ment,’’ this estimate has been reduced accordingly. 

This appropriation of trust funds is made under the provisions of 
various acts authorizing the use of such funds for expenses of tribal 
governments, administration of Indian tribal affairs, employment of 
tribal attorneys and other similar programs. 


GEOLOGICAL SURVEY 


SURVEYS, INVESTIGATIONS, AND RESEARCH 


I ONRORE BORE tt ccndinniannnnenannseneens $31, 602, 000 
EO ne cee mmarininnianc aim mem cue 1 38, 775, 000 
Brae maowmiee. 2 US ei bcos ey ili leuly 36, 000, 000 
Committee recommendation. io... coos. Jo la eek ccceece 37, 500, 000 


o Includes $1,365,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
ong 


The committee recommends the allowance of $37,500,000 for the 
programs of the Geological Survey. The sum recommended is an 
increase of $1,500,000 over the House allowance and a reduction of 
$1,275,000 in the budget estimate. 

The recommendation provides for an increase of $4,533,000 for 
the various activities of the Survey, which involves the providing of 
basic and scientific: data concerning the water, land, and mineral 
resources of the Nation and supervising the development of minerals 
on Federal and Indian lands. 

The budget estimate includes an increase of $845,000 for “Imple- 
mentation of the national minerals policy.” This increase has been 
disallowed. It is the view of the committee that. the sum of $1,065,000, 
the amount provided for the current year. is adequate for this pro- 
gram. 

The balance of the reduction in the budget estimate—$430,000— 
is to be absorbed among the various activities exclusive of “Water 
resources investigations.” 


ADMINISTRATIVE PROVISIONS 


The committee recommends the inclusion of authority for the 
purchase of 145 passenger motor vehicles, of which 125 are for the 
replacement of vehicles that meet the established standard for replace- 
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ment. The 20 additional vehicles are required for the use of additional 
field personnel. 
The committee recommends the deletion of the following provision: 


: Provided, That, notwithstanding the provisions of any other 
law, the President is authorized to appoint a retired officer 
as such representative, without prejudice to his status as 
a retired Army officer, and he shall receive such compensation 
and expenses in addition to his retired pay’ 


The committee was advised by the Department that this provision is 
no longer required. 


Bureau or MINES 


CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 


Batonrtiavon: Teonk Het 1907... coco ncceseaeeccobouses nome $15, 862, 750 
Budget estimate, fiscal year 1958_........ 2.2.22 Lee 119, 575,.000 
Onee. allowan0@.6. uc ws as <a sos wu GUL a oe cadets sedweccdss 18, 700, 000 
Committee recommendation. 406 6206 sc. <n sb eetele eine 18, 910, 000 


! Includes $758,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong 


The committee recommends the allowance of an appropriation of 
$18,910,000 for this appropriation. The recommendation is an .in- 
crease of $210,000 over the House allowance and a reduction of 
$665,000 below the budget estimate. 

The recommendation provides for an increase of $1,191,250 in the 
programs conducted under this appropriation which involve con- 
serving, evaluating and developing the mineral resources of the 
Nation. 

Within the funds recommended, $210,000 is for the maintenance 
and protection of the oil shale facilities at Rifle, Colo., and not to 
exceed $100,000 is for the preparation of plans for the research labora- 
tory to be established at Minneapolis, Minn. 

The reduction in the budget estimate has not been allocated to any 
specific activity or project presented to the committee. 


HEALTH AND SAFETY 


Appropriation, fiscal year: 1004 o. .ocacocnenaasuedledei Gnisendbuee $5, 304, 300 
Budect estimate, Gacdi FONT TBOG. .t...<dccense eepedaddne odd eemmeies 15, 900, 000 
OURS AIIOWANOE..... ~~. <- cco cccwccaceds codseddennibcsbacete 5, 900, 000 
Committee recommendation............0 cL es Ls lui 5, 900, 000 


t Includes $246,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong. 


The committee recommends the allowance of the budget estimate 
of $5,900,000, which was approved by the House, for this appropria- 
tion. This amount will provide for an increase of approximately 
$440,000 in the programs conducted under this appropriation and is 
required for salary adjustment for professional personnel authorized 
by Public Law 763, 83d Congress; and for the expansion of health 
and safety programs in the mining, metallurgical, petroleum, natural 
gas, and allied industries. 


CONSTRUCTION 
Aunedoriation, Ga0el, .2O0t JO87 ,cnbperoacnsnetanantondtmeentactbonsin None 
Snes Geetnnee, GONE YOET 1UUE. <6 cccqusnseecesnsensnhonmenaksenen $23, 000 
House allowanod.........22 ose cecal ele cceccceccsceescccecebevecess 23, 000 
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The committee recommends the allowance of the budget estimate 
of $23,000, which was approved by the House, for the paving and 
improvement of streets adjoining the petroleum experiment station 
at Bartlesville, Okla. 


GENERAL ADMINISTRATIVE EXPENSES 


Pe Cs SON SE oo coc c eee cecahepencdereeteet $1, 030, 000 
Budget estimate, fiscal year 1958)__.L 222 ele 11, 135, 000 
a at 1, 135, 000 
Sennen, wunenernnaemrcntnrnms 8 258 oe 2 ib ee oe rs eo Oe. 1, 095, 000 


‘ Includes $54.00 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong 


The committee recommends an appropriation of $1,095,000 for 
general administrative expenses, which ts a reduction of $40,000 below 
the budget estimate and House allowance. 

The committee has disallowed the following requested increases: 

Executive direction, $28,000. 
2. Administrative direction, $12.000. 


NATIONAL PARK SERVICE 


MANAGEMENT AND PROTECTION 


Appropriation, fiscal year 1957.2... S20 Ll aU OL $11, 562, 000 
Budget estimate, fiscal year 1958_..............-.2...2 2 eeee 1 14, 523, 000 
Ie 8 8 a a a i le a 13, 750, 000 
CC ORR FOOT ENOTIRO nr o ns . i nmaoodnenssanbpentn 14, 150, 000 


1 Includes $459,406 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
Cong 


The committee recommends an appropriation of $14,150,000 for 
the management and protection of facilities and areas under the 
jurisdiction of the National Park Service. 

The recommendation is a decrease of $373,000 in the budget esti- 
mate and an increase of $400,000 in the House allowance. The sum 
recommended will provide for an increase of $2,128,594 for the various 
programs conducted under this appropriation. 

The following items in the budget have been specifically disallowed: 

Historic American buildings survey, $139,265. 
Historic sites survey, $92,930. 
Field-training facility, $45,000. 

The balance of the reduction has been applied to the activity, 

“Management of park and other areas.” 


MAINTENANCE AND REHABILITATION OF PHYSICAL FACILITIES 


Petemenrietinn,. fecal weet VODT...). cm eden lendnn cinemewoneagdé a $10, 158, 000 
peeppesumets Sera year ORS o . wemanenasempenosennean@= 1 11, 763, 000 
tenet BB ae: acti de sain, Saale atte aly ag lt Ae AB 11, 500, 000 
Committee recommendation... ........-..-....-.-...-..-------- 11, 763, 000 


! Includes $330,191 for the payment of civil service retirement cests pursuant to Public Law 854, 84th 
Cong 


The committee recommends the allowance of the budget estimate 
of $11,763,000 for the maintenance and rehabilitation “of physical 
facilities under the jurisdiction of the Park Service. This amount is 
an increase of $263,000 over the House allowance. 
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The recommendation will provide for a program increase of 
$1,274,809 over the amount available for the current year. It is the 
view of the committee that this increase is fully justified in view of 
the increase in the facilities that have to be maintained. 


CONSTRUCTION (BUILDINGS AND UTILITIES) 


Appropriation, fiscal year 1907202000 se elec adild $15, 250, 000 
Budget estimate, fiscal year 1958_ 2... ---2 2-2-2 eee 1 20, 000, VOO 
House ‘allowance... -__ Ei fF ied db tod Wie Uw did be Eh ts wo bheadh egtiores ace d orec ont bate 20, 000, 000 
Committed recom Menge ode don dies bd tcusus hots Ukhe ae hdkaabe 17, 000, 000 


1 Includes $91,827 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong 


The committee recommends the allowance of an appropriation of 
$17 million for the construction of buildings and utilities in the 
national parks. ‘The amount recommended is a decrease of $3 million 
in the budget estimate and House allowance. 

The budget estimate includes $1,622,000 for the repair of roads and 
trails damaged by floods, and $50,000 for “archeological excavations.” 
The committee recommends that these be disallowed. With respect 
to the repair of roads and trails damaged by floods the committee 
directs that this work be financed from funds made available for the 
construction of roads and trails, and such work is to have priority 
over other projects in the road program. 

The committee has approved the following program: 

Buildings, utilities, and other facilities presented in support of the 

eee oa ho dd. bo coalldeae. aad aad bis oeeht a clewied oer Tu $17, 234, 800 

Independence National Historical Park.......-..._---.------- a 100, 000 


Acquisitions of lands and water rights presented in support of the 
DUGHCS COUR ow on i ela ein dans Poth bahc ead bln ae 1, 093, 200 


ocacnmnsa cies Sis Uo SEER BASE Ibo nc asekase 18, 428, 000 


It is the view of the committee that the sum recommended— 
$17 million—is more than adequate to finance the approved construc- 
tion program of this magnitude, in as much as there will be delays in 
incurring obligations. This procedure has been followed by the 
committee with respect to the construction program of the Bureau of 
Indian Affairs. In the event that it is necessary to defer projects the 
committee directs employee housing projects be deferred. 

The committee has carefully considered the plans of the Park 
Service for the development of Mount Ranier National Park, and 
directs the Park Service— 

(1) to reseind its arbitrary decision ruling out high elevation 
overnight accommodations; 

(2) not to use any construction funds for any development that 
might foreclose any of the park to development oe puseadeae 
facilities; 

(3) to determine the best locations for overnight accommoda- 
tions; 

(4) to proceed with necessary design wark and cost studies for 
such high elevation overnight accommodations, whether these 
facilities to be construction with public or private funds; and 

(5) to complete its studies nd make recommendations as to 
how private enterprise might be encouraged to do the job. 
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CONSTRUCTION—ROADS AND TRAILS AND PARKWAYS (LIQUIDATION OF 
CONTRACT AUTHORIZATION) 


Appropriation, Gboal rear: ADB Tc). 433 29 ech don tp accel eententone= $29, 800, 000 
ir Cet l COO6. . anccsnncosniioneewdoneweswones 31, 000, 000 
I ee ean oweee 31, 000, 000 
Committee recomimendstion |! 2.5 oos86 Ud ee eee ec2u.. 31, 000, 000 


The committee recommends that. the Senate concur in the House 
allowance of the budget estimate of $31,000,000 for the liquidation 
of contract authority granted in the Federal-Aid Highway Act for 
the construction of roads and trails and parkways. 

The road program for fiscal years 1958 and 1959 is to be adjusted 
in order that funds in the amount of $1,622,000 shall be available for 
the repair of flood damage to roads and trails in the parks. 

It is the view of the committee that the Park Service should make 
every effort to complete the road system in the Theodore Roosevelt 
National Memorial Park in time for the Theodore Roosevelt Cen- 
tennial. 

GENERAL ADMINISTRATIVE EXPENSES 


Anroptation, Geont year 31007 iss0i5 Ska Se sk chide cewecwe den coe $1, 250, 000 
emieet estéinete, Geatl vont 1056. nica g innate cibncwncenene 1 1, 365, 000 
st deamennweee 1, 330, 000 
et SUE... ccseccouchcacacsusnccsussceauwae 1, 330, 000 


! Includes $69,190 for the payment of civil service retirement eosts pursuant to Public Law 854, 84th Cong. 


The committee recommends concurrence in the House allowance 
of $1,330,000 for general administrative expenses of the Park Service. 
The amount recommended will provide for an increase of approxi- 
mately $10,000 in the level of the program over the current year. 


ADMINISTRATIVE PROVISIONS 


The committee recommends the inclusion of authority for the pur- 
chase of 124 passenger vehicles, of which 117 are for replacement of 
vehicles that meet the established standard for replacement. The 
seven additions are necessary for the administration of new areas and 
for the expanded field staffs provided for in the bill. 


Fiso AND WILDLIFE SERVICE 
REORGANIZATION OF THE FISH AND WILDLIFE SERVICE 


The budget for the Fish and Wildlife Service was submitted to 
implement the reorganization of the Service authorized in the Fish 
and Wildlife Act of 1956, Public Law 1024 of the 84th Congress. The 
act established an Assistant Secretary for Fish and Wildlife, a Com- 
missioner of Fish and Wildlife, and created two separate bureaus— 
the Bureau of Sport Fisheries and Wildlife and the Bureau of Com- 
mercial Fisheries. The recommendations of the committee are in 
accord with the reorganization authorized in this act. 

The act, in establishing the two separate Bureaus, reads as follows: 


* * * There is also established a United States Fish and 
Wildlife Service within the Department, consisting of two 
separate agencies, each of which shall have the status of a 
Federal Bureau. 


The action of the committee in recommending appropriations are in 
full accord with the above quoted provision of the act. 





INTERIOR AND RELATED AGENCIES APPROPRIATIONS, 1958 15 


The recommendations of the committee with respect to funds for 
general administrative expenses and salaries and expenses are in 
accord with the requests of the Department which are based on the 
actions of Congress on this matter in the pending Third Supplemental 
Appropriation Act, 1957. The budget proposed an administration 
setup that required a total of $2,752,500, of which $995,500 was to 
be financed by funds from permanent and indefinite appropriations 
and transfers; and $1,757,000 by direct appropriations. It is esti- 
mated that this setup would require 375. permanent positions, an 
increase of 117 over the number required prior to the reorganization. 
The committee’s recommendations provide for an administration setup 
that will require a total of $2,192,400, of which $995,500 will be 
financed from permanent and indefinite appropriations and transfers 
and by direct appropriations of $1,196,900. It is estimated that this 
setup will require 30 additional permanent positions. 

While the recommendations of the committee are based on provid- 
ing for administrative services of the Bureau of Sport Fisheries and 
Wildlife and the Bureau of Commercial Fisheries under the Office of 
the Commissioner of Fish and Wildlife, it is the view of the committee 
that it would be desirable and in keeping with the intent of the act, if 
such services were provided under the office of. the Director of the 
respective bureaus. It must be done with the amount of funds 
recommended for general administrative expenses and salaries and 
expenses. The committee adds that the Secretary has the authority 
under Reorganization Plan No. 3 of 1950 (64 Stat. 1262) to transfer 
the functions and funds involved in order to provide for separate 
administrative services and urges him to provide such separate 
services. 

Bureau or Sports Fisheries AND WILDLIFE 


MANAGEMENT AND INVESTIGATIONS OF RESOURCES 


Appropriation, fiscal year 1957. ...--.- 2.22 teen ee eee nee $10, 217, 340 
Budeact estimate. tissal, year. 1905... acn«sonpneretsnnncanteocacd 111, 500, 000 
Revised estimate (by the Department) -....-.- 2.22 12, 000, 625 
OUND BIO WENCEo 5. den. cc apnnagguncnscungenessanner eee 12, 000, 000 
Committee recommendation...........--- 222-2 Leelee eee ee 12, 000, 000 


Gn Includes $452,260 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
ong. 


The committee recommends concurrence in the House allowance 
of $12 million for this appropriation. The committee considered the 
revised estimate submitted by the Department. The following 
tabulation explains the revision in the estimate: 


ORT CULIOMOE. 8 )0~ co cocwawgcapneqccosn dene nataboalaseee $11, 500, 000 


Plus: 
Funds for the operation of salmon hatcheries in the Columbia 
River basin. This item was originally submitted in the 
appropriation ‘‘Management of resources, Office of the Com- 
mrlesioner s . 0 HUG a LL SULTS Ue sO A 37, 000 
Funds for river basin studies. This item was originally sub- 
mitted in the appropriation ‘Management of resources, 
Office of the Commissione?’ oi3 iio absctea-ceswhsenddeds 843, 000 
Less: 12% percent of the receipts from the sale of products from the 
Pribilof Islands. The budget as originally submitted allocated 
25 percent of such receipts to the program of the Bureau of Com- 
mercial Fisheries. The revised estimate allocates 12!4 percent 
Sp agch cf. the BUreaGt..nceocccoceonestcscauesuninidehnanmne 379, 375 





Ute MRE... poucncancehabouacnamecoucclouenadeos 12, 000, 625 
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The recommendation of the committee will provide for the following 
program increases: 

Management of fishery resources, $391 ,400.—Of the increase $253,350 
is required for the operation of new and expanded fish hatcheries, and 
$138,050 is for an expanded maintenance program on fish-cultural 
facilities. This activity also includes $37,000 for the operation of the 
salmon hatcheries in the Columbia River Basin fisheries program. 

Fishery. research, $82,600.—This inérease will provide for the 
expansion of the research program on improvement of sport fish- 
cultural methods and for investigations of fishery management 
practices on Federal lands. 

Wildlife research, $287,200.—The increase will allow for minor 
expansion of the following programs: Wildlife population studies; 
studies of causes of wildlife depletion; studies to improve wildlife 
management methods; studies to improve bird and mammal control 
methods; and cooperative wildlife research units. 

Soil and moisture conservation, $69,200.—This increase will allow 
the continuance of soil and moisture conservation program on areas 
administered by the Bureau in accordance with the Department’s 
20-year program. 

River basin studies, $263,000.—This activity was submitted in the 
original budget under the appropriation, ‘‘“Management of resources, 
Office of the Commissioner:”” Of the increase, $173,000 is for expanded 
studies on surveys of water-use projects that are required by law, and 
the balance of $90,000 is for studies on the Colorado River storage 
project which was authorized by the last session of the Congress. 


CONSTRUCTION 
Appropriation; fecal year 1057 2s..5 sii6 id. cco de ceo cease scl $2, 601, 000 
Sse LENORE, HOON YORE E006... nce oe asncnnnccccnscee 5, 332, 000 
Ie I ices «Sis ae oe RS NOS RNS o CE5 Am ep hoster a 5, 332, 000 
a ea hinge omnes ea wran ws 5, 677, 000 


The committee recommends the allowance of an appropriation of 
$5,677,000 for the construction program of the Bureau of Sport 
Fisheries and Wildlife. 

The funds recommended are for the following program: 


Projects submitted in the budget estimate__._............_.--.---- $5, 332, 000 
DeSoto-Bertrand Bend Wildlife Refuge.............-.-.--------- 200, 000 
ee amas mansne 90, 000 
Bear Butte National Wildlife Refuge... -') 2 oo 25, 000 
Garrison Dam (Missouri River Basin) Fish Hatchery_..........--- 30, 000 

PR tinier 5c eee eed ote 50s niin eats wed cts oc a es 5, 677, 000 


The committee has not approved the plan presented by the Fish 
and Wildlife Service for the proposed DeSoto-Bertrand Bend Wildlife 
Refuge, nor has the committee approved of any of the alternative 

lans presented. None of the funds provided for this refuge are to 
cs obligated until the Migratory Bird Conservation Commission has 
considered the proposals and granted its approval of the refuge. 


GENERAL ‘ADMINISTRATIVE EXPENSES 


Appropriation, fiscal year 1957 (adjusted)........-.-...-..--------- $200, 300 
Budget estimate, fiscal year 1958__............-...-----.-.-------- 1 220, 200 
Revised estimate (by the Department) -_._...........---.--------. 166, 190 
ee BORING ot doe ooo ee DIE oo SSUES None 
Cominittee rocommendation.«<<5226<s<sc<<ssccssessedh 0 Sled 166, 190 


Ce Includes $10,900 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
ong. 


SSS sl se dS 
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The committee recommends an allowance of $116,190 for general 
administrative expenses for the Bureau of Sports and Fisheries and 
Wildlife. The amount recommended is the revised estimate sub- 
mitted by the Department, which is based on the action of the Con- 
gress on this matter in the Third Supplemental Appropriation Act, 
1957, to implement the reorganization of the Fish and Wildlife Service 
pursuant to Public Law 1024 of the 84th Congress. 

This matter is discussed under the heading “Reorganization of the 
Fish and Wildlife Service.” 


BurREAU OF COMMERCIAL FISHERIES 


MANAGEMENT AND INVESTIGATIONS OF RESOURCES 


Appropriation, fiscal yéar 1967... 2.03 2455. con dache<hGiid~aee-mepede $4, 671, 200 
Paees eutimate, Ghanl Gta 2000. ado ox cence edacadvawtbe ch cavie 15, 985, 000 
Revised estimate (by the Department) __..........---- 2-2 eee 6, 364, 375 
SEAPORD BUOWONOO .. 6 6 6 nsdn watncndcemwacssannetodd Jone sste 6, 000, 000 
EIRURRSCORS TOOOUSIIORTINUION nooo tin ct eeu teauuol eure 5, 781, 000 


1 Includes $182,500 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
Cong. 


The committee recommends an appropriation of $5,781,000 for this 
appropriation. : 

The committee considered the Départment’s revised’ estitiate. of 
$6,364,375. 

The original estimate was in the amount of $5,985,000, and in 
addition 25 percent of the receipts of the sale of products from the 
Pribilof Islands were made available for this program to provide for 
the following program: 


Direct appropriatiogioci. 054 .0swe. 2ne- BG Kdscccmuduslivdin ik $5, 985, 000 
35 percent of Pribilol reseinten, «sca< sine >datnns pee nsentece sdeals 758, 750 
GUA. SHIN ns sania Sag 6 Kerelew ac eae ee ee 6, 743, 750 


Under the revised estimate only 12% percent of the Pribilof receipts 
are made available. Therefore the program is financed as follows: 


aS SE ens ai aad ee Rade btn ie $6, 364, 375 
Is peroent Of Pripiddl recep... o.oo wc ecapaaceckpaedpuccace 379, 375 
DL, ncurnke <iadeobacsunbdsecdtads Lele ore eae 6, 743,750 


The revised estimate included $583,000 for “Education and training 
grants.” This program was authorized in Public Law 1027 of the 
84th Congress. The committee recommends that the funds for this 
program be disallowed. It is the view of the committee that more 
time is required to allow the Bureau to develop more complete plans 
for this program. 

The balance of the program presented in the budget has been 
approved. 


CONSTRUCTION 
Appropriation, fiscal year 1957 (adjusted)_..............-...--.---.- $930, 000 
emeet eetimaete. fedel weer 1008 ign cine diadtinemndinnaeewiankn 700, 000 
i) PiONINND 8 nn. a wae « « eaem addin waa dann we aba nee 700, 000 
EepatithiFb06 LORIAMCTOGN CL. nn seiccs oy ob ices tp Sinks ree tb eho haat bob mec 700, 000 


The committee recommends concurrence in the -House allowance 
of the budget estimate of $700,000 for the construction program of 
Bureau of Commercial Fisheries. 

The program includes the following facilities: 

Fishery research laboratory, Juneau, Alaska, $400,000 
Fishery technological laboratory, Gloucester, Mass., $300,000 
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GENERAL ADMINISTRATIVE EXPENSES 


Appropriation, fiscal year 1957 (adjusted) -....-............-_-------- $89, 200 
Budget estimate, fiscal year 1958___..__.-.-- elle ell 1 220, 200 
Revised estimate (by the Department) __-.2:.-..........-.-.--.-.---. 117, 510 
RON ANNO s o0t «Liisa aealesese saend ada snseeetianeennih None 
Committee recommendation, ...... ~~~ oe ee ee ee deere eee cke ee 117, 510 


1 Includes $5,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong. 


The committee recommends an allowance of $117,510 for general 
administrative expenses for the Bureau of Commercial Fisheries. 
The amount recommended is the revised estimate submitted by the 
Department, which is based on the action of the Congress on this 
matter in the Third Supplemental, Appropriation Act, 1957, to 
implement the reorganization of the Fish and Wildlife Service pur- 
suant to Public Law 1024 of the 84th Congress. 

This matter is discussed under the heading ‘Reorganization of 
the Fish and Wildlife Service.”’ 


FISHERIES LOAN FUND 
ADMINISTRATIVE EXPENSES LIMITATION 


The committee recommends the allowance of a provision, as 
requested in the budget and approved by the House, authorizing 
the use of $313,000 for the ‘Fisheries loan fund’ for administrative 
expenses. Of the total $150,000 is for the expenses of the Small Busi- 
ness, Administration, which, under the authorizing act, is responsible 
for investigation of the loan applications; processing the loans; col- 
lecting payments; and keeping the records. 


ADMINISTRATION OF THE PRIBILOF ISLANDS 
(INDEFINITE APPROPRIATION) 


The committee recommends the allowance of an appropriation, of 
60. percent of the proceeds from the sale of products from the Pribilof 
Islands for the administration of the Pribilof Islands. This provision 
has been in the appropriation for a number of years, was recommended 
in the budget and allowed by the House. 

For the current fiscal year it is estimated that this appropriation 
will amount to $2,855,705, and the estimate for fiscal year 1958 is 
$1,821,000. 


OFFICE OF THE COMMISSIONER OF FisH AND WILDLIFE 


SALARIES AND EXPENSES 


Appropriation, fiscal year 1957 (adjusted)_......-......-...------ $533, 800 
Seen CORR EUR WORT BO os cen ddvcweteonevewnsnpucen 11, 285, 600 
mevaed Gsumate (by the Department) carccccs «- 26. c ce cnccwen, wonnncnnce 
ce ek a catnekig eaten yak enine None 
Committee recommendation..........i ollie lel ole 913, 200 


1 Includes $30,700 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong 


The committee recommends an allowance of $913,200 for ‘Salaries 
and expenses” for the Office of the Commissioner for Fish and Wildlife. 
The amount recommended is the revised estimate submitted by the 
Department to implement the reorganization of the Fish and Wildlife 
Service pursuant to Public Law 1024 of the 84th Congress. 

This matter is discussed under the heading “Reorganization of the 
Fish and Wildlife Service.” 








INTERIOR AND RELATED AGENCIES: APPROPRIATIONS, 1958 19 


ADMINISTRATIVE PROVISIONS 


The committee recommends the inclusion of authority for the pur- 
chase of 124 passenger motor vehicles, of which’114' shall be for 
replacement of vehicles that meet the established standards for 
replacement. ‘The 10 additional vehicles are required to carry out 
the increased programs provided for in the bill. 

The committee recommends the inclusion of a provision to authorize 
transfers between appropriations up to 5 percent of appropriations 
made for the Fish and Wildlife Service in this act. However, the 
appropriations for general administrative expenses and salaries and 
expenses cannot be increased by the authority of this provision... It 
is the view of the committee that such a provision is needed in order 
to assure the fullest possible use of funds provided during the first 
year’s operation under the reorganization. This provision will not be 
repeated in future years. 


OrrFicE oF TERRITORIES 


ADMINISTRATION OF TERRITORIES 


Anneopriation, fiscal'year 1957-20 0. oo. 2st Sad gene beyede ce $2, 803, 000 
Budget-estimate, fiscal year 1968_.... . 5 cds cmwesioucwasen 1 1, 940, 000 
I OUTRO ic det nddoe ve bademae bette wthatiseeiwinedinie 1, 965, 000 
CIOS POCOTIINANORUON sono cnke oceans sate belbnmaniil 1, 940, 000 


1 Includes $32,325 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong. 


The committee recommends the allowance of the budget ‘estimate 
of $1,940,000 for this appropriation. ‘These funds are required for 
the expenses at headquarters of the Office of Territories, and for sup- 
port of the Governments of Alaska, Hawaii, the Virgin Islands, Guam, 
and American Samoa. 

The House allowance included $25,000 for the establishment of an 
auditor’s office under the Governor of Guam. The committee 
recommends that this increase be disallowed. 


TRUST TERRITORY OF THE PACIFIC ISLANDS 


Rovboretstion, Geetl yokr TUGt ......6ccccendcntatemenneeeutanenwde $4, 800, 000 
Budget estimate, fiscal year 1958_.22. 25.00.1220 1 4, 960, 000 
Pe CUINWENOO kis no tech ORs ea deed. 4, 800, 000 
Committee recommendation._.....-.-.s- 2-2 see ve eee ee 4, 800, 000 


! Includes $96,327 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong. 


The committee recommends concurrence in the House allowance of 
$4,800,000 for the ‘Administration of the Trust Territory of the Pacific 
Islands. The recommendation is a reduction of $160,000 below the 
budget estimate, and the same amount as appropriated for the current 
year. 

During the course of the hearings it was brought to the attention 
of the committee that the trust territory was not eligible to receive 
surplus foods from the Department of Agriculture, and that there 
was a need in the schools and hospitals for certain types of foods that 
the Department of Agriculture has available. Therefore, the com- 
mittee recommends the inclusion of a provision in the bill to place 
the trust territory in the same status as States, Territories, and 
possessions in receiving such surplus foods. 
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ALASKA PUBLIC WORKS 


Appropriation, fiscal year 19572-2222 ee eee. $4, 968, 000 
Budget estimate, fiscal year 1958....-1..- 2-22-22 ee eee ec 16, 000, 000 
NINO, Sn Pct ga ON cae Eure wall bed eararetas ame 6, 000, 000 
TEES WE CNINNAIOTN Cc. ka a a acre cate wee oe enews 6. 000, 000 


- Includes $21,600 .or the payment o! civil service retir emeni costs pursuant to Public Law 854. 84th Cong 


The committee recommends concurrence in the House allowance of 
the budget estimate of $6 million for the Alaska public works program. 

This program was authorized by Public Law 264, 81st Congress 
and extended to June 30, 1959, by Public Law 498, 83d Congress. 
The program provides for the construction of public works projects 
in Alaska under agreements with the governmental agencies concerned 
whereby the Federal Government is reimbursed for 50 percent of the 
cost of the projects. 

A total of $70 million is authorized for the program, and including 
the $4,968,000 appropriated for the current fiscal year $58.7 million 
has been appropriated. 


ALASKA PORT OF ENTRY FACILITIES 


Appropriation, fiscal year 1957... .....=..:.----.-;---------------- None 
Budge estimate, fiscal year 1968 -...-==-5 2 s25 522 ee ks $30, 000 
Spee MMOGs ct oo ttec ccc ccksinsccccccccicsccseccssnS bid 30, 000 
Commithee recommendation ...s-2-6-<-<cc-se5.05- [Sb ec Socio None 


The committee recommends that the budget estimate of $30,000 
for the Alaska port of entry facilities be disallowed. It is the view of 
the committee that these facilities can be deferred until a later date 
without serious consequences. 


ALASKA RAILROAD REVOLVING FUND 


The committee has approved the use of $2,765,000 of the revenues 
of the railroad for additions and betterments and replacements. In 
approving the use of these funds the committee expects the Depart- 
ment to review the needs for such expenditures to determine that such 
are required for the efficient operation of the railroad. 


OFFICE OF THE SECRETARY 


SALARIES AND EXPENSES 


nt, UNE WORE BN on acnccensnessoneoasechensvesus 1 $2, 222, 000 
Budget estimate, fiscal year 1958_____....-.--_--------------.-- 2 2, 568, 000 
I a ne i 0 ee eminem i 2, 500, 000 
Comsuaniaen senommenaanon.. fe ee ee oo a8 2, 500, 000 


1 And in addition $65,000 to be eens from other appropriations pending in the Third Supplementa) 
Appropriation Act, 1957 (H. R. 72% 
2 Includes $126,400 for the pay A: ‘ot civil service retirement costs pursuant to Public Law 854, 84th Cong. 


The committee recommends concurrence in the House allowance 
of $2,500,000 for this appropriation, which is a reduction of $68,000 
below the budget estimate. These funds finance the operations of the 
Office of the Secretary, the Under Secretary, the Assistant Secretaries 
and their staffs. 

The recommendation includes $94,000 to finance the Assistant 
Secretary for Fish and Wildlife that was created in the Fish and 
Wildlife Act of 1956, Public Law 1024, 84th Congress. 
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GENERAL PROVISIONS, SECTION 104 


The committee recommends the inclusion of authority for the pay- 
ment up to $100 per day for consultants. It is the view of the com- 
mittee that the Secretary should have this authority in order that 
he can obtain the advice of experts when such advice is required. 
The committee recommends that a limitation of $200,000 be placed 
on the Department for these services. 


TITLE II—RELATED AGENCIES 


CoMMISSION OF FINE ARTS 


Anoronristinn..Gaenk meer LOGF ..... . + cicuseans apt iban malin wheat $31, 00U 
DURA CBGADGUE, TUMORS TORT BU en cb na snc omonamen ce paeaewetnn ' 35, 000 
moles Glidwaneen fe oS SUT cE eee Aa cea 35, 000 
Committee reeommehdation: ) 2.22. 2 wel ede le ceed. lois 35, 000 


' Includes $1,500 for the payment 9 civi se. vice retirement costs pursuant to Public Law 854. 84th Conz 


The committee recommends the allowance of the budget estimate 
of $35,000 for the Commission of Fine Arts. The House approved 
the budget estimate. The recommended allowance provides for a 
program increase of $2,500 that is needed to provide for temporary 
technical assistance for the” prepafation, of models, diagrams, and 
photographic material used in connection with the study of various 
matters presented to the Commission. 


FreperAL Coat Mine Saretry Boarp or Review 


See erarOn, ee WObr Teet 2... = 235555205 Soh ke ao eee $70, 000 
mucus, esumaee, Mens your tO0e...~--~.<-. 2225.06 0 See one 170, 000 
meus alloweiie’ ck its Sus Sd SU SE eS Re Bete IR 70, 000 
Getamitties recommendation... gioco oc). ck cdi cd bss cee est cl 70, 000 


' Includes $2,600 for the payment of civil service retirement costs pursuant to Pub‘ic Law 854, 84th Cong 


The committee recommends concurrence in the House allowance of 
the budget estimate of $70,000 for the Federal Coal Mine Safety 
Board of Review. 

The Board, which was created by the Federal Coal Mine Safety 
Act of 1954, hears appeals from orders of the Secretary of the Interior 
pertaining to violation of safety regulations in coal mines. 


DEPARTMENT OF AGRICULTURE 
Forest SERVICE 


FOREST LAND MANAGEMENT 


Appropriatinn; fiscal year 1957 <i occee os oads ase os sles 1$59, 615, 750 
Budget estimate, fiscal year 1958. ...... 22. oe ence wwe nsw ecieen 272, 730, 000 
ni ce el ee 69, 000, 000 
CJOILone TESOTRRION.. ......-. couce ook occunesaloculoa 68, 750, 000 


Includes $5 million in the Second Urgent Deficiency Appropriation Act, 1957: and in addition transfers 
n the amount of $2,300,000 authorized from other appropriations. ; 
? Includes $1,672,400 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
Cong. 


The committee recommends the allowance of $68,750,000 for this 
appropriation. The recommendation will provide for the program 
presented in the budget estimate with the following modifications: 
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Recreation and public use.—The estimate included $11,500,000 for 
this purpose. The committee recommends $8,770,000, the amount 
allowed by the House. This amount will provide for an increase of 
over $5 million over the amount available for the current year. It is 
the view of the committee that the amount recommended is adequate 
for the initiation of the 5-year development program of the recrea- 
tional areas in the national forests. 

Structural improvements for fire and general purposes.—The com- 
mittee recommends concurrence in the House allowance of $7,209,600 
for this purpose, which is a decrease of $1 million in the budget 
estimate, but an increase of over $2,300,000 over the amount available 
for the current fiscal year. This increase is primarily for construction 
of employee housing. 

Fighting forest fires —The committee recommends $5 million for 
fighting forest fires, which is a decrease of $250,000 below the budget 
estimate and House allowance. This reduction of $250,000 has been 
allowed under the appropriation ‘Forest research” for an expanded 
forest fire control research program. This matter is discussed fully 
under the heading ‘‘Forest research.” 

Within the amount recommended an additional $50,000 is for 
reforestation on the Arizona watershed management project. 

Within the amount recommended $100,000 is for the acquisition 
of lands under the Weeks Act and $5,205,000 is for insect and disease 
control. 

FOREST RESEARCH 


Appropriation, fiecalryear 1957 «sc. en nn denc qn ducer nkh<rccepe= $10, 155, 000 
nn, [RO TOU BWOR.. cone cece ccuwccnncranwcereues 1 11, 325, 000 
Ne eee la kao aden moece Bitoni banda 11, 325, 000 
Pees ReCOIMIOIRLION.... 5. oo wo chisté ane np tees ave 11, 835, 000 


Os Includes $450,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
ong. 


The committee recommends the allowance of $11,835,000 for forest 
research. The amount recommended will provide for the program 
presented in the budget, and the following increases: 

Forest fire control research, $250,000.—The committee is concerned 
over the tremendous losses from forest fires, especially in the South- 
east and south Pacific areas of the Nation. The committee feels that 
an expanded research program in this field is fully justified, therefore 
it recommends an increase of $250,000. The committee recommended 
a reduction of $250,000 in the funds for fighting forest fires to finance 
this increase. 

Arizona watershed management project, $100,000.—It is the view of 
the committee that it is most imperative that improved management 
practices for the watersheds in the Western States be developed. In 
recommending an additional $100,000 for this project the committee 
wishes to make it clear that the results of this program will be 
applicable to all watersheds in the Western States. 

Genetics research, $60,000.—The committee feels that an increase of 
$60,000 is fully justified for the work being conducted at the Southern 
Institute of Genetics at Gulfport, Miss. 

Hardwood research in the New England States, $100,000.—The com- 
mittee is concerned with the condition existing in the New England 
States with respect to hardwoods. Therefore, an increase of $100,000 
is recommended for an expanded research program on hardwood 
management in this area. 


—— an 
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The committee directs the Forest Service to submit a report to the 

committee on the progress that has been made in the field of hardwood 
research in the last 5 years. 


STATE AND PRIVATE FORESTRY COOPERATION 


Appropriation, fiscal year 1957.............----------ess-seu--> $12, 190, 000 
i; Seni, On SOO Ce. cen nwimm mes amin deaeuh waa 1 13, 245, 000 
Prouse Buowariog Ol Us 22 22k Le a a ee cecal 13, 245, 000 
SR OREEEIO® SORIA TN  ,  . - ciwin cum wantnas niinai ce empenmiaeerine aaa 13, 245, 000 


1 Includes $41,400 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong. 


The committee recommends concurrence in the House allowance of 
the budget estimate of $13,245,000 for the cooperative forestry pro- 
grams conducted by the Forest Service. This program, for the most 
part carried on in cooperation with the States, encourages private 
timber growing through assistance in preventing and suppressing 
forest fires, reforestation of denuded and poorly stocked areas and 
good management of woodlands. 

The recommendation will provide for the following programs— 

Cooperation in forest-fire control, $10,043,000.—This amount will 

rovide for the same level of Federal participation in this program as 
or the current year. Forty-two States participate in this program, 
and it is estimated that State and private funds expended for this 
purpose will exceed $32 million in fiscal year 1958. 
ooperation in forest tree planting, $1,308,000.—This amount in- 
cludes an increase of $300,900 over the amount available for the 
program during the current year. This increase will help the States 
meet the increasing demand for tree seedlings for all types of lands. 
In recommending this increase the committee wishes to point out 
that the seedlings produced in a nursery financed with funds appro- 
riated for the soil-bank program can only be used on lands that 
ave been taken out of cultivation; therefore, it is the view of the 
committee that this increase is fully justified in order to meet part 
of the demand for seedlings for lands other than conservation reserve 
lands under the soil-bank program. 

Cooperation in forest management and processing, $1,510,000.—The 
recommendation of the budget estimate will provide an increase of 
$501,900 for this program. At the present time there are 285 coop- 
eratively employed farm foresters working with the small woodland 
owners. The recommended increase, when matched by the 44 par- 
ticipating States, will provide for an additional 130 farm foresters. 

General forestry assistance, $384,000.—The budget estimate provides 
for an increase of $210,800 for this program, which will be used to 
provide additional forest industry specialists, who will concentrate 
upon making analyses of resource and industrial potentialities and 
upon the promotion of new industries and expansion of existing 
markets. 


FOREST ROADS AND TRAILS 


Apnronriation, fisnal pesrnlOa7,.. .«<«<«900 a= s<neseeeh<sehenmhesa $24, 000, 000 
Budget estimate, fiscal year 1958_.............--2-.---2--2----e 1 24, 336, 000 
Bouse elGwanoe- i) VEL I ie ee ET Va SUB git 24, 336, 000 
Committee recommendation...............---.------ eee e eee 24, 336, 000 


Os Includes $336,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
ong. 


23002°—58 8S. Rept., 85-1, vol. 2——8&1 
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The committee recommends concurrence in the House allowance of 
the budget estimate of $24,336,000 for the construction and mainte- 
nance of forest roads and trails. 

In addition to the funds appropriated in this paragraph it is esti- 
mated that $11,848,000 will be available from the permanent appro- 
priation of 10 percent of the receipts from the sale of timber, to provide 
for a total of $36,184,000 for the construction and maintenance of 
roads and trails. These funds will provide for the following planned 


program: 
Construction: 
GN ira, LU lao cack eneen dius cake cnaiean $3, 384, 000 
Fire and general purpose roads...............-..-.-----.---- 3, 553, 000 
oe I OOD IID 6 ony ck t cre ddidinie i'n bn dum dem nedane 18, 987, 000 
BIR ONOG TO0Gs RNG BONIS... ncncwnwence<tiaruhhentonnene 10, 260, 000 
MO ee eae es Se A Os A ek Ra 36, 184, 000 


Of the total of $18,987,000 programed for the construction of timber 
access roads, it is estimated that in excess of $3 million will be required 
for engineering services for roads to be constructed by timber pur- 
chasers. 

It will be noted from the above tabulation that only $15 to $16 
million will be available for the construction of access roads by the 
Government. The committee was advised that,in order to market 
8.75 billion board feet of timber, approximately $60 million will have 
to be spent on access roads, which means that two-thirds of all access 
road constriction will be by timber purchasers, It is the view of the 
committee uhat the Department and the appropriate legislative com- 
mittees should review the timber access road needs to determine if it 
is in the interest of the Government to finance a greater portion of the 
total program from direct appropriations. This matter is treated in 
a recent audit report of the Conaptrollet General that was submitted 
to the Congress on June 7, 1957. On page 12 of that report, it is 
stated: 

Although certain access roads, commonly referred to as 
spur or subsidiary roads, should, we believe, continue to be 
financed through appraisal allowances and constructed by 
timber purchasers for greatest economy, it is our opinion 
that mainline access roads should be financed through use of 
appropriated funds. Financing access roads with appro- 
priated funds eliminates the need for reductions in the price 
of timber to provide financing for purchaser-constructed 
roads. On a given volume of timber, therefore, appropri- 
ation financing increases gross receipts from the sale of 
timber. * * * 


In reviewing this matter the Department and the committees should 
give consideration to the advisability of separate authorizations and 
appropriations for construction, maintenance, and engineering serv- 
ices for roads constructed by timber purchasers. 

The committee directs the Forest Service to submit a detail report 
on all timber sales involving an allowance of $7,500 or more for the 
construction of roads by the purchasers for fiscal year 1956, 1957, 
and to submit such reports quarterly during fiscal year 1958. These 
reports should include such information as the number of miles of 
road involved, the cost of such road, the volume of timber sold, the 
appraised value of the timber with the Government providing the 
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access roads, the eee value with the purchaser providing the 
access road, an analysis of the difference in such appraisals and such 
other information that is pertinent. 


ASSISTANCE TO STATES FOR TREE PLANTING 


Appropriation, fiscal year 1957:..-. 222 ..22--2 SH LAA None 
Budget estimate, fiscal year 19582... 2: ccc cccccccwitecucce Sel $4, 000, 000 
mouse allowance... = cose ccscccsccessecewr SOA None 
Ponumiktee hecenemeahita theta ¢ 6 acest bnecnctlaomtmern tin catevmew None 


The committee recommends that the budget estimate of $4 million 
for assistance to States for tree planting be disallowed. ‘The House 
disallowed this estimate also. 

This program as authorized by title IV of the Soil Bank Act of 
1956 provides for a cooperative arrangement with the State foresters 
whereby advice, technical assistance, and financial assistance can be 
given to the States to implement approved tree planting programs. 

In recommending that funds for this purpose be disallowed, the 
committee has taken into consideration that funds in the amount of 
approximately $6 million appropriated for the soil bank program will 
be made available for the production of seedlings, primarily in State 
nurseries and technical assistance, for the conservation reserve. : Fur- 
ther, the committee has recommended an increase of $300,900 for the 
cooperative tree planting program under the provisions of the Clarke- 
McNary Act. 


ACQUISITION OF LANDS FOR NATIONAL FORESTS 


CACHE NATIONAL FOREST 


Anpropriation, 'fiecal year: 19670 2. ue ewes dat serge nen Ugh depen $50, 000 
Budget estimate, fiscal year 1958...........-.1 4.22 ne eh ene 50, 000 
I ae 50, 000 
Committee recommendation..-. {22 2 ee ee Efe LDA 50, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $50,000 for the acquisition of lands in the 
Cache National Forest, Utah, under the provisions of the act of 
July 24, 1956 (70 Stat. 632). 

These funds are used to acquire lands, within the boundaries of 
the Cache National Forest, which are critical from watershed and 
erosion standpoints, to enable control and minimization of soil erosion 
and flood damage. The funds provided in .this apprepriation must 
be matched by donation of land or funds of not less than equal value 
contributed by local agencies or persons, 


CACHE NATIONAL FOREST (SPECIAL ACCOUNT) 


Appropriation, fies! yens, 1957: 4....)-< e<peneheakndncnedes stances $10, 000 
Budget estimate, fiacal year 1958... 2.24. cewecrececccccceeeneee 10, 000 
mowse allowance......... 2 ee OE 10 SOT ages. aul 10, 000 
Committee recommendation... .... ~~. J.-5<. 00 <cscceeiccn, Beiaieden 10, 000 


The committee recommends the allowance of the budget estimate 
of $10,000, which was approved by the House, for the acquisition of 
lands in the Cache National Forest under the provisions of the act of 
May 11, 1938 (52 Stat. 347). Under the terms of the authorizing act 
the funds appropriated are derived from the receipts from the sale 
of timber from the Cache National Forest. 
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These funds are sued to acquire lands, within the boundaries of the 
forest, for the control of erosion and flood damage. 


SUPERIOR NATIONAL FOREST 


POTOREIOD, MPR WORE NGOS 2 cbats dees cba nnnoons semen nossxe $500, 000 
mon amnetn Beeel-weer 1068 8 end dkdancedtmnte neon 500, 000 
i os esas cues oR MEP cote cate Bose mean we 500, 000 
unseen Teeeumeneneren.~. se lo eee cla ccccedecuen 500, 000 


The committee recommends concurrence in the House allowance of 
the budget estimate of $500,000 for the acquisition of lands in the 
Superior National Forest, Minn. under the provisions of the Publie 
Law 733, 80th Congress, as amended by Public Law 607, 84th Congress, 

These lands are acquired to preserve the wilderness conditions of 
part of the Superior National Forest. 


COOPERATIVE RANGE IMPROVEMENTS (SPECIAL ACCOUNT) 


The committee recommends the allowance of the budget estimate 
of $700,000 for this appropriation. The House approved the budget 
estimate. 

This is an appropriation of a portion of the grazing fees under the 
authority of section 12 of the act of April 24, 1950 (16 U.S. C. 580). 
These funds are used to protect or improve the productivity of the 
range, mainly by construction and maintenance of fences, stock- 
watering facilities, bridges, corrals, and driveways. 


ADMINISTRATIVE PROVISIONS 


The committee recommends the inclusion of authority for the 
purchase of 168 passenger vehicles of which 132 are for the replace- 
ment of vehicles that meet the established standards for replacement. 
The 36 additional vehicles are required in the expanded programs 
provided for in the bill. 


InpIAN Ciarms CoMMISSION 


Appropriation, fiecal year 1057 ..:....... 22.2202 85-0045 -053-056=0~ 1$132, 300 
EE EES ES ET SS IES ye = a a Py a 2 177, 700 
i Ne mamas ee aeeene an 177, 700 
Commitee recomunenuston.- 8 2s oe ee be cos 177, 700 


t Includes $7,700 pending in the Third Supplemental Appropriation Act, 1957 (H. R. 7221). 
2 Includes $6,590 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong. 


The committee recommends concurrence in the House allowance of 
the budget estimate for the Indian Claims Commission. The recom- 
mendation provides for a program increase of $38,810, which is 
required for additional personnel, and related expenses, to meet the 
increased workload resulting from an increase in the legal and research 
staff of the Department of Justice in defending claims pending before 
the Commission. 


JAMESTOWN-WILLIAMSBURG-YORKTOWN CELEBRATION COMMISSION 


Appropriation, fiscal year 1957 _.....-...-.--------------------+-- 
Budget estimate, fistal year 1058. :...~-- J---.-4--- 2-2 2-0 5--545+-- 


IED ieee eh dl ees nn nthadabeee=ot 
i OE en ech epee mane wap e has ooh aha ae 88, 000 


| Includes $1,000 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong. 








a OO DSSS li(<i‘ ee 


ee ee ee 
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The committee recommends the allowance of the budget estimate 
of $88,000, which was approved by the House, for the Jamestown- 
Williamsburg- Yorktown Celebration Commission. 

The Commission was created by the act of August, 13, 1953 (67 
Stat. 576) to develop and execute plans for the celebration in coopera- 
tion with the State of Virginia and interested historical societies. 
The Commission will complete its activities in fiscal year 1958. 


Boston Nationat Historic Sires CoMMISSION 


The committee recommends in the inclusion of a provision to con- 
tinue the availability of the funds appropriated for this Commission 
inasmuch as the life of the Commission was extended for an additional 
year by Public Law 85-5. 


NatTionat Capita, PLANNING CoMMISSION 


SALARIES AND EXPENSES 


eeaeriaiaOn, BSR VOR? Tent... 5a c5icn alae a ono cae eben $200, 000 
Budget estimate, fiscal year 1968__.2...2 22 el 1 250, 000 
Mouse allowanhvev org Usk cull San Soiuiuel element An 225, 000 
Committee recommendation... ......24.--44--iL4---- en wes ee edie 225, 000 


1 Includes $12,770 for the payment of civil service retirement costs pursuant te Public Law $54, 84th Cong, 


The committee recommends concurrence in the House allowance 
of $225,000 for the salaries and expenses of the National Capital 
Planning Commission. The sum recommended is a decrease of 
$25,000 in the budget estimate. 

It is the view of the committee that the sum recommended will 
provide for an adequate staff to carry out the functions of the Com- 
mission. 

LAND ACQUISITION 


aporoprakion, fiscal year 1000... << 24u cules ctedsusbbuaueseucs $1, 250, 000 
pudaget estimate, fiscal. yoar 1058 -i.26 66 cowed ob vem wewwemeswnsdlue 5, 646, 000 
I i ie lace ai a 4, 793, 000 
SENIICUOR. TOOMMIINIEDURUUM. ....~ 0 acanccucaeesamuceantanmeuneann 1, 393, 000 


The committee recommends an appropriation of $1,393,000 for land 
acquisition by the Commission. under the authority of the Capper- 
Crampton Act. 

The recommendation provides funds for the following projects: 

George Washington Memorial Parkway, $75,000.—The budget in- 
cluded funds for the following units of the George Washington Me- 
morial Parkway: 

1. Fairfax County, Va.—From the proposed Cabin John Bridge 
to Great Falls, $1,500,000. 

2. Prince Georges County, Md.—From the District line to 
Fort Washington, $1,900,000. 

3. Montgomery County, Md.—For completion of the Parkway 
in Montgomery County, $75,000. 











28 INTERIOR AND RELATED AGENCIES APPROPRIATIONS, 1958 


The committee recommends that funds for units 1 and 2 noted above 
be disallowed. The authorizing act of the George Washington Me- 
morial Parkway, known as the Capper-Crampton Act was enacted in 
1930. In view of the development of the areas involved, it is the view 
of the committee that the desirability and need for the extension of 
the parkway into these areas should be reviewed by the appropriate 
legislative committees. 

Extension of stream valley parks into Maryland, $318 ,000.—The com- 
mittee recommends the allowance of the budget estimate of $318,000 
for this purpose. 

District of Columbia park, parkway, and playground system, 
$1 million—The committee recommends concurrence in the House 
allowance of $1,000,000 for this program. The recommendation is a 
decrease of $853,000 below the budget estimate. No specific project 
has been disallowed, and the committee has no objection to the acqui- 
sition of any project presented in support of the budget estimate, 


WASHINGTON REGIONAL Mass TRANSPORTATION SURVEY 


The committee recommends the allowance of a provision to continue 
available of the unobligated balance of the appropriations previously 
made for the survey. This recommendation is in accord with the 
action of the House. 

The committee was advised that the survey would be completed 
in fiscal year 1958. 

SMITHSONIAN INSTITUTION 


SALARIES AND EXPENSES 


Annecusistion, Gaon) wear:1057_ 6.660 coer nck igs no cewse dee seen $4, 425, 000 
IE INR PO DA ca tas cas cic aan e nine aie 1 6, 100, 000 
i nl I ee em ee a SE nena ae 6, 000, 000 
Committee recommendation... 20232262 00.220 .0 2.60...-- ee 6, 000, 000 


© 1 Includes $250,025 for the payment of civil service retirement costs pursuant to Public Law 854, 84th 
ong. 


The committee recommends concurrence in the House allowance of 
$6 million for salaries and expenses of the Smithsonian Institution, a 
reduction of $100,000 below the budget estimate. The recommenda- 
tion provides for.a program increase of $1,324,975 for the various 
activities of the Institution. The reduction of $100,000 in the budget 
estimate has not been applied to any specific program or project. 


ADDITIONS TO THE NATURAL HISTORY BUILDING 


Appropriation, fiscal. year 19572.. 2... sue. sees oes eel eee ee None 
Budgot-ebtivente, Gacal year 1968...... . 22. dgdes a st pc wilded- vos $800, 000 
I Oe 6 ih Bn meme dliaamd eak wee weet Ge 800, 000 
[TER OS TONOMNINEIRURT 8g cpl Rae me cdveatebnancencoaee None 


The committee recommends that the budget estimate of $800,000 
for additions to the Natural History Building | be disallowed. It is the 
view of the committee that this proposal can be deferred to a later 
time without seriously affecting the programs of the Institution. 
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NatIoNaAL GALLERY OF ART 


SALARIES AND EXPENSES 


PetODMeGGn, 1600): Yoar LUGT 5 ..ccseseuscccunsddesessapmenaen 1$1, 535, 000 
muneet estumate, fecal year 1956.....«...nseacasausveseuscuntamad 21, 645, 000 
Pee GROWAUOD...< << os oo wed hoe ele to ee ns een ee ete 1, 645, 000 
Committee recommendaGon... ..d... 42. «cscs ccandpebedandeusssueene 1, 645, 000 


1 Includes $30,000 pending in the Third Supplemental Appropriation Act, 1957 (H. R. 7221). 
2 Includes $79,600 for the payment of civil service retirement costs pursuant to Public Law 854, 84th Cong, 


The committee recommends the allowance of the budget estimate 
of $1,645,000, which was approved by the House, for the salaries and 
expenses of the National Gallery of Art. 

The recommendation provides for a program increase of approxi- 
mately $30,000 that is needed in the research program of the Gallery. 


NatTIonaAL MoNnuMENT COMMISSION 


Appropriation, fiscal veer 1967... nnecutsandebinent Nandan cmiaeaae None 
acess Gotimate, Tec Fear 10UG. ..<cacasumscuasaawaduaeuabaacnee $25, 000 
MARE TUONO GID so. Sas cases as san tb deh de acales abcd snaghy eeadion mice ead iadaliaandaaae ee None 
RRALELOS POCOTMIOREOMOR.. ..o< coin nciccnkuahodeudsdeaied aubaumeue None 


The committee recommends that the budget estimate of $25,000 
for the National Monument Commission be disallowed. It is the 
view of the committee that work to be performed by the Commission 
should be financed from non-Federal funds. 


ALEXANDER HaAmiItton BICENTENNIAL COMMISSION 


menronriation, Gace) 9ORr TOOT. cccn cc cnddnceecnakcaudusuumaanstaun 1$55, 000 
Eeeceres Catimate, Hackl POR EGCG 5 ook cokn ccieemewalracedeucmaawegwen 15, 000 
SN UINORIN «51s nie Ss calc we prea ween ee allot eeee nee None 
SREEISCES POCGOMAMNONG NAGE oi is oni ccs cc ncinnd wcbnaxodanwesmabeuneile None 


1 Includes $15,000 in the pending Third Supplemental Appropriation Act, 1957 

The committee does not recommend the allowance of any funds for 
the Alexander Hamilton Bicentennial Commission. This recommen- 
dation is in accord with the action of the House on this estimate. 


TITLE III—VIRGIN ISLANDS CORPORATION 


CONTRIBUTIONS 


mearonriation: Bacal yeas 1967 « ...cackncnodwatenbdsdoedenandenteaaws $425, 000 
mucse, eatimate, Geonl veer 1006... .cicdcnecdhndsadesksancenuuas 692, 000 
nes SOWGMES. ... .nocancbcuthackcvwotadwndadbatimecdbeabanmedee 524, 000 
Premnition PeCOMINONNOION. .64 cu candksdiadedthoahstautekneecande 524, 000 


The committee recommends concurrence in the House allowance of 
$524,000 for contributions to the Virgin Islands Corporation. The 
recommendation is a decrease of $168,000 in the estimate of $692,000. 
The estimate included $168,000 to cover estimated losses of the 
Corporation in fiscal year 1958 which has been disallowed. It is the 
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view of the committee that it is not necessary to provide for losses 
estimated to be incurred in the coming fiscal year. 

The recommendation provides $394,000 to cover the losses of the 
Corporation in fiscal years 1956 and 1957; and $130,000 for nonrevenue 
producing programs. 

REVOLVING FUND 


The committee has no objection to the use of revenues, if such are 
available, for improvement and expansion of the powerplant distribu- 
tion system. It is estimated that the needed improvement and expan- 
sion will cost approximately $200,000. 


ADMINISTRATIVE EXPENSES 


The committee recommends the allowance of a limitation of 
$160,000 on the use of corporate funds for administrative expenses 
of the Corporation. This provision was requested by the Bureau of 
the Budget and approved by the House. The amount of the limita- 
tion is the same as provided for the current fiscal year. 
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Calendar No. 486 


85TH CONGRESS SENATE Report 
1st Session No. 477 





AMENDING THE ACT OF AUGUST 30, 1954, ENTITLED “AN ACT 
TO AUTHORIZE AND DIRECT THE CONSTRUCTION OF BRIDGES 
OVER THE POTOMAC RIVER, AND FOR OTHER PURPOSES” 


June 20, 1957.—Ordered to be printed 


Mr. Bisuz, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


together with 
MINORITY VIEWS 


(To accompany S. 9444 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 944) to amend the act of August 30, 1954, entitled ‘“‘An 
act to authorize and direct the construction of bridges over the Potomac 
River, and for other purposes,’”’ after full consideration, report favor- 
ably thereon with an amendment and recommend that the bill as 
amended do pass. 

The amendment is as follows: 

Page 2, line 11, strike “‘National Fine Arts Commission” and insert 
in ligu thereof ‘Commission of Fine Arts.”’ i! 

The: purpose. of this. bill is to amend. titleI of’ the act of August 30, 
1954. (68 Stat. 961), which authorized and directed the construction 
of a bridge over the Potomac River, from the vicinity of Constitution 
Avenue, so as to authorize and direct the Secretary of the Interior 
to construct, maintain, and operate a four-lane tunnel at the same 
location. ‘This tunnel would be constructed north of the Arlington 
Memorial Bridge and south of, or under, Theodore Roosevelt Memo- 
rial Island, together with approaches and roads connecting the tunnel 
and approach ramps with streets and park roads in the District of 
Columbia, with streets and park roads on the Virginia side of the 
Potomac River. 

The bill further provides that in planning such approach ramps and 
connecting roads, the Secretary of the Interior shall consult with the 
National Capital Planning Commission, the Commission of Fine Arts, 
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the Commissioners of the District of Columbia, and the Bureau of 
Public Roads, Department of Commerce. 

The tunnel and all approaches shall be constructed with a view to 
retaining as far as possible the memorial setting and the artistic 
design of the Lincoln Memoriel, the Arlington “Memorial Bridge, 
Theodore Roosevelt National Monument, the Marine Memorial to 
the Dead of All Wars, the Arlington National Cemetery, and other 
monumental structures, properties, and park lands of national sig- 
nificance in the general area. This area is confined to a compara- 
tively small portion of land on both the Virginia and District of 
Columbia sides of the Potomac River. The vicinity, wherein these 
many monuments are located, is unique in that all witnesses who 
testified before the subcommittee did attest to the fact that there is 
an esthetic value at this area, In this regard it should be pointed out 
that there were no witnesses who objected to the 14th Street replace- 
ment bridge on the basis of the destruction of the beauty in that 
location. The problem was not present in that vicinity as it is in the 
area that is: found in and around Constitution Avenue. The value 
of the property and improvements, constructed or to be constructed 
at the Virginia side and the District of Columbia side of the proposed 
crossing, has been conservatively estimated at a cost of $66.2 million. 
(This figure is based on cost’ value! and not on replacement value.) 
The aforementioned amount does not include the White House, pro- 
posed inner loop, Washington Monument, the Arlington National 
Cemetery, and the proposed National ( ultural Center. 

Provision is made that lands and facilities under the jurisdiction of 
other Federal agencies, may be used for the approaches and connect- 
ing roads. The Secretary of the Interior is authorized to enter into 
an agreement with Arlington County and the State Highway Com- 
mission of Virginia, relating to matters pertaining to the construction 
of the tunnel. The Secretary of the Interior is further authorized to 
route and reroute traffic and to close roads, streets, and highways as 
he may deem necessary and appropriate under proper agreement with 
the Board of Commissioners of the District of Columbia. 

The bill authorizes an appropriation of $25,500,000 to carry out the 
provisions of the act. 

Proponents of this measure felt that the construction of a tunnel 
would provide a suitable traffic facility, and would result in a minimum 
of damage to the memorial character of the area, as well as the park 
lands on the Virginia side of the river which would be affected by such 
a crossing. 

Witnesses stressed that the capacity of a bridge or tunnel is limited 
by its approaches, which for any crossing in the vicinity of Constitution 
Avenue. are complicated by the existing approaches to the Arlington 
Memorial Bridge, and that any overburdening of these approach 
facilities is not desirable; that a four-lane facility. represents the maxi- 
mum additional volume which is desirable to have introduced into the 
streets and park drives converging upon this same area. These wit- 
nesses further stressed that the efficiency per lane of a tunnel may 
well approach that of a bridge and that the difference in any case is 
not substantial. 

The Department of the Interior has estimated that the cost of this 
4-lane tunnel, which would be approximately 2,870 feet in length, 
would be $25,482,000. It is further estimated that the cost of opera- 
tion and maintenance per year would be $125,000. 
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At the time hearings were held on this bill, there was also pending 
before the Fiscal Affairs Subcommittee S. 1707, which provides for 
construction of a bridge in the same vicinity. Extensive testimon 
was taken on the two bills on April 11, 17, and 25, 1957, at whic 
time all interested parties were given an opportunity to express their 
views. It was pointed out that since 1952, five different studies have 
been conducted on this problem, and all studies confirmed the fact 
that a facility is needed at this location and that it is the most. urgent 
need of any facilitv across the Potomac River. 

Upon completion of the public hearings, the Fiscal Affairs Subcom- 
mittee received additional data, clarifying certain points raised during 
the hearings. After considering the two proposals in executive ses- 
sion, the subcommittee agreed to report S. 1707 to the full committee 
by a 2-to-1 vote. When the matter was presented to the full com- 
mittee on June 13, 1957, S. 944 was ordered reported by a vote of 
5 to 3. 

Among the advocates of a tunnel, there are as follows: 

Senator Joseph C. O’Mahoney. 

Department of the Interior. 

Commission of Fine Arts. 

Theodore Roosevelt Centennial Commission. 
Theodore Roosevelt Association. 

National Monument Commission. 
Committee on 100 for the Federal City. 
Marine Corps War Memorial Foundation. 
American Society of Landscape Architects. 
American Scenic and Historie Preservation Society. 
Freedom Shrine, Inc. 

Sons of Union Veterans; 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 


[TITLE I—BRIDGE IN VICINITY OF CONSTITUTION 
AVENUE] 


{That (a) the Commissioners of the District of Columbia are au- 
thorized and directed to construct, maintain, and operate a low-level 
bridge over the Potomac River, from the vicinity of Constitution 
Avenue in the District of Columbia to the Virginia side of the Potomac 
River, such bridge to be constructed north of the Memorial Bridge and 
south of the southern portion of Theodore Roosevelt Island sometimes 
referred to as ‘Small Island”, together with bridge approaches and 
roads connecting such bridge and approaches with streets and park 
roads in the District of Columbia and with streets and park roads on 
the Virginia side of the Potomac River: Provided, That in plannin 
such bridge approaches and connecting roads, the Commissioners shall 
consult with the National Capital Planning Commission. 

[(b) The Commissioners of the District of Columbia are authorized 
to construct and maintain a structure to provide pedestrian access 
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from the low-level bridge referred to in subsection (a) of this section 
to the aforesaid “Small Island’: Provided, That before entering into 
any contract for such structure providing pedestrian access, the “plans 
therefor shall be approved by the Theodore Roosevelt Associatton. 

[(c) The Secretary of the Interior is hereby authorized to construct, 
maintain, and operate a structure connecting the main body of 
Theodore Roosevelt Island and the aforesaid portion thereof referred 
to as “Small Island” to provide pedestrian access between such islands: 
Provided, That the plans for such structure connecting such islands 
shall be subject to the approval of the Theodore Roosevelt Association. 

{(d) The plans for any bridge or other structure authorized by this 
title shall be submitted to the Commission of Fine Arts for advice 
with respect to the architectural features of any such bridge or struc- 
ture, and no contract for the construetion thereof may be entered into 
until this subsection shall have been complied with: Provided, That 
upon failure of the Commission of Fine Arts to report its advice 
within ninety days of submission of plans to it, the requirements 
of this subsection shall be deemed to have been met. 

[(e) Appropriations for construction of the bridge and other struc- 
tures authorized by this title, payable from the highway fund of the 
District of Columbia, in amounts not exceeding $24,500,000 are hereby 
authorized. 

[Sec. 102. The Federal agencies having control and jurisdiction 
over the lands at and adjacent to the ends of the bridge shall transfer 
to the Commissioners of the District of Columbia, upon their request, 
the areas to be occupied by said bridge, approaches, and connecting 
roads, all as shown more particularly on plans of such bridge, ap- 
proaches, and connecting roads, to be prepared and approved by the 
Commissioners of the District of Columbia and the Bureau of Public 
Roads, Department of Commerce. 

[Sxec. 103. The Commissioners of the District of Columbia are 
authorized to enter into an agreement or agreements with the State 
Highway Commission of Virginia, acting for and on behalf of the 
Commonwealth of Virginia, for the purpose of providing for coopera- 
tion by the State Highway Commission of Virginia, to such extent as 
the Commissioners of the District of Columbia shall deem necessary, 
in the construction of said bridge, approaches, and connecting roads, 
acquisition of land for rights-of-way, contributions toward costs, tem- 
porary or permanent closing of existing roads, and any other matters 
relating to the construction of said bridge which the Commissioners 
of the District of Columbia may consider appropriate. 

[Sec. 104. The Commissioners of the District of Columbia are 
authorized to make such use of federally owned and controlled lands 
at and adjacent to the bridge as may be necessary for making borings, 
performing other preliminary work, routing and rerouting traffic, con- 
structing said bridge, approaches, and connecting roads, and storing 
of materials incident to such preliminary work and to actual 
construction. 

[Sec. 105. The Commissioners of the District of Columbia are 
authorized and directed to route and reroute and to cause the routing 
and rerouting of traffic on, and to close or cause to be closed, park 
roads, streets, and highways under the jurisdiction of the United 
States, and to negotiate for the closing of roads by agreement with 
Virginia authorities, where necessary in connection with the prepara- 
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tion of plans for, and during the actual construction of, said bridge, 
approaches, and connecting roads. ‘The Commissioners of the District 
of Columbia are further authorized to prepare plans for such changes 
in park roads as they deem necessary to provide maximum efficiency in 
handling traffic to and from said bridge, and when such plans are 
approved by the Bureau of Public Roads, to construct roads in con- 
formity with such approved plans. 

[Sxc. 106. (a) The National Park Service is authorized and directed 
to remove or transplant to other locations any and all planting mate- 
rials within the area to be used for the bridge, approaches, and con- 
necting roads or for construction purposes, when requested by the 
Commissioners of the District of Columbia. 'The Commissioners of 
the District of Columbia are authorized and directed to regrade the 
areas involved in the construction of the bridge, approaches, and con- 
necting roads so as to conform with the plans to be approved by them 
and the Bureau of Public Roads. 

[(b) Upon completion of said bridge, approaches, and connecting 
roads and the regrading of the areas, or prior thereto, when authorized 
by the Commissioners of the District of Columbia and when such 
operation or operations will not interfere with the construction of said 
bridge, approaches, and connecting roads, the National Park Service 
is directed to landscape such areas in accordance with the plans of the 
National Park Service as may be approved by the Commissioners of 
the District of Columbia and the Bureau of Public Roads, the cost of 
said landscaping to be paid out of funds made available for the 
purposes of this title. 

[Src. 107. The cost of construction, reconstruction, and repair of 
all roads which are changed or made necessary as an incident to the 
construction of said bridge, approaches, and connecting roads, when 
approved by the Commissioners of the District of Columbia and the 
Bureau of Public Roads, shall be paid out of funds made available 
for construction of said bridge, approaches, and connecting roads. 

(Sec. 108. The right to alter, amend, or repeal this title is hereby 
expressly reserved. ] 


TITLE I—TUNNEL IN VICINITY OF CONSTITUTION 
AVENUE 


Sec. 101. That the Secretary of the Interior is authorized and directed 
to construct, maintain, and operate a four-lane tunnel across the Potomac 
River from the vicinity of Constitution Avenue in the District of Columbia 
to the Virginia side of the Potomac River, such tunnel to be constructed 
north of the Arlington Memorial Bridge and south of, or under, Theodore 
Roosevelt Memorial Island, together with approaches and roads connecting 
such tunnel and approach ramps with streets and park roads in the Dis- 
trict of Columbia and with streets and park roads on the Virginia side of 
the Potomac River: Provided, That in planning such approach ramps 
and connecting roads, in the District of Columbia and the Commonwealth 
of Virginia, the Secretary of the Interior shall consult with the National 
Capital Planning Commission, the Commission of Fine Arts, the Com- 
missioners of the District of Columbia, and the Bureau of Public Roads, 
Department of Commerce: Provided further, That the tunnel, approach 
ramps, interchanges, and connecting roads at both ends of ‘the tunnel 
shall be constructed with a view to retaining as far as possible the memorial 








6 AMENDING THE ACT OF AUGUST 30, 1954 

setting and the artistie design of the Lincoln Memorial, the Arlington 
Memorial Bridge, Theodore Roosevelt National Monument, the Marine 
Memorial to the Dead of All Wars, the Arlington National Ce emetery, 
and other monumental structures, properties, and park lands of national 
significance in the general area. 

Sec. 102. Lands and facilities under the jurisdiction of other Federal 
agencies, may be used for the approach ramps, related structures, and 
connecting roads. The closing, obliteration, construction, or relocation 
of facilities, including roads as a result of the use of the aforesaid Federal 
lands for the purposes of this Act shall be accomplished in accordance 
with plans and procedures satisfactory to the head of the department having 
administrative jurisdiction over such properties. 

Src. 103. The Secretary of the Interior is authorized to enter into an 
agreement or agreements with Arlington County and the State Highway 
Commission of Virginia, acting for and on behalf of the Commonwealth 
of Virginia, for the purpose of providing for cooperation by Arlington 
County and the State Highway Commission of Virginia, to such an ertent 
as the Secretary of the Interior shall deem necessary in the construction 
of connecting roads, temporary or permanent closing of existing roads, 
and any other matters relating to the construction of said tunnel which the 
on of the Interior shall consider appropriate. 

Sec. 104. The Secretary of the Interior is authorized and directed to 
route and reroute and to cause the routing and rerouting of traffic on, and 
to close or cause to be closed roads, streets, and highways under the jurisdic- 
tion of the Commissioners of the District of Columbia, by agreement or 
agreements with the Board of Commissioners of the District of Columbia 
to such an extent as the Secretary of the Interior shall deem necessary and 
appropriate. 

Src. 105. The cost of construction, reconstruction, relocations, oblitera- 
tion, and repair of all facilities and related works, including streets, if any, 
and park roads, which are changed or made necessary incident to the con- 
struction of said tunnel, approach ramps, and connecting roads, shall be 
paid out of funds allotted and made available for construction of said 
tunnel, approach ramps, and connecting roads: Provided further, That 
the cost of all necessary regrading and landscaping resulting upon the com- 
pletion of said tunnel, approaches, and connecting roads also shall be paid 
out of funds allotted and made available for the purposes of this Act. 

Szc. 106. There is authorized to be appropriated the sum of $25,500,000 
to carry out the provisions of this Act. 


MINORITY VIEWS 


The undersigned members of the Committee on the District of 
Columbia oppose the enactment of S. 944 (authorization for a four-lane 
tunnel) for the following reasons: 

(1) Based on the testimony of the hearings held on April 11, 17, 
and 25, 1957, by the Fiscal Affairs Subcommittee, we are firmly 
convinced that a four-lane facility at the Constitution Avenue location 
would not accommodate traffic demands. It should be noted that 
Route 50 on the Virginia side of the Potomac River is to be increased 
from 4 to 6 lanes, and the proposed inner belt will be an 8-lane facility. 
All agencies which have made a study of traffic demands in the area 
have approved the need for a six-lane crossing at Constitution Avenue. 
Traffic studies conducted by the Department of Highways, District of 
Columbia, showed conclusively that any four-lane facility at this 
location would be operating at capacity on the date that such a facility 
is opened to accommodate traffic. 

(2) The Federal-Aid Highway Act of 1956 requires that the stand- 
ards to be adopted for the interstate system “shall be adequate to 
accommodate the types and volumes of traffic forecast for the year 
1975.” The Bureau of Public Roads representatives testified that a 
4-lane tunnel or any 4-lane facility at this location would not ade- 
quately serve those needs based upon 1975 traffic capacity, and that 
the Bureau would be unable to approve a project for a 4-lane facility 
if it were submitted by the District of Columbia. By contrast, the 
construction of a bridge, as provided in S. 1707, has been approved 
by the Bureau of Public Roads as a part of the Interstate System. 
Furthermore, the District of Columbia Highway Department has 
expressed serious doubts as to whether it could qualify for the Federal 
aid funds in connection with the construction of immediate approaches 
and ramps to the proposed tunnel, based on the requirement previously 
set forth as to 1975 traffic capacity. 

(3) The history of the proposal shows that when the Congress had 
this matter before it in 1954, an act was approved which authorized 
construction of a bridge (Public Law 704, 83d Cong.). 

The question of esthetics was thoroughly considered by those of 
us who are opposed to the construction of a tunnel. One of the very 
purposes of S. 1707 is to change the location of the bridge, authorized 
to be constructed by Public Law 704, 83d Congress, and move it to 
an upstream location from that presently authorized by such law, so 
as to minimize its impact on the memorial area, the proposed location 
being controlled at both ends by physical considerations. For example, 
on the Virginia side, Arlington Towers and the Marine Corps War 
Memorial fixed the alinement of the bridge. On the District side, the 
connections to Constitution Avenue and the inner loop fixed that end 
of the bridge. We are convinced that bridge structures can be archi- 
tecturally beautiful to the enhancement of the area, and would have 
the advantage of not plunging those who use the crossing into a 
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tunnel as they approach the monumental area and bring them to the 
surface after they have passed it. 

(5) We would like to emphasize that the construction of a tunnel 
will not solve the fixed versus drawspan controversy. There is now 
pending before the Senate H. R. 6306, which authorizes an additional 
appropriation to replace southbound Fourteenth Street, or Highway 
Bridge. As reported by your « ‘ommittee, provision is made for a fixed, 
rather than a “bascule span” at a saving ‘of $1,500,000. The Secretary 
of the Army has concluded that the cost to the public involved in 
providing a movable span in the Constitution Avenue bridge alone 
could not be justified on the basis of any benefits accruing to the two 
companies which now require the spans to be opened, and all other 
benefits to other navigation interests. 

(6) The Department of Highways, District of Columbia, has 
specifically indicated that the practical capacity in 1 direction for a 
6-lane fixed span bridge is 4,500 vehicles per hour, and for a 4-lane 
tunnel 2,200 vehicles per hour. 

(7) Responsible agencies recommending the construction of a six- 
lane fixed span bridge are as follows: 

Commissioners of the District of Columbia. 
Department of Highways, District of Columbia. 
Bureau of Public Roads, Department of Commerce. 
American Automobile Association. 

Washington Board of Trade. 

Arlington County, Va. 

Federal City Council. 

(8) One of the most important aspects of the whole problem is that 
of the relative cost of the two proposals, which is set forth below: 


Costs of proposals 


TUNNEL, 2,870 FEET LONG 


4 lanes: 
Mutimpine oy Interion.i.. 2. .aniwseleb~igadatsipiiacis-. $25, 482, 000 
Estimates by Interior plus rights-of-way and present channel 
clearance estimates by Highway Department____....--__-. 29, 382, 000 
Operation and maintenance per year, $125,000. 
6 lanes: 
Sept mnees Dy TOUTIOT |... 6 oon an a> Oi neon deide 37, 500, 000 
Estimates by Highway Dep: 2S a alt NE MONE 47, 842, 000 


Operation and maintenance per year, $310,000. 


BRIDGE 
Fixed span, 6 lanes: 
Estimates by Highway Department: Prestressed concrete.... 15, 550, 000 
Opers ation and maintenance per year, $10,000. 
Estimates by Highway Department: Steel______-..-.----- 2 18, 699, 000 
Operation and maintenance per year, $14,000. 
Draw span, 6 lanes: 
Estim: ates by Highw ay Department: Prestressed concrete.._.. 17, 450, 000 
Operation and maintenance per year, $56,000. 
Estimates by Highway Department: Med cos lo) JG hon 20, 599, 000 
Operation and maintenance per year, $60,000. 


Matruew M. NEgE ty. 


ALAN BIBLE. 
J. ALLEN F REAR, Jr. 
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AMENDING THE ACT ENTITLED “AN ACT AUTHORIZING AND 
DIRECTING THE COMMISSIONERS OF THE DISTRICT OF CO- 
LUMBIA TO CONSTRUCT TWO FOUR-LANE BRIDGES TO REPLACE 
THE EXISTING FOURTEENTH STREET OR HIGHWAY BRIDGE 
ACROSS THE POTOMAC RIVER, AND FOR OTHER PURPOSES” 


June 20, 1957.—Ordered to be print>d 


Mr. Braue, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H, R. 6306] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 6306) to amend the act entitled ‘An act authorizing 
and directing the Commissioners of the District of Columbia to 
construct two 4-lane bridges to replace the existing Fourteenth 
Street or Highway Bridge across the Potomac River, and for other 
purposes”, after full consideration, report favorably thereon with an 
amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 1, line 8, after the word “amended” strike all the rest of line 8, 
and lines 9 and 10, inclusive, and in lieu thereof insert “‘by striking 
‘$7,000,000’ and inserting in lieu thereof ‘$16,000,000’ ”’. 

The purpose of this bill is to amend the act approved July 16, 1946 
(60 Stat. 566) which authorized the construction of two four-lane 
bridges across the Potomac River to replace the older structure known 
as the 14th Street or Highway Bridge, at a cost not to exceed $7 
million. The extremely rapid inflationary cost of heavy construction 
from the time that estimates were made in 1946 until construction of 
one of the two bridges began, resulted in the final cost of the first of 
the two bridges amounting to approximately $6,800,000, or substan- 
tially the amount authorized by Congress for both bridges. Present 
plans call for the construction of the second of the two authorized 
spans, at a cost, together with the cost of constructing the approaches 
to the new bridge, estimated at $9,200,000. In order to complete 
this work, this bill, as amended by the committee, would amend the 
act of July 16, 1946, by authorizing appropriations totaling $16 mil- 
lion, of which $6,800,000 has already been expended for the first, or 
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northbound bridge at Fourteenth Street, and appropriations not ex- 
ceeding $9,200,000 would be authorized to be made for the replace- 
ment of the existing southbound Fourteenth Street Bridge. 

The District of Columbia is now in a position to take advantage of 
the new Federal Aid Highway Act of 1956, under which it can receive 
up to 90 percent of the cost of the new bridge. However, the District 
cannot enter into contracts for this project unless Congress raises the 
cost ceiling that is specified in the act of July 16, 1946. Enactment 
of this legislation would accomplish this purpose. 

The purpose of the committee amendment is to reduce by $1,500,000 
the total amount of the authorization contained in the bill. The 
House inserted this amount to provide for the construction of a bascule 
span in lieu of the construction of a fixed span bridge. In making its 
decision as to whether or not the bridge should contain a bascule span, 
your committee is aware that by law the Chief of Engineers and the 
Secretary of the Army has been given a general delegation of authority 
for protecting the interest of public navigation in bridge clearance 
decisions. While no application has been made for navigational 
clearances at 14th Street, pending the outcome of this proposal, 
nevertheless the Secretary of the Army has approved a fixed span 
bridge at the Constitution Avenue location. It is reasonable to 
assume that a similar permit will be granted at 14th Street, inasmuch 
as there is park lands on either side of the Potomac River between the 
Constitution Avenue location and the Fourteenth Street Bridge and 
no navigational interest would be affected between these locations. 

This legislation was requested by and has the approval of the Board 
of Commissioners of the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(60 Srat. 566) 
[Pustic Law 516—79TH Conaress] 
(CHAPTER 586—2p Session] 


(H. R. 541] 


AN ACT Authorizing and directing the Commissioners of the District of 
Columbia to construct two four-lane bridges to replace the existing Four- 
teenth Street or Highway Bridge across the Potomac River, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Commis- 
sioners of the District of Columbia are authorized and directed to 
construct, maintain, and operate two four-lane bridges across the 
Potomac River to replace the existing Fourteenth Street or Highway 
Bridge, together with bridge approaches and roads connecting such 
bridges and approaches with streets and park roads in the District 
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of Columbia and with roads and park roads on the Virginia side of 
the Potomac River, the south-bound bridge to be constructed as 
nearly as practicable in the location of the existing Fourteenth Street 
or Highway Bridge, and the north-bound bridge to be constructed 
within six hundred feet of the downstream side of the existing 
Fourteenth Street or Highway Bridge, at a cost not to exceed 
[37 ,000,000,] $16,000,000, in accordance with the provisions of the 
Act entitled “‘An Act to regulate the construction of bridges over 
navigable waters’, approved March 23, 1906, and subject to the con- 
ditions and limitations in this Act. 


O 
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IMPLEMENTING 1955 TREATY AND AGREEMENT WITH 
THE REPUBLIC OF PANAMA 


JuNneE 21, 1957.—Ordered to be printed 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1730} 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1730) to implement a treaty and agreement with 
the Republic of Panama, and for other purposes, having considered 
the same, report favorably thereon without amendment, and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


S. 1730 would authorize and direct the fulfillment of those provisions 
of the Treaty of Mutual Understanding and Cooperation between the 
United States of America and the Republic of Panama, signed on 
January 25, 1955, and of the Memorandum of Understandings Reached 
which was signed on the same date, that would require, subject to 
authorization by the Congress, conveyance by the Panama Canal 
Company and the United States of various lands and improvements 
to the Republic of Panama; and would authorize and provide for the 
method of accounting by the Panama Canal Company for the con- 
veyances involved. It would further require the Panama Canal 
Company to assume retroactively to 1955 and prospectively the $1.5 
million increase granted under the treaty in the amount of the Panama 
Canal annuity payable to the Republic of Panama. Authorization 
for appropriation of funds for certain replacements necessitated by 
the conveyance of the properties to the Republic of Panama also 
would be provided. 
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ANALYSIS OF THE BILL BY SECTIONS 


Section 101 (1) and (2) merely state the purposes of the bill. 

Section 102 (a) (1) authorizes and directs the Secretary of State 
to convey to the Republic of Panama free of cost all title and interest 
held by the United States or its agencies in and to the land and im- 
provements in the Paitilla Point area and in the areas designated in 
paragraphs 1, 2, and 3 of paragraph (a) of item 2 of the Memorandum 
of Understandings Reached; namely, the J. N. Vialette and Huerta 
de San Doval tracts in the city of Panama and the Aspinwall tract 
on the island of Taboga; Las Isletas, and Santa Catalina Military 
Reservations on the island of Taboga, including certain cable rights 
of way; and the lot in Colon now reserved for consulate purposes. 

Section 102 (a) (2) authorizes and directs the Panama Canal Com- 
pany to remove its operations and withdraw from the other lands 
and improvements designated in item 2 of the memorandum cited 
above, and to convey to the Republic of Panama free of cost all the 
right, title and interest held by the said Company and the United 
States of America to these lands and improvements. 

The properties to be conveyed under this section include: certain 
lands on the westerly shores of the city of Colon, including the old 
freight house and Colon Pier No. 3; the Panama Railroad yard and 
railway passenger station (the removal of the railway terminal opera- 
tions from the city of Panama will relieve the Panamanian Govern- 
ment of its obligation under the 1942 agreement to make available 
without cost to the United States a suitable new site for such terminal 
facilities) ; and the de Lesseps, Golon Beach, and New Cristobal areas 
in the city of Colon (with the exception of two lots which the United 
States intends to use for consulate purposes). 

Gradual withdrawal by the United States and/or its agencies from 
the areas in Colon is contemplated. In article V of the treaty the 
United States agrees that these lands and improvements will be 
conveyed to the Republic of Panama 


when and as (they are) determined by the United States to 
be no longer needed for the operation, maintenance, sanita- 
tion, or protection of the Panama Canal or of its auxiliary 
works, or for other authorized purposes of the United States 
in the*Republic of Panama. 


The railroad tracks and trackage area in Colon will be retained by 
the United States, as they are required for switching purposes servicing 
the Cristobal piers. 

Section 102 (b) provides that property of the Panama Canal 
Company conveyed under the treaty be on the basis of net book value, 
and any net capital loss, as established by the Panama Canal Com- 
pany and approved by the Director of the Bureau of the Budget, re- 
sulting from disposal, relocation, etc., of any property of the Company 
rendered excess, wholly or in part, thereby shall be treated as ex- 
traordinary expenditures and losses incurred through directives based 
on national policy and not related to the operations of the corporation, 
within the meaning of section 246 (d) of title 2 of the Canal Zone Code, 
as added by the act of June 29, 1948. It is directed that the net book 
value of Canal Zone Government property conveyed under this 
directive shall be removed from the capital investment of the United 
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States in the Canal Zone Government without charge to the costs of 
operation of that agency. Appropriations are authorized in such 
amounts as may be required for necessary replacement of properties 
or facilities of the Panama Canal Company or Canal Zone Government 
conveyed or rendered excess as the result of the treaty or memorandum. 

Section 103 would amend section 246 of title 2 of the Canal Zone 
Code to provide that the Panama Canal Company be obligated to 
reimburse the Treasury, as nearly as possible, for the annuity pay- 
ments under the 1903 treaty as modified by the treaty of March 2, 
1936 and by article 1 of the treaty of January 25, 1955, and for the 
net costs of operation of the Canal Zone Government. 


GENERAL DISCUSSION 


Your committee was in full agreement as to the desirability for 
giving prompt approval to those sections of the bill which are designed 
to implement the treaty provisions and understandings. However, 
question was raised as to the propriety of tying into a treaty imple- 
mentation bill, directives which did not relate to matters between the 
United States and the Republic of Panama, but concerned only the 
financial relationship between United States agencies. A suggestion 
was advanced that these fiscal provisions be deleted, and be presented 
in a separate bill, so as not to delay further approval of the treaty 
provisions. 

Because of the already lengthy interval since ratification of the treat 
in 1955, your committee decided to report the bill to the Senate, wit 
the clear understanding that any members of the committee who might 
question or oppose any of the bill’s provisions could feel free to do so. 

One point raised in the committee’s discussions was that the increase 
of $1,500,000 in annuity payments to Panama came about as a matter 
of national political policy, and was in no way related to the operation 
of the canal; therefore, it should not be saddled entirely upon the 
users of the canal. 

Another point at issue was the provision in the bill that the proper- 
ties to be conveyed to the Republic of Panama be transferred at their 
net book value ($4,200,000) instead of at their present market value 
($24,300,000). Previous transfers of Canal Company properties to 
other than United States agencies were made at prevailing market 
prices. 

The conveyances to Panama include certain facilities—housing, a 
hospital, commissaries, ete.—which will have to be replaced within the 
zone boundaries, at a cost of $14,200,000. It is the committee’s view 
that any such replacement construction which may be required as a 
result of the transfers of land and improvements under the treaty 
should be undertaken only after a clear demonstration that adequate 
substitute facilities of other United States agencies in or adjacent 
to the Canal Zone are not available. 


REPORTS OF GOVERNMENT AGENCIES 
The Department of State, under date of April 17, 1957, recommends 
and urges enactment of S. 1730. The Department advised: 


“We feel impelled to point out that it is possible that 
failure of enactment or excessive delay in enactment of such 
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implementing legislation might seriously impair this Govern- 

ment’s relations with the Government and people of Pan- 
”? 

ama. 


The General Accounting Office, in its report to the committee on 
S. 1730, dated April 12, 1957, cited the report of the Committee on 
Merchant Marine and Fisheries of the House of Representatives 
(H. Rept. No. 1878, March 13, 1956) concerning a proposal to abandon 
the Panama Railroad, in which it was rec ommended that the Panama 
Railroad continue to operate as at present, pending an examination 
and report by qualified railroad experts as to its operation. In conse- 
quence of the recommendation cited the Comptroller General suggested 
that the committee might want to consider delaying any transfer of 
the terminal properties of the Panama Railroad to the Republic of 
Panama until such time as it is finally determined whether the Panama 
Railroad should or should not cease operations. 

The Comptroller General’s report also suggested amendment of 
section 103— 

to clearly reflect that the increases in the annuity payments 
which were paid after the ratification on July 29, 1955, of the 
treaty of January 25, 1955, but prior to the date of enactment 
of the proposed legislation, are to be included in the amounts 
to be reimbursed to the United States Treasury. 


A specific definition of the phrase ‘‘net book value” in section 102 (b) 
also is recommended. 


DEPARTMENT OF STATE, 
Washington, April 17, 1957. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Senator Maanuson: Reference is made to your letter of 
March 28, 1957, enclosing a copy of S. 1730, a bill to implement a 
treaty and agreement with the Republic of Panama, and for other 
purposes for the comment of the Department of State. In this 
connection reference is made to my interim letter of reply of April 1. 

The Department of State approves and concurs in the wording of 
S. 1730 as submitted and recommends no change. It is noted, 
however, that only title I, conveyance of property to the Republic of 
Panama and fiscal adjustments by Panama Canal Company, is 
included in S. 1730. The draft legislation, as understood to have 
been presented by the Bureau of the Budget to the Congress, also 
was to have included title II, adjustments in conditions of employment 
in departments or agencies in the Canal Zone. It is our understanding 
that proposed legislation on title II will be handled by the Post Office 
and Civil Service Committee of the Senate. 

The Department recommends and urges enactment of S. 1730. We 
feel impelled to point out that it is possible that failure of enactment 
or excessive delay in enactment of such implementing legislation might 
seriously impair this Government’s relations with the Government and 
people of Panama. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report and that 
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enactment of this legislation would be in accord with the program of 
the President. 
Sincerely yours, 
Rosert C. Hn, 
Assistant Secretary 
(For the Secretary of State). 


JOMPTROLLER GENERAL OF THE UNITED SraTEs, 
Washington, April 12, 1957. 
Hon. Warren G. MAGNnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CuatrMan: Your letter of March 28, 1957, requests our 
views on S. 1730. The stated purpose of the bill is to implement a 
treaty and agreement with the Republic of Panama, by transferring 
certain property to the Republic, and for other purposes. 

Section 102 (a) of the bill would authorize and direct the Secretary 
of State to transfer to the Republic of Panama the lands and improve- 
ments in the area known as Paitilla Point and in areas designated in 
paragraphs 1, 2, and 3, of paragraph (a) of item 2 of the Memo- 
randum of Understanding Reached in connection with the treaty of 
mutual understanding and cooperation between the United States of 
America and the Republic of Panama signed on January 25, 1955, 
and ratified by the United States Senate on July 29, 1955. In addi- 
tion the bill would authorize and direct the Panama Canal Company to 
remove its operations and withdraw from the other lands and improve- 
ments designated in said item 2 and to convey the same to the Republic 
of Panama. 

[It is noted from the bill as well as the Memorandum of Under- 
standing Reached that among the items of property to be transferred 
to the Republic of Panama are the terminals and station properties of 
the Panama Railroad which are located on land in the cities of Colon 
and Panama in the Republic of Panama. 

In our comments of June 18, 1956, to your committee on a similar 
bill—S. 3906 of the 84th Congress—we referred to a report of the 
Committee on Merchant Marine and Fisheries, House of Representa- 
tives (H. Rept. No. 1878, dated March 13, 1956) concerning a proposal 
to abandon the Panama Railroad and construct a highway on the 
railroad bed across the Isthmus wherein it was recommended that the 
Panama Railroad continue to operate at present levels pending an 
examination and report by qualified railroad experts as to the opera- 
tion of the railroad. We suggested that in view of such development 
your committee might want to consider delaying any transfer of the 
terminal properties of the Panama Railroad to the Republic of 
Panama until such time as it is finally determined whether the Panama 
Railroad should or should not cease operations. 

The examination and report as to the operation of the Panama 
Railroad as recommended by the Committee of Merchant Marine and 
Fisheries has now been completed and in a further report of that 
committee (H. Rept. No. 2974 dated January 3, 1957) it was recom- 
mended that the railroad continue in operation and certain suggestions 
were made for reducing the cost of operation. It is understood the 
Panama Canal Company estimates that expenditures of $149,000 
will be required to construct new facilities or to modify existing 
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facilities to replace the railroad properties that would be conveyed to 
the Republic of Panama under provisions of the treaty. 

Referring to section 102 (b) of the bill and in particular the phrase 
“as established by the Panama Canal Company and approved by the 
Director of the Bureau of the Budget” it is possible that such language 
may be construed as applicable only to net capital loss. We believe 
the phrase should be equally applicable to net book value; therefore, 
we suggest the insertion of the following language at the beginning 
of section 2: “The net book value (original cost less accumulated 
depreciation, and valuation allowances approved by the Director, 
Bureau of the Budget) of property of the Panama Canal Com- 

anv * * v7 

Section 103 of the bill would amend section 246 (e) of title 2 of the 
Canal Zone Code to provide that the annuity increase under article I 
of the treaty would be reimbursed to the United States Treasury 
by the Panama Canal Company. ‘This is consistent with the prin- 
ciple that the canal enterprise should be self-sustaining and its opera- 
tions should involve no burden upon the United States taxpayers, 
We are in full agreement with this provision. However, we suggest 
that this section be amended to clearly reflect that the increases in 
the annuity payments which were paid after the ratification on July 
29, 1955, of the treaty of January 25, 1955, but prior to the date of 
enactment of the proposed legislation, are to be included in the 
amounts to be reimbursed to the United States Treasury. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


O 


Calendar No. 489 


85TH CONGRESS ' SENATE \ Report 
1st Session No. 480 


JOINT COMMITTEE TO REPRESENT THE CONGRESS AT 
THE 250TH ANNIVERSARY OF THE FOUNDING OF 
JAMESTOWN, VA. 





June 24 (legislative day, Junge 21), 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. Con. Res. 27] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. Con. Res. 27) to appoint a joint committee to represent 
Congress at the 350th anniversary of the founding of Jamestown, 
Va., having considered the same, reports favorably thereon with an 
amendment and recommends that the resolution, as amended, be 
agreed to. 

AMENDMENT 


On page 2, beginning with the word “committee” on line 1, strike 
all down to and including the word chairman.” on page 2, line 3, and 
insert in lieu thereof the following: 


joint committee shall not exceed the sum of $1,000, one-half 
of such sum to be paid from the contingent fund of the 
Senate and one-half of such sum to be paid from the con- 
tingent fund of the House of Representatives, on vouchers 
approved by the chairman. 


PURPOSE 


The purpose of this resolution, as amended, is to authorize the 
appointment of a joint committee of the Senate and House of Repre- 
sentatives to represent the Congress of the United States at the 
ceremonies to be held at Jamestown, Va., on July 30, 1957, in com- 
memoration of the 350th anniversary of the founding of Jamestown, 
the first permanent English settlement in America. 
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STATEMENT 


On July 30, 1957, ceremonies will be held at Jamestown, Va., in 
commemoration of the 350th anniversary of the founding of James- 
town, the first permanent English settlement in America. 

It was here, at Jamestown, that the first legislative assembly 
convened in the New World, and from this small beginning has de- 
veloped our great Republic. This celebration will focus the attention 
of Americans that this Nation existed approximately as long as a 
colony as it has existed subsequently as an independent nation. The 
colonial period lasted about 176 vears and has had a lasting influence 
on present-day institutions. This celebration will also emphasize 
the trials and tribulations on the battlefields which culminated in the 
final and decisive victory at Yorktown in 1781. 

The committee is advised that the British Parliament has accepted 
an invitation to send an official delegation to Virginia for ceremonies 
at Jamestown, and that the entire Virginia General Assembly has 
also been invited to attend the highlight of the Jamestown festival. 

The committee deems it appropriate that the Congress of the United 
States be represented at these historic ceremonies at Jamestown on 
July 30, 1957. 

The resolution proposes that the joint committee consist of 4 
Senators and 5 Representatives, to be appointed by the President of 
the Senate and the Speaker of the House of Representatives, 
respectively. 

The committee has amended the resolution in order to provide that 
the expenses of the joint committee shall not exceed $1,000 and that 
one-half of the expenses shall be paid out of contingent fund of the 
Senate and one-half of the expenses be paid out of contingent fund of 
the House of Representatives. 

The committee is of the view that this resolution has a meritorious 
purpose and, accordingly, recommends favorable consideration of 
Senate Concurrent Resolution 27, as amended. 


O 
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85tua Conaress } SENATE Report 
1st Session No. 519 


CONVEYANCE OF BUNKER HILL ISLAND IN LAKE CUM- 
BERLAND NEAR BURNSIDE, KY., TO THE COMMON- 
WEALTH OF KENTUCKY FOR PUBLIC PARK PURPOSES 


JUNE 24 (legislative day, June 21) 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S, 1823] 


The Committee on Public Works to whom was referred the bill 
(S. 1823) to authorize the conveyance of Bunker Hill Island in Lake 
Cumberland near Burnside, Ky., to the Commonwealth of Kentucky 
for public park purposes, having considered the same, reports favorably 
thereon without amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize and direct the Secretary of the 
Army to convey to the Commonwealth of Kentucky a portion of 
Bunker Hill Island in Lake Cumberland, Burnside, Ky., containing 
in the aggregate about 390 acres, the conveyance to be without mone- 
tary consideration therefor, but upon condition that the property 
shall be used for public park purposes, and that title shall revert to 
the United States if the Commonwealth of Kentucky has not com- 
menced development within 3 years after enactment, or shall ever 
cease to use the property for public park purposes. 


GENERAL STATEMENT 


Wolf Creek Dam is located on the Cumberland River, Ky., about 
461 miles above the mouth of the river, 10 miles southwest of James- 
town, and 12 miles north of Albany, Ky. The project was approved 
in the Flood Control Act of June 28, 1938, and was essentially com- 
pleted and placed in operation in late 1951. 
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The dam is 258 feet high and 5,736 feet long, with a power installa. 
tion of six 45,000-kilowatt generating units. Lake Cumberland, 
formerly Wolf Creek Reservoir, extends 101 miles up the main stream, 
and 48 miles up the South Fork of the Cumberland River. A maxi- 
mum controlled pool level, top of spillway crest gates, the reservoir 
covers an area of 63,530 acres and provides a storage capacity of 
6,089,000 acre-feet, of which 2,094,000 is allocated for flood control 
and 2,142,000 for power drawdown, leaving a minimum pool of 
1,853,000 acre-feet for public use and conservation purposes. The 
total cost of the completed project is $79,080,000. 

Bunker Hill Island is located in Lake Cumberland at the junction 
of the South Fork with the Cumberland River. It comprises a total 
area of 533 acres acquired by the Department of the Army durin 
1948-49, for the reservoir area. The total area was acunhail 
because it was severed from the mainland. The area above the flood- 
control pool has been designated on the master plan of the project for 
park and recreational purposes. 

The committee feels that there are large benefits to be obtained 
from public park and recreational use of reservoir areas of flood- 
control projects. A number of laws for this purpose have been 
enacted. State and local governmental agencies interested in the 
development of adequate park and recreational facilities have been 
encouraged to accept responsibility for management of areas within 
flood-control reservoirs available for public recreational use. Authority 
for granting leases and licenses to States for such purposes is contained 
in section 4 of the Flood Control Act of 1946. Pursuant to this act, 
six sites have previously been made available by the Secretary of the 
Army to the Sommenaennl which is developing and using them for 
public park and recreational! purposes. 

The Commonwealth of Kentucky proposes to expend immediately 
a sum of about $250,000 for development of a daytime recreation 
center on Bunker Hill Island, and as soon as practicable to expand 
the facilities of the park to include hotel accommodations and cabin 
facilities sufficient to take care of all recreational needs. These ex- 
penditures are to be financed through the issuance of revenue bonds, 

The Commonwealth of Kentucky has been offered a lease or license 
for the use of the 390 acres, described in Senate bill 1823 as that part 
of the island lying above the 765-foot contour line. However, because 
of the extensive developments proposed, the State has indicated that 
ownership of the area would be desirable in its plans for financing the 
development. The Department of the Army has advised that the 
reasonable value of the 390 acres involved would approximate between 
$20,000 and $25,000. 

The committee believes that the conveyance provided by Senate 
bill 1823 would be in the public interest. Plans for the area for park 
and recreational purposes will in no way conflict with the purposes of 
the authorized reservoir. The legislation provides that in event the 
property is not developed and used for public park purposes it will 
revert to the United States. 

Enactment of this measure will not involve expenditure of any 
Federal funds. 

Since the introduction of Senate bill 1823 Senator Morton of Ken- 
tucky has indicated his interest in the bill and his desire to be con- 
sidered a coauthor of the measure. 
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The favorable reports of the Bureau of the Budget and the Depart- 
ment of the Army are as follows: 


Executive Orrice oF THE PRESIDENT, 
BurREAv OF THE BupGeEtT, 
Washington, D. C., May 16, 1957. 
Hon. Dennis CHAVEz, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuarrman: This is in reply to your letter of April 
10, 1957, requesting the views of the Bureau of the Budget on S. 1823, 
a bill to authorize the conveyance of Bunker Hill Island in Lake 
Cumberland near Burnside, Ky., to the Commonwealth of Kentucky 
for public park purposes. 

The purpose of the bill is to authorize and direct the Secretary of 
the Army to convey to the Commonwealth of Kentucky a portion of 
Bunker Hill Island, without monetary consideration, upon the condi- 
tion that the property shall be used for public-park purposes. 

The Bureau of the Budget would have no objection to enactment of 
this measure. 

Sincerely yours, 
Rosert E. Merriam, Assistant Director. 





DEPARTMENT OF THE ARMY, 
May 28, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate. 

Drar Mr. CHarrMANn: Reference is made to your request for the 
views of the Department of the Army with respect to S. 1823, 85th 
Congress, a bill to authorize the conveyance of Bunker Hill Island in 
Lake Cumberland near Burnside, Ky., to the Commonwealth of 
Kentucky for public-park purposes. 

The purpose of the bill is to authorize and direct the Secretary of 
the Army to convey to the Commonwealth of Kentucky a portion of 
Bunker Hill Island in Lake Cumberland, Burnside, Ky., containing 
in the aggregate 390 acres, the conveyance to be without monetary 
consideration therefor but upon condition that the property shall be 
used for public-park purposes and that title shall revert to the United 
States if the Commonwealth of Kentucky has not commenced develop- 
ment within 3 years after enactment or shall ever cease to use the 
property for public-park purposes. 

The Department of the Army interposes no objection to the enact- 
ment of this bill. 

The 390 acres described in S. 1823 are part of a larger area of approxi- 
mately 533.64 acres acquired by the Department of the Army during 
1948-49 at a cost of $147,190 for the Wolf Creek Dam and Reservoir 
as authorized by the Flood Control Act of June 28, 1938 (52 Stat. 
1215, 1217). The act of April 17, 1952 (66 Stat. 63) provided that 
the lake formed by the waters impounded by Wolf Creek Dam, 
Kentucky, should thereafter be known as Lake Cumberland. The 
estimated cost of the 390 acres is $43,290. The area has been desig- 
nated on the master plan of the project for park and recreational 
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purposes and its use by the State in that manner would not be in- 
compatible with project purposes. 

The Department of the Army, recognizing the benefits to be derived 
from public parks at reservoir projects, encourages their development 
by interested States and local agencies. Authority to grant leases and 
licenses for park and recreational purposes is contained in the act of 
December 22, 1944, as amended (58 Stat. 887, 68 Stat. 1266). Pur- 
suant to this act six sites have previously been made available by the 
Secretary of the Army to the Commonwealth of Kentucky which is 
developing and using them for public park and recreational purposes, 

The Commonwealth of Kentucky has been offered a lease or license 
for the use of the 390 acres described in S. 1823. However, because 
of the extensive development plan in connection with the establish- 
ment of a State park at this site, the State desires the transfer of fee 
title. There is no authority in existing legislation to permit the Sec- 
retary of the Army to convey the property. The pending bill would 
provide legislative authority for the specific purpose intended, with 
provision for a reverter to the United States in the event that the 
property is not developed and used for public park purposes. 

The enactment of this measure will not involve the expenditure of 
any Department of the Army funds. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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JACKSON SCHOOL TOWNSHIP, INDIANA 





JUNE 25, 1957.—Ordered to be printed 


Filed, under authority of the order of the Senate of June 24 (legislative day, 
June 21), 1957 





Mr. Eastianp (for Mr. JENNER), from the Committee on the 
Judiciary, submitted the following 


REPORT 


[To accompany 8. 807] 


The Committee on the Judiciary, to which was referred the bill 
(S. 807) for the relief of Jackson School Township, Ind., having 
considered the same, reports favorably thereon with amendments, and 
recommends that the bill, as amended, do pass, 


AMENDMENTS 


1. On page 1, line 6, a out “$300,000” and insert “$275,000”. 

2. Beginning on page 1, line 12, strike all down to and including 
the word “thereof” on page 2, line 1, and insert in lieu thereof the 
following: 


the appropriate authorities convey to the United States all 
their right, title, and interest in and to the township school 
property located at Lincoln, Indiana, which property has 
been rendered useless for school purposes due to the noise 
and danger from Department of the Air Force aircraft using 
Bunker Hill Air Base: And provided further, That no part of 
the amount appropriated in this Act. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to authorize 
and direct the Secretary of the Treasury to pay the sum of $275,000 
to Jackson School Township, Cass County, Ind., as compensation 
for the loss of utility of its school at Lincoln, Ind., and for costs to be 
incurred in relocating such school due to the noise and danger from 
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Department of the Air Force aircraft using Bunker Hill Air Base, 
provided that such property as has been rendered useless for school 
purposes be conveyed to the United States. 


STATEMENT 


The Lincoln Elementary School is located in the community of 
Lincoln, Ind., approximately 3 miles southwest of the end of Bunker 
Hill Air Force Base runway, and is three-quarters of a mile northeast 
of the extended center line of that runway. The building was con- 
structed in 1921; is a two-story brick, and has been kept in good 
condition. It is presently used for the first four grades of elemen- 
tary classes. 

The county superintendent of schools as well as other interested 
officials contend that the building has been rendered practically useless 
because of the noise resulting from the flight pattern adopted in the 
frequent take-offs and landings occasioned by jet aircraft at the 
adjoining Air Force base. In stating their position as to the useful- 
ness of the building the interested officials have greatly discounted 
any degree of proximate danger from aircraft crashes as being in the 
field of conjecture. Nevertheless, they are of the firm opinion that 
the school must be relocated in order to carry out its necessary 
function. 

A public hearing with respect to this bill was held by a subcommittee 
of the Judiciary Committee on June 5, 1957, at which testimony was 
given by Senator Homer E. Capehart, Senator William E. Jenner; 
the Honorable Charles Halleck, who represents the Second District of 
Indiana; officials of the Indiana school system in both the State and 
local levels as well as interested officials of the executive branch of the 
Federal Government. 

As a result of that hearing, it was determined not only that the 
flight path of the aircraft taking off and landing from the facilities 
located at Bunker Hill Air Force Base was such that the noise of the 
jet engines created serious problems in connection with the instruction 
of the elementary school students but that there also existed a very 
serious danger from a possible crash of such aircraft into the school 
building and adjoining playground areas. As a matter of fact, an 
official Air Force map of the base and its environs pointed up an area 
adjacent to the school with the notation “Do not permit construction 
of buildings which encourage public assembly in this area.” 

The testimony also developed that existing legislation relating to 
the so-called impacted areas did not form a basis for relief in this 
case and that, so far as is presently known, only two other schools in 
the United States find themselves in a comparable situation. 

For these reasons, and particularly because of the absence of any 
general legislation dealing with this subject, the committee recom- 
mends favorable action on the bill, as amended, in order to assist the 
local authorities financially in the construction of a new and relocated 
school, for which the need is clearly established, but provided that, 
since the area apparently is rendered useless for purposes of public 
assembly or development as home sites, that the title to such property 
be, in return, conveyed to the United States. 

Attached hereto for the information of the Senate is a letter of 
the Department of the Air Force, submitted in connection with a 
similar bill of the 84th Congress. The transcript of the testimony 
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above referred to has been retained in the committee files and is 
available to the interested parties. 





DEPARTMENT OF THE AiR Forcs, 
OFFICE OF THE SECRETARY, 
Washington, October 3, 1956. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
United States Senate. 

Dear Mr. CuarrMan: Reference is made to your request for a 
report from the Department of the Air Force on S. 4042, 84th Con- 
gress, a bill for the relief of Jackson School Township, Indiana. 

The purpose of the bill is to authorize and direct the Secretary of 
the Treasury to pay the sum of $250,000 to Jackson School Township, 
Cass County, Ind., as compensation for the loss of utility of its school 
at Lincoln, Ind., and for costs to be incurred in relocating such school, 
allegedly due to noise and danger from Department of the Air Force 
aircraft using Bunker Hill Air Force Base. 

The Lincoln Public School, in the community of Lincoln, Ind. 
(population approximately 200), is located 3 miles southwest of the 
end of Bunker Hill Air Force Base runway, and is three-quarters of a 
mile northeast of the extended center line of that runway. The 
school is a 2-story brick building, with gymnasium in basement, and 
is 60 feet by 60 feet in size. It was constructed in 1921 and has been 
kept in good condition. This Department understands that there 
will be classes held in this building for the first four grades during the 
next school year. 

This Department cannot agree with the contention that the opera- 
tion of aircraft from Bunker Hill Air Force Base is dangerous to the 
Lincoln Public School. The flight pattern being used at Bunker 
Hill Air Force Base requires landings and take-offs to follow a flight 
line half-way between the town of Lincoln and the town of Galveston, 
Ind. This means that the actual path of flight is 14% miles away from 
the location of the school and the town of Lincoln, rather than three- 
quarters of a mile. 

This situation is analogous to the condition existing in Washington, 
D.C. The White House is located approximately 2% miles from the 
northern end of the Washington National Airport, and is approxi- 
mately 1% miles distant from the flight path used by north bound 
aircraft from Washington National. A modified flight pattern similar 
to that being used at Bunker Hill Air Force Base 1s utilized in order 
to avoid flights near the White House. 

The Department of the Air Force is making an all-out effort to 
minimize objectionable noises caused by aircraft, and is confident 
that it will find acceptable solutions to its current problems of this 
nature. However, it must be borne in mind that the development 
and production of a superior weapons system may be the key to our 
survival as a Nation. Temporary inconveniences endured for the 
sake of aeronautical progress may continue to be a small price to pay 
for national security. 

In view of the foregoing, the Department of the Air Force opposes 
enactment of 5. 4042. ; 











4 JACKSON SCHOOL TOWNSHIP, INDIANA 


The direct fiscal effect of enactment of S. 4042 would be an expendi- 
ture by the Federal Government of $250,000. However, the over-all 
impact on the budget of the Department of Defense could be fantastic 
due to the precedent which passage of this bill would establish. 

The Bureau of the Budget has advised that it has no objection to 
the submission of this report. 


Sincerely yours, 
Donap A. QUARLEs. 


O 
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85TH CoNGRESS t SENATE Reporr 
1st Session No. 521 





TRANSMISSION OF EXECUTIVE AGREEMENTS 
TO THE SENATE 


Jong 25, 1957—Ordered to be printed 


Filed under authority of the order of the SenateJof June 24 (legislative day, 
June 21), 1957 





Mr. Green, from the Committee on Foreign Relations, submitted the 
following 


REPORT 


[To accompany S. 603] 


The Committee on Foreign Relations, having had under considera- 
tion S. 603, requiring international agreements other than treaties to 
be transmitted to the Senate within 60 days from the execution thereof, 
reports the bill to the Senate without objection, and recommends its 
approval. 

MAIN PURPOSE OF THE BILL 


S. 603, which was introduced by Senator Knowland on January 14, 
1957, would amend title I of the United States Code by inserting a 
new section (sec. 112b) requiring the Secretary of State to transmit 
to the Senate the text of any international agreement other than a 
treaty, to which the United States is a party— 


as soon as practicable after such agreement has entered into 
force with respect to the United States but in no event later 
than sixty days thereafter. 


If the President believes the public disclosure of any such agreement 
would be prejudicial to the national security, then the agreement 
shall be transmitted to the Committee on Foreign Relations under an 
appropiate injunction of secrecy to be removed only upon due notice 
by the President. Necessary steps to safeguard every such instru- 
ment would be taken by the Committee on Foreign Relations, which, 
after considering its terms, may take whatever action it deems proper 
under the circumstances. 
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BACKGROUND OF THE MEASURE 


During the past few years many Members of the Senate have 
manifested concern as to the scope and function of executive agree- 
ments in the conduct of the foreign relations of the United States, 
Under the Constitution treaties are submitted to the Senate for its 
approval and are given careful examination by the Foreign Relations 
Committee and the Members of the Senate generally. Since World 
War II the executive branch has worked closely with the committee 
in concluding most of the unportant treaties which have beén entered 
into by the United States. 

The situation has been far less satisfactory with respect to executive 
agreements. Many of these have an important bearing upon our 
foreign policy. Since they are not submitted for the approval of the 
Senate, however, considerable time may elapse after their conclusion 
before ‘they are called to the attention of the Senate. This creates 
gaps in the flow of information between’ the legislative and executive 
branches of our Government. 

The present bill insures-that the Senate will be kept regularly 
informed concerning the subject matter of agreements finalized by 
Executive action alone. The Senate thereby will be in a position 


riot only to ascertain the nature and extent of the rights and obligations: 


provided by instruments other than formal treaties, but also to 
establish to its own satisfaction the impact of these agreements on 
our foreign policy as well as-their. relationship to the laws of the 
United States. By insisting upon adequate and reasonably prompt 
information concerning the scope of international agreements other 
than treaties, Congress will be better equipped than it now is to 
perform its proper functions in the field of foreign relations. 


COMMITTEE ACTION 


S. 603 is identical with S. 147 (84th Cong., 2d sess.) as reported by 
the Committee on Foreign Relations on July 5, 1956 (Rept. No. 2416). 
As originally introduced, S. 147 (which was also identical with S. 3067, 
which had been introduced on March 3, 1954 during the 83d Cong.), 
would have required the transmission of all so-called executive agree- 
ments to the Senate within a period of 30 days after the date of their 
entry into force. On the basis of information submitted by the 
Department of State that 30 days would be too short, purely as an 
administrative measure, to perfect the final authentic draft in many 
cases, the period of 60 days was substituted by the committee for the 
time originally stated in 8S. 147. The proviso with respect to agree- 
ments which are classified for security reasons, was likewise inserted 


at the solicitation of the Department of State, which believed that, 


such agreements should not, in the national interest, be made available 
to the general public. 

Although S. 147 was passed by the Senate on July 11, 1956, no 
action on the measure was taken by the House of Representatives. 
Senator Knowland, therefore, reintroduced the measure on January 14, 
1957. 

On June 25, 1957, S. 603 was considered by the Committee on 
Foreign Relations, which voted without objection to report the bill to 
the Senate. 
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COMMITTEE RECOMMENDATION 


The committee believes that this bill will provide the basis for 
keeping the Senate duly informed on a variety of matters which are 
dealt with by executive agreements and which had hitherto escaped 
its attention. At the same time it will insure a closer degree of liaison 
between the Executive and Congress throughout the entire range of 
the treaty process. Finally, it is believed that by furnishing to the 
Senate the means whereby corrective legislative action may be taken, 
if necessary, this measure will necessarily produce a salutary restrain- 
ing effect on the conclusion of such agreements as may have been 
in the past, productive of criticism. 


O 
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BRIDGE ACROSS THE PIGEON RIVER BETWEEN 
MINNESOTA AND CANADA 


Junsg 25, 1957.—Ordered to be printed 


Filed, under authority of the order of the Senate of June 24 (legislative day, 
June 21, 1957) 


Mr. GREEN, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. 1361] 


The Committee on Foreign Relations, having had under considera- 
tion the bill, S. 1361, to revive and reenact the act entitled “An act 
authorizing the Department of Highways of the State of Minnesota 
to construct, maintain, and operate a bridge across the Pigeon River,” 
report the bill favorably to the Senate and recommend that it do pass. 


PURPOSE OF THE BILL 


The act being revived and reenacted was originally enacted on 
May 29, 1945, and authorized the Department,.of Highways of; the 
Staite of Minnesota to construct, maintain, and operate a free highway 
bridge-and approaches thereto across.the Pigeon River, so far as.the 
United States has jurisdiction over the waters of such river and sub- 
ject. to the approval of the proper authorities in Canada. Since the 

ridge was not commenced within 2 years and completed within 
4+ years of the date of enactment as specified in the act, the authority 
became null and void. S. 1361 revives and reenacts the authority 
with a time limit of 4 years beginning and 6 years on completing 
construction. 

COMMITTEE RECOMMENDATION 


The sponsor of S. 1361, Mr. Humphrey, has informed the chairman 
of the committee that “agreements have already been made between 
the two highway departments of Minnesota and Ontario, and construc- 
tion awaits only the passage of this legislation.’’ Neither the Depart- 
ment of State nor the Department of the Army, whose comments 


were solicited, have objection to the enactment of this bill. The 
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original measure contains the customary provision for obtaining the 
approval of the proper Canadian authorities. No cost to the Federal 
Government is involved. 

In the light of these considerations, the committee, on June 25, 1957, 
voted to report the bill to the Senate for favorable action. 


APPENDIX 


Theact of May 29, 1945, which is being revived and reenacted is as 
follows: 
[Pustic Law 66—79TH Conearess] 


[CHAPYER 134—Il1stT SEssioN] 
[H. R. 1659} 
AN ACT 


Authorizing the Department of Highways of the State of Minnesota to construct, 
maintain. and operate a bridge across the Pigeon River 


Be wt enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That in order to 
facilitate international commerce, improve the postal service, and 
provide for military and other purposes, the Department of High- 
ways of the State of Minnesota is hereby authorized to construct, 
maintain, and operate a free highway bridge and approaches thereto 
across the Pigeon River, so far as the United States has jurisdiction 
over the waters of such river, at a point suitable to the interests of 
navigation below High Falls on said Pigeon River, on Trunk High- 
way Numbered 61, in accordance with the provisions of the Act 
entitled “An Act to regulate the construction of bridges over navi- 
gable waters”, approved March 23, 1906, subject to the conditions 
and limitations contained in this Act, and subject to the approval of 
the proper authorities in the Dominion of Canada. 

Sec. 2. The rights, privileges, and powers conferred upon the 
Department of Highways of the State of Minnesota by this Act may 
be exercised by such department in cooperation with the Dominion 
of Canada or any political subdivision or agency thereof, which may 
agree with such department in the construction, maintenance, and 
operation of such bridge. 

Sec. 3. The authority granted by this Act shall terminate if the 
actual construction of the bridge herein authorized is not commenced 
within two years and completed within four years from the date of 
the enactment of this Act. 

Sec. 4. The right to alter, amend, or repeal this Act is hereby 
expressly reserved. 

Approved May 29, 1945. O 
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FAVORING FURTHER CONSIDERATION BY THE GENERAL 
ASSEMBLY OF THE UNITED NATIONS OF THE PROBLEM 
OF HUNGARY 





June 25, 1957.—Ordered to be printed 


Filed under authority of the order of the Senate of June 24 (legislative day, June 
21), 1957 


Mr. Green, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany 8. Con. Res. 35] 


The Committee on Foreign Relations, having had under considera- 
tion the resolution, Senate Concurrent Resolution 35, favoring further 
consideration by the General Assembly of the United Nations of the 
problem of Hungary, reports it favorably and recommends that it 
pass. 

1, PURPOSE OF THE RESOLUTION 


The purpose of the resolution is to express the sense of the Congress 
that the United States Government should take urgent steps to recom- 
mem the reconvening of the United Nations General Assembly now 
to consider further the problem of Hungary in the light of the report 
of the United Nations Special Committee on the Problem of Hungary. 


2. COMMITTEE ACTION 


Senate Concurrent Resolution 35 was submitted on June 21, 1957, 
by Mr. Knowland (for himself and Mr. Douglas) and was referred to 
the Committee on Foreign Relations. The committee considered 
the resolution on June 25, 1957, in executive session. ‘The committee 
had before it a letter to the chairman from the Department of State, 
dated June 25, 1957, describing steps which the executive branch is 
taking with respect to the report of the Special Committee on the 
Problem of Hungary and stating that “The Department of State 
perceives no objection to the adoption of the concurrent resolution.” 
This letter appears at the end of this report as annex E. The Com- 
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2 FURTHER CONSIDERATION OF PROBLEM OF HUNGARY 


mittee on Foreign Relations voted unanimously to report the resolu- 
tion to the Senate favorably. 


38. UNITED NATIONS ACTION WITH RESPECT TO INTERVENTION BY THE 
SOVIET UNION IN HUNGARY 


The peaceful student demonstration in Budapest on October 23, 
1956, started a series of events which shocked the entire world and 
which have occupied the attention of the organs of the United Nations 
ever since. 

The uprising of the Hungarian people was put down only through 
massive armed intervention by the Soviet Union. By October 26, 
1956, fighting was general throughout Hungary, between the people 
on the one side and units of the Hungarian secret police and the 
Soviet forces on the other side. 

(a) Security Council consideration 

In these circumstances the United States, France, and the United 
Kingdom, on October 27 submitted “The situation in Hungary” for 
the agenda of the Security Council and requested an urgent meeting. 
On October 28 the Security Council put the Hungarian item on its 
agenda. over the vote of the U. S. S. R. and the abstention of 
Yugoslavia. 

On October 29 Israel invaded Egypt and on October 31 France and 
the United Kingdom intervened in the Egyptian fighting. These 
events also required United Nations action and of course drew atten- 
tion away from the crisis in Hungary. 

On October 28 a Soviet-Hungarian agreement for the immediate 
withdrawal of Soviet forces from Budapest was announced and on 
October 30 Moscow stated Russian readiness to negotiate with 
Hungary about the stationing of Soviet troops there. By October 31 
Soviet units began to leave Budapest. 

Although early on November 1 the situation appeared peaceful, the 
Hungarian Government, then headed by Premier Nagy, learned of 
the entry of new Soviet units in Hungary and Premier Nagy cabled 
to the United Nations Secretary General that Hungary was withdraw- 
ing from the Warsaw Pact and requesting that the forthcoming Gen- 
eral Assembly consider “The question of Hungary’s neutrality and 
the defense of this neutrality by the Fourt Great Powers.”’ 

The Security Council met on November 2 without the Hungarian 
representative because it was questioned whether the permanent Hun- 
garian delegation in New York still represented Hungary. On Novem- 
ber 3 Ambassador Lodge submitted a resolution calling upon the U.S. 
S. R. to stop intervening in Hungary and to withdraw Soviet forces 
without delay. On the plea of the Soviet representative that nego- 
tiations were in progress in Budapest regarding the presence of Soviet 
troops in Hungary, the Security Council did not then vote on the 
United States resolution. During the evening, however, reports of 
large scale Soviet military intervention were received and an emer- 
gency Security Council meeting convened at 3 a. m. on November 4. 
At this meeting the United States resolution was vetoed by the Soviet 
Union. 

Ambassador Lodge then presented in the Security Council a reso- 
lution calling for an emergency session of the United Nations General 
Assembly under the “Uniting for peace” procedure “in order to make 
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appropriate recommendations concerning the situation in Hungary.” 
This resolution was approved by a vote of 10 to 1 (U.S. S. R.). 


(b) General Assembly action at its special session 

The General Assembly met at 4 p. m., Sunday, November 4, and 
the Hungarian item was immediately put on the agenda. The United 
States submitted a resolution calling for the U.S. S. R. to stop armed 
attack on the people of Hungary; the Secretary General was requested 
to investigate and report to the Assembly on the situation, and the 
resolution called upon Hungary and the U.S. S. R. to admit United 
Nations observers to Hungary. This resolution was adopted the same 
day, 50 to 8 (Albania, Byelorussia, Bulgaria, Czechoslovakia, Poland, 
Rumania, Ukraine, U. S. S. R.), with 15 abstentions (Afghanistan, 
Burma, Ceylon, Egypt, Finland, India, Indonesia, Iraq, Jordan, Libya, 
Nepal, Saudi Arabia, Syria, Yemen, Yugoslavia). Hungary did not 
participate, having received no official information or instructions from 
Budapest. 

Due to the occupation of the General Assembly with the Middle East 
situation, that body was unable to resume consideration of the Hun- 
garian problem until November 8, at which time Italy, Cuba, Ireland, 
Pakistan, and Peru submitted the so-called five-power resolution, again 
calling on the U. S. S. R. to withdraw its forces and proposing free 
elections in Hungary under United Nations auspices. On November 9 
the United States introduced a resolution calling upon the U.S. S. R. 
to cease its actions in violation of United Nations principles and re- 
questing the Secretary General, through the United Nations High 
Commissioner for Refugees, to set up machinery for helping refugees 
fleeing Hungary. Austria also introduced a resolution dealing with 
relief activities. On November 9 these three resolutions were adopted 
over the objection or abstention of the Communist bloc. 

On November 10 the emergency session of the General Assembly 
adopted a United States proposal to place the Hungarian problem on 
the agenda of the imminent 11th regular session of the United Nations 
General Assembly. 


(c) U. N. Secretary General’s efforts 

Acting under the November 4 resolution, the Secretary General 
on November 8 addressed an aide-memoire to the Hungarian Foreign 
Minister asking whether Hungary was willing to admit his observers. 
On November 12 a negative Hungarian reply was received which 
argued that the situation in Hungary was an internal matter and that 
any General Assembly resolution was “‘illegal.’”” On November 16 
the Secretary General appointed the following individuals to investi- 
gate the situation in Hungary: Judge Oscar Gunderson, Norway; 
Mr. Arthur Lall, India; and Mr. Alberto Lleras, Colombia. 


(d) Action at the 11th session of the General Assembly 

With the publication of reports of repressive Communist measures 
in Hungary, including mass deportations to the Soviet Union, the 
Cuban Government introduced a resolution in the General Assembly 
on November 15 calling upon the Soviet Government to cease forced 
deportations and asking prompt compliance with previous General 
Assembly resolutions. The United States supported the Cuban resolu- 
tion, .On November 19 a resolution was submitted by Ceylon, India, 
and Indonesia which noted statements about deportations and urged 
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Hungary to accede ‘‘without prejudice to its sovereignty” to the 
Secretary General’s request to admit observers. The Cuban resolu- 
tion was adopted on November 21 by 55 votes to 10 (Albania, Bul- 
garia, Byelorussia, Czechoslovakia, Hungary, Poland, Rumania, 
Ukraine, U.S. S. R., Yugoslavia) with 14 abstentions (Afghanistan, 
Egypt, Finland, India, Indonesia, Jordan, Lebanon, Libya, Morocco, 
Saudi Arabia, Sudan, Syria, Tunisia, Yemen). The Indian resolution 
was also adopted by 57 votes to 8 (Albania, Bulgaria, Byelorussia, 
Czechoslovakia, Hungary, Rumania, Ukraine, U. 8. S. R.) with 14 
abstentions (Chile, China, Cuba, Dominican Republic, Egypt, 
Ethiopia, Jordan, Panama, Paraguay, Poland, Saudi Arabia, Syria, 
Yemen, Yugoslavia). 
(e) Assistance to refugees from Hungary 

Also on November 21 the General Assembly took up the refugee 
problem on the basis of a joint resolution submitted by Argentina, 
Belgium, Denmark, and the United States. This resolution urged 
governments to contribute to the program of the U. N. High Com- 
missioner for Refugees and to coordinate their aid programs in con- 
sultation with him. This resolution was agreed to by 69 votes to 2 
(Hungary, Rumania) with 8 abstentions (Albania, Bulgaria, Byelo- 
russia, Czechoslovakia, Poland, Sudan, Ukraine, U. S. S. R.), and 
Hungarian amendments aimed at causing the return of refugees were 
rejected. 
(f) Report of the U. N. Secretary General on Hungary 

On November 30 the Secretary General reported to the General 
Assembly that no information was available concerning compliance 
with General Assembly resolutions on troop withdrawal and related 
political matters; that his efforts to send observers into Hungary 
had been rejected, that the individuals whom he had appointed to 
investigate the situation had been unable to report for lack of oppor- 
tunity to observe; and that humanitarian assistance to Hungarians 
within and outside of Hungary was underway. 


(g) Further General Assembly consideration 

In December 1956 there was general agreement in the General 
Assembly that one final effort should be made to achieve compliance 
with earlier Assembly resolutions before moving on to more drastic 
measures. A 14-power resolution which had been introduced on 
December 2 set a deadline for compliance. This resolution was 
adopted on December 3 by 54 votes to 10 (Albania, Bulgaria, Byelo- 
russia, Czechoslovakia, Hungary, Poland, Rumania, Ukraine, U. S. 
S. R., Yugoslavia), with 14 absentions (Afghanistan, Burma, Ceylon, 
Egypt, Finland, India, Indonesia, Jordan, Morocco, Saudi Arabia, 
Sudan, Syria, Tunisia, Yemen). 

When the December 3 resolution failed to bring any response from 
the Soviet Union or Hungary, a 20-power resolution was tabled in the 
General Assembly which condemned “the violation of the charter by 
the Government of the U.S. S. R. in depriving Hungary of its liberty 
and independence and the Hungarian people of the exercise of their 
fundamental rights.”” On December 10 Ceylon, India, and Indonesia 
submitted amendments designed to soften somewhat the condemna- 
tion of the Soviet Union, but in the final voting on December 12 these 
amendments were rejected and the resolution was adopted, 55 to 8 
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(Albania, Bulgaria, Byelorussia, Czechoslovakia, Poland, Rumania, 
Ukraine, U. S. S. R.), with 13 abstentions (Afghanistan, Cambodia, 
Egypt, Finland, India, Indonesia, Jordan, Morocco, Saudi Arabia, 
Sudan, Syria, Yemen, Yugoslavia). 
(h) Special committee of investigation 

On January 5, the Secretary General reported again on his action 
pursuant to the various Assembly resolutions. He also raised the 
question whether the General Assembly should not establish a special 
committee to take over the activities of the three individuals earlier 
appointed by the Secretary General to investigate the Hungarian 
situation. A resolution embodying this suggestion was adopted on 
January 10. 


4. REPORT OF THE UNITED NATIONS SPECIAL COMMITTEE ON THE 
PROBLEM OF HUNGARY 


The Special Committee on the Problem of Hungary, composed of the 
representatives of Australia, Ceylon, Denmark, Tunisia, and Uruguay, 
was established by resolution 1132 (XI) of the General Assembly of 
the United Nations on January 10, 1957. This resolution is set out as 
annex A of the report. The following representatives were appointed 
by their Governments: Australia: Mr. K. C. O. Shann; Ceylon: Mr. 
R. S. S. Gunawardene; Denmark: Mr. Alsing Andersen; Tunisia: Mr. 
Mongi Slim; Uruguay: Prof. Enrique Rodriguez Fabregat. The 
Committee held its first meeting at the United Nations Headquarters 
in New York on January 17, 1957, and elected Mr. Alsing Andersen as 
Chairman and Mr. K. C. O. Shann as Rapporteur. 

The Committee heard 111 witnesses: 35 were heard in New York, 
21 in Geneva, 16 in Rome, 30 in Vienna, and 9 in London. The first 
three prominent witnesses were heard in public, but the Committee 
found it more practical to hold closed meetings to hear the other 
witnesses since most of the refugees feared retaliation against their 
families and friends in Hungary. The witnesses heard in public were 
Miss Anna Kethly, Minister of State in the Hungarian Government of 
Imre Nagy; Maj. Gen. Bela Kiraly, military commander of the city of 
Budapest and commander in chief of the National Guard during the 
Hungarian uprising; and Jozsef Kovago, major of Budapest during the 
years 1945-47 and again during the days from October 31, to Novem- 
ber 4, 1956. 

The witnesses were selected by the Chairman and the rapporteur 
of the Committee from a larger number who asked to be heard. Most 
witnesses were skilled and unskilled workers, both Communist and 
non-Communist, and all religious faiths were represented. None of 
the witnesses had left Hungary prior to the October 1956 revolution. 
Most witnesses testified that they had fled Hungary because they 
feared arrest and deportation. After giving their own statements the 
witnesses were cross-examined by members of the Committee. The 
Committee also received and made use of voluminous documentary 
material from United Nations members including verbatim reports 
in English and Hungarian of official Hungarian broadeasts and un- 
official broadcasts made during the revolution. 

Attempts by the Special Committee to observe and question wit- 
nesses in Hungary and to meet former Premier Nagy were rejected 
by the Hungarian Government which had been installed by action of 
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the Soviet Union. The United Nations Committee regrets not having 
available to it information which could have been obtained by direct 
observation in Hungary but the Committee believes that its conclu- 
sions would not have been modified if the Hungarian Government 
had been more cooperative. The main conclusion of the report of 
the Special Committee on the Problem of Hungary, as summarized 
in the preamble of Senate Concurrent Resolution 35 is: 


That what took place in Hungary in the latter part of 
1956 was a spontaneous national uprising caused by long- 
standing grievances engendered by the oppressive way of life 
under Communist rule and by the state of captivity of Hun- 
gary under control of the Union of Soviet Socialist Republics. 


The detailed conclusions of the Special Committee are set forth 
as annex C of this report. The conclusions of the Special Committee 
have added significance because they are concurred in by represent- 
atives of Ceylon and Tunisia, nations which have pursued an inde- 
pendent course in foreign affairs and who could not be said to be 
partial to the views of the United States or of other sponsors of resolu- 
tions in the General Assembly condemning the action of the Soviet 
Union in Hungary. 


5. CONSIDERATION OF THE REPORT OF THE SPECIAL COMMITTEE BY THE 
UNITED NATIONS GENERAL ASSEMBLY 


The Report of the United Nations Special Committee on the Prob- 
lem of Hungary constitutes an indictment of a creed and system so 
tyrannical and so clearly imposed by the Soviet Union that the 
workers of Hungary were constrained to revolt, and also an indict- 
ment of the brutal actions of the Soviet Union in crushing that revolt. 

The next regular meeting of the General Assembly will not take 
place until September. That meeting will in due course take up the 
report on Hungary, but other items are pressing for attention and 
there may be some delay. The Committee on Foreign Relations, 
therefore, urges the reconvening of the General Assembly now to 
consider the report on Hungary. 

It is important that world attention be focused again on Hungary. 
The world needs to be reminded forcefully of the momentous events 
which took place there in October and November of 1956. Unfortu- 
nately the occurrence of the conflict in Egypt at the same time tended 
to obscure, for most of the world, the facts and lessons to be drawn 
from the events in Hungary. 

The Committee on Foreign Relations does not wish to prejudge any 
action which the General Assembly may decide to take as a result of its 
consideration of the report on Hungary but in the opinion of the Com- 
mittee on Foreign Relations this report represents an unequivocal 
demand for a prompt and effective response on the part of the General 
Assembly. This response should be consistent with the determination 
expressed by the peoples of the United Nations in the charter, ‘“‘to 
establish conditions under which justice and respect for the obligations 
arising from treaties and other sources of international law can be 
maintained.” 

6. CONCLUSION 


The Committee on Foreign Relations urges the Senate to give 
prompt approval to Senate Concurrent Resolution 35. 


acueeuse sence. 
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ANNEX A 


RESOLUTION 1132 (XI) oF THE GENERAL ASSEMBLY OF THE UNITED 
NATIONS 

The General Assembly, 

RECALLING its previous resolutions on the Hungarian problem, 

REAFFIRMING the objectives contained oe “and the continuing 
concern of the United Nations in this matte 

HAVING RECEIVED the report of the SocretetylGeidbel of 5 January 
1957.! 

DestrING to ensure that the General Assembly and all Member 
States shall be in possession of the fullest and best available informa- 
tion regarding the situation created by the intervention of the Union 
of Soviet Socialist Republics, through its use of armed force and other 
means, in the internal affairs of Hungary, as well as regarding develop- 
ments relating to the recommendations of the General Assembly on 
this subject, 

EstaBLisHEs, for the above-mentioned purposes, a Special Com- 
mittee, composed of representatives of Australia, Ceylon, Denmark, 
Tunisia and Uruguay, to investigate, and to establish and maintain 
direct observation in Hungary and elsewhere, taking testimony, col- 
lecting evidence and receiving information, as appropriate, in order 
to report its findings to the General Assembly at its eleventh session, 
and thereafter from time to time to prepare additional reports for the 
information of Member States and of the General Assembly if it 
is in session; 

CaLLs UPON the Union of Soviet Socialist Republics and Hungary 
to cooperate in every way with the Committee and, in particular, to 
permit the Committee and its staff to enter the territory of Hungary 
and to travel freely therein; 

Requests all Member States to assist the Committee in any way 
appropriate in its task, making available to it relevant information, 
including testimony and evidence, which Members may possess, and 
assisting it in securing such information; 

4. Invires the Sec ‘retary-General to render the Committee all 
appropriate assistance and facilities; 

5. Cantus upon all Member States promptly to give effect to the 
present and previous resolutions of the General Assembly on the 
Hungarian problem; 

6. Rearrirnms its request that the Secretary-General continue to 
take any initiative that he deems helpful in relation to the Hungarian 
problem, in conformity with the principles of the Charter of the 
United Nations and the resolutions of the General Assembly. 

636th plenary meeting, January 10, 1957. 


1 Official Records of the General Assembly, Eleventh Session, annexes, Agenda item 67, document A/3485. 
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Annex B 


Resouvution 1119 (XI) or roe Generat AsseMBLY OF THE UNITED 
NATIONS 


ARRANGEMENTS FOR FUTURE MEETINGS OF THE ELEVENTH SESSION OF 
THE GENERAL ASSEMBLY 


The General Assembly, 

Recalling resolution 1109 (XI) of February 15, 1957 concerning the 
progress of the work of the eleventh session and the closing date of 
the session, 

Having completed consideration of all the items on its agenda with 
the exception of items 66 and 67, 

Decides, in accordance with rule 6 of the rules of procedure to 
adjourn its eleventh session temporarily and to authorize the President 
of the General Assemly, in consultation with the Secretary -General 
and with the Member States the representatives of which are serving 
on the General Committee during the session, to reconvene the General 
Assembly as necessary in order to consider further items 66 or 67, 

668th Plenary Meeting March 8, 1957, 





“ANNEX C 


“Conciusions From THE Report oF THE SpeciIAL UNitEeED Nations 
COMMITTEE ON THE PROBLEM oF HUNGARY 


“CHAPTER XVII 
““CONCLUSIONS 


“784. The terms of reference of the Special Committee covered a 
broad field, namely to report to the General Assembly of the United 
Nations after full and objective investigation, its findings on all aspects 
of the question of Soviet intervention in Hungary by armed force and 
by other means and the effects of such intervention on the political 
development of Hungary. The Committee’s investigation, as has 
been explained, involved the study of copious documentation from 
various sources and in several languages, as well as the questioning of 
more than a hundred witnesses, whose testimony fills 2,000 pages in 
the verbatim record. The Committee regrets that the attitude of the 
Hungarian Government has prevented it from basing its investigation 
on direct observation in Hungary, as required by the General Assembly 
resolution. 

“785. The Committee’s findings relate to many aspects of the events 
in Hungary and are concerned with numerous points of detail that 
have a bearing on the origin and nature of those events. The report 
itself embodies the conclusions of the Committee, and these conclu- 
sions cannot be readily dissociated from the evidence which is there 
assembled. A summary of the Committee’s findings on individual 
aspects of the situation in Hungary has been appended to certain of 
the chapters. It would, however, seem appropriate at this stage to 
summarize a number of conclusions drawn by the Committee from 
its study of the evidence as a whole. To'the best of the Committee’s 
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belief, these conclusions represent the essential facts about the 
Hungarian uprising which are necessary to an understanding of its 
nature and outcome. They are as follows: 


“(i) What took place in Hungary in October and November 
1956 was a spontaneous national uprising, due to long-standing 
grievances which had caused resentment among the people. 
One of these grievances was the inferior status of Teoeers with 
regard to the U.S. S. R.; the system of Government was in part 
maintained by the weapon of terror, wielded by the AVH or 
political police, whose influence was exercised at least until the 
end of 1955, through a complex network of agents and informers 
permeating the whole of Hungarian society. In other respects 
also, Soviet pressure was resented. From the stifling of free 
speech to the adoption of a Soviet-style uniform for the Hungarian 
army, an alien influence existed in all walks of life. Hungarians 
felt no personal animosity toward the individual Soviet soldiers 
on Hungarian soil, but these armed forces were symbols of 
something which annoyed a proud people and fed the desire 
to be free; 

(ii) The thesis that the uprising was fomented by reactionary 
circles in Hungary and that it drew its strength from such circles 
and from Western “Imperialists” failed to survive the Com- 
mittee’s examination. From start to finish, the uprising was 
led by students, workers, soldiers, and intellectuals, many of 
whom were Communists or former Communists. The majority 
of political demands put forward during the revolution included a 
stipulation that democratic socialism should be the basis of the 
Hungarian political structure and that such social achievements 
as the land reform should be safeguarded. At no time was any 
proposal made for the return to power, or to the Government, of 
any figure associated with prewar days. “Fascists” and “sab- 
oteurs”’, heavily armed, could not have succeeded in landing on 
Hungarian airfields which were under Soviet supervision, or in 
crossing the Austrian frontier, where a closed zone was shown by 
the Austrian authorities to the military attachés of France, the 
United Kingdom, the United States of America and the U.S. 5S. R.; 

“(ii) The uprising was not planned in advance. It was the 
universal testimony of witnesses examined'by the Committee that 
events took participants by surprise. No single explanation can 
determine exactly why the outbreak occurred just when it did. 
Communist spokesmen, including Mr. Kfdfr and the members 
of his present Government, have recognized the bitter grievances 
of the Hungarian people before October 23. They have spoken 
of a “broad, popular movement” caused by the “bitterness and 
indignation” of the masses. Two factors would seem to have 
brought this resentment to a head. The first of these was the 
news received on October 19, of a successful move by Poland for 
greater independence from the U.S.S.R. This news was largely 
instrumental in bringing the Hungarian students together in the 
meetings of October 22. The second factor was the acute dis- 
appointment felt by the people when Erné GerG, First Secretary 
of the Central Committee of the Hungarian Workers’ (Com- 
munist) Party, in his speech on the evening of October 23, failed 
to meet any of the popular demands and adopted what was 
considered a truculent tone toward his hearers; 
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“(iv) Although no evidence exists of advance planning, and 
although the whole course of the uprising bears the hallmark of 
continuous improvisation, it would appear that the Soviet au- 
thorities had taken steps as early as October 20, to make armed 
intervention in Hungary possible. Evidence exists of troop 
movements, or projected troop movements, from that date on. 
It would appear that plans for action had therefore been laid 
some time before the students met to discuss their demands. 
The Committee is not in a position to say whether the Soviet 
authorities anticipated that the grievances of the Hungarian 
people, stimulated by events in Poland, could no longer be 
contained. Signs of opposition were evident before the 23d; the 
Hungarian Government had reason to foresee that trouble was 
brewing. While the evidence shows that Soviet troops from 
outside Hungary were used even in the first intervention, no 
clause of the Warsaw Treaty provides for intervention by armed 
forces of the Soviet Union to dictate political developments 
within any signatory’s frontiers; 

“(v) The demonstrations on October 23 were at first entirely 
peaceable. None of the demonstrators appears to have carried 
arms, and no evidence has been discovered that any of those who 
voiced the political demands or joined the demonstrators had 
any intention to resort to force. While disappointed at Mr. 
Ger6’s speech may have angered the crowds, it would hardly of 
itself have sufficed to turn the demonstration into an armed 
uprising. That this happened was due to the action of the AVH 
in opening fire on the people outside the radio building. Within 
a few hours Soviet tanks were in action against the Hungarians. 
This appearance of Russian soldiers in their midst, not as friendly 
allies, but as enemies in combat, had the effect of still further 
uniting the people; 

“(vi) Obscurity surrounds the invitation alleged to have been 
issued by the Hungarian Government to the Soviet authorities 
to assist in quelling the uprising by force. Mr. Nagy has denied, 
with every appearance of truth, that he issued this invitation or 
was even aware of it. Since Soviet tanks appeared on the streets 
of Budapest at about 2 a. m. on October 24, it would have been 
impossible for him to have addressed any official message to the 
Soviet authorities, since he held no Government post at the time 
when the tanks must have received their orders. An invitation 
may have been made privately by Mr. Gerd, First Secretary of 
the Central Committee of the Communist Party, or Mr. Hegediis, 
the Prime Minister. The Committee, however, has had no oppor- 
tunity of seeing a text of such an invitation, or of considering the 
exact circumstances in which it may have been issued. Until 
further information comes to light, it would be wise to suspend 
judgment as to whether such an invitation was issued at all. 

Similar considerations apply to the invitation which is alleged 
to have been addressed to the Soviet authorities before the second 
intervention on November 4. Mr. KAdar had remained a member 
of Mr. Nagy’s Government when the latter was reconstituted on 
November 3 and the Committee is unaware of his having given 
any recorded indication of his disapproval of Mr. Nagy’s polici ies. 
Mr. KAda4r’s movements at this time are not fully known, and he 
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cannot be considered to have substantiated his own claim to have 

called, in the name of the Government for Soviet help. In any 
event, there is abundant evidence that Soviet preparations for a 
further intervention, including the movement of troops and 
armour from abroad, had been under way since the last days of 
October. Mr. Kadar and his Ministers were absent from Buda- 
pest during the first few days after he formed his Government, 
and administrative instructions to the people of Hungary were 
issued by the commanders of the Soviet troops; 

“(vii) When Mr. Nagy became Prime Minister, he was not at 
first able to exercise the full powers of that office. Only when the 
grip of the AVH was loosened by the victory of the insurgents 
was he able to take an independent stand. By this time, the 
real power in Hungary lay with the Revolutionary and Workers’ 
Councils, which had sprung up spontaneously in different parts 
of the country and had replaced the collapsing structure of the 
Communist Party. Mr. Nagy, though himself a Communist of 
long standing who had lived for many years in the U.S. S. R., 
invited non-Communists into his new Government, and listened 
to the demands of various Revolutionary and Workers’ Councils. 
It would appear that Mr. Nagy himself, like the country at large, 
was somewhat taken aback by the pace of developments. How- 
ever, seeing that his countrymen were united in their desire for 
other forms of Government and the departure of Soviet troops, 
he threw in his lot with the insurgents. By this action, he 
obliterated the impression which he had created while still under 
the domination of the AVH, and he became a symbolic figure in 
the uprising, although he had not instigated it, and was never its 
actual leader; 

“(viii) The few days of freedom enjoyed by the Hungarian 
people provided abundant evidence of the popular nature of the 
uprising. <A free press and radio came to life all over Hungary, 
and the disbanding of the AVH was the signal for general re- 
joicing, which revealed the degree of unity achieved by the 
people, once the burden of fear had been lifted from them; 

‘“‘(ix) There were a number of lynchings and beatings by the 
crowds. ‘These were, in almost all cases, confined to members 
of the AVH or those who were believed to have cooperated with 
them; 

“(x) Steps were taken by the Workers’ Councils during this 
period to give the workers real control of nationalized industrial 
undertakings and to abolish unpopular institutions, such as the 
production norms. These were widely resented as being unfair 
to workers and also a reflection of popularly suspected secret 
trade agreements with the U.S. S. R., which were said to make 
heavy demands on the Hungarian economy for the benefit of 
the Soviet Union. During the days of freedom, while negotia- 
tions continued with the Soviet authorities for the withdrawal of 
Russian troops, attempts were made to clear up the streets of 
Budapest and life was beginning to return to normal. The 
insurgents had agreed to amalgamate, while maintaining their 
identity, in a National Guard, which would have been responsible, 
with the Army and police, for maintaining order; 
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*‘(xi) In contrast to the demands for the re-establishment of 
political rights put forward during the uprising, is the fact that 
basic human rights of the Hungarian people were violated by the 
Hungarian Governments prior to October 23, especially up to the 
autumn of 1955. and that such violations have been resumed since 
November 4. The Committee is convinced that the numerous 
accounts of inhuman treatment and torture by the AVH are to 
be accepted as true. On the evidence, it is also convinced that 
numbers of Hungarians, including some women, were deported 
to the Soviet Union and that some may not have been returned 
to their homes. These deportations were designed to break the 
back of the revolution. Action taken by the Hungarian people 
in their spontaneous uprising succeeded in ridding them for a 
few days of the apparatus of police terror. This democratic 
achievement of a united people was indeed, threatened by a form 
of ‘counterrevolution’ and it was to this that it succumbed. 
However, the ‘counterrevolution’ consisted in the setting up by 
Soviet armed forces of Mr, Kfdar and his colleagues in opposi- 
tion to a Government which enjoyed the overwhelming support 
of the people of Hungary; 

“(xii) Following the second Soviet intervention on Novem- 
ber 4, there has been no evidence of popular support for Mr. 
Kadar’s Government. Mr. KAda4r has successively abandoned 
most of the points from the revolutionary programme which he 
had at first promised to the Hungarian people. On the central 
question of the withdrawal of Soviet troops, he has moved from 
complete acceptance of the nation’s wishes to a refusal to discuss 
the subject in present circumstances. Against the workers, he 
has proceeded step by step to destroy their power and that of the 
Workers’ Councils. Capital punishment is applicable to strike 
activities. The processes of justice have been distorted by the 
institution of special police and special courts and by the ignoring 
of the rights of the accused. The Social Democratic Party has 
again been forcibly liquidated. General elections have been 
postponed for 2 years. Writers and intellectuals are subjected 
to repressive measures. The Hungarian workers have shown no 
sign of support for Mr. Kadar’s Government or for the prospect 
of continuous Soviet occupation. Only a small fraction of the 
190,000 Hungarians, mostly young people, who fled the country 
have accepted his invitation toreturn. The peasants have reason 
to be grateful to Mr. Nagy for his attitude towards collectiviza- 
tion of agriculture and forced deliveries of farm produce; 

(xiii) In the light of the extent of foreign intervention, con- 
sideration of the Hungarian question by the United Nations was 
legally proper and, moreover, it was requested by a legal Govern- 
ment of Hungary. In the matter of human rights, Hungary has 
accepted specific international obligations in the Treaty of Peace. 
Accordingly, the Committee does not regard objections based on 
Paragraph 7 of Article 2 of the Charter as having validity in the 
present case. A massive armed intervention by one Power on 
the territory of another, with the avowed intention of interfering 
with the internal affairs of the country must, by the Soviet’s own 
definition of aggression, be a matter of international concern.” 
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Annex D 
Excerpts From tHe Treaty or Peace Witn Hunaary, 1947 


“The Union of Soviet Socialist Republics, the United Kingdom 
of Great Britain and Northern Ireland, the United States of America, 
Australia, the Byelorussian Soviet Socialist Republic, Canada, 
Czechoslovakia, India, New Zealand, the Ukrainian Soviet Socialist 
Republic, the Union of South Africa, and the People’s Federal 
Republic of Yugoslavia, as the States which are at war with Hunga 
and actively waged war against the European enemy States with 
substantial military forces, hereinafter referred to as ‘the Allied and 
Associated Powers,’ of the one part, and Hungary, of the other part; 

“Whereas Hungary, havin iaetis an ally of Hitlerite Germany 
and having participated on her side in the war against the Union 
of Soviet Socialist Republics, the United Kingdom, the United States 
of America and other United Nations, bears her share of responsi- 
bility for this war; 

“Whereas, however, Hungary on December 28, 1944, broke off 
relations with Germany, declared war on Germany and on January 
20, 1945, concluded an Armistice with the Governments of the Union 
of Soviet Socialist Republics, the United Kingdom and the United 
States of America, acting on behalf of all the United Nations which 
were at war with Hungary; and 

“Whereas the Allied and Associated Powers and Hungary are 
desirous of concluding a treaty of peace, which, conforming to the 
principles of justice, will settle questions still outstanding as a result 
of the events hereinbefore recited and form the basis of friendly 
relations between them, thereby enabling the Allied and Associated 
Powers to support Hungary’s application to become a member of the 
United Nations and also to adhere to any Convention concluded 
under the auspices of the United Nations; 

“Have therefore agreed to declare the cessation of the state of war 
and for this purpose to conclude the present Treaty of Peace, and have 
accordingly appointed the undersigned Plenipotentiaries who, after 
presentation of their full powers, found in good and due form, have 
agreed on the following provisions: * * * 


“PART II 
“PoLiITICAL CLAUSES 
“SECTION 1 
“ARTICLE 2 


“1. Hungary shall take all measures necessary to secure to all 
persons under Hungarian jurisdiction, without distinction as to race, 
sex, language or pelibion, the enjoyment of human rights and of the 
fundamental freedoms, including freedom of expression, of press and 
publication, of religious worship, of political opinion and of public 
meeting. 

“9. Hungary further undertakes that the laws in force in Hungary 
shall not, either in the content or in their application, discriminate or 
entail any discrimination between persons of Hungarian nationalit 
on the ground of their race, sex, language or religion, whether in ref- 
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erence to their persons, property, business, professional or financial 
interests, status, political or civil rights or any other matter, 


ARTICLE 3 


“Hungary, which in accordance with the Armistice Agreement has 
taken measures to set free, irrespective of citizenship and nationality, 
all persons held in confinement on account of their activities in favour 
of, or because of their sympathies with, the United Nations or because 
of their racial origin, and to repeal discriminatory legislation and 
restrictions imposed thereunder, shall complete these measures and 
shall in future not take any measures or enact any laws which would 
be incompatible with the purposes set forth in this Article. 

* * * * * * * 


PART IV 
WITHDRAWAL OF ALLIED FORCES 
ARTICLE 22 


“1. Upon the coming into force of the present Treaty, all Allied 
forces shall, within a period of 90 days, be withdrawn from Hungary, 
subject to the right of the Soviet Union to keep on Hungarian terri- 
tory such armed forces as it may need for the maintenance of the lines 
of communication of the Soviet Army with the Soviet zone of occupa- 
tion in Austria. 

“2. All unused Hungarian currency and all Hungarian goods in 
possession of the Allied forces in Hungary, acquired pursuant to 
Article 11 of the Armistice Agreement, shall be returned to the 
Hungarian Government within the same period of 90 days. 

“3. Hungary shall, however, make available such maintenance and 
facilities as may specifically be required for the maintenance of the 
lines of communication with the Soviet zone of occupation in Austria, 
for which due compensation will be made to the Hungarian Govern- 
ment. 

cS * * * * * * 


“In faith whereof the undersigned Plenipotentiaries have signed the 
present Treaty and have affixed thereto their seals. 
“Done in the city of Paris in the Russian, English, French, and 
Hungarian languages this tenth day of February, One Thousand Nine 


Hundred Forty-Seven.” 


ANNEX E 


DEPARTMENT OF STATE, 
Washington, June 25, 1957. 
Hon. THreopore Francis GREEN, 
Chairman, Foreign Relations Committee, 
United States Senate. 

Dear SENATOR GREEN: Reference is made to Senate Concurrent 
Resolution 35 introduced by Senators Knowland and Douglas on 
June 21, 1957, and to the oral request of the staff of the Committee on 
Foreign Relations for the comments of the Department of State on the 
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resolution. The concurrent resolution, after preambular paragraphs 
referring to previous action by the General Assembly of the United 
Nations on the situation in Hungary and certain findings of the Special 
Committee on the Problem of Hungary, would express as the sense of 
the Congress ‘‘that the United States Government instruct the United 
States delegation to the General Assembly of the United Nations to 
take urgent steps to recommend the reconvening of the General 
Assembly at this time to consider further the problem of Hungary in 
the light of the report of the United Nations Special Committee on the 
Problem of Hungary.” 

The report of the Special Committee was made public on June 20. 
The United States Representative to the United Nations, Ambassador 
Henry Cabot Lodge, immediately announced his intention to call a 
meeting of representatives of the 24 nations which cosponsored the 
resolution of January 10 establishing the Special Committee, and 
expressed the hope that the meeting would reach decisions ‘“‘as to the 
most effective future steps.”” The Department of State also issued a 
statement emphasizing that thorough consideration was being given 
to the Committee’s report and observing that “obviously the cospon- 
sors of the resolution establishing the Committee will wish to consult 
as soon as possible to determine the most effective way of dealing with 
the Committee’s report, and of seeking all practical redress of the 
wrong that has been committed, in violation of the principles of the 
United Nations and of the elemental requirements of humanity.”’ 

The meeting of the 24 cosponsors has now been set for Wednesday 
afternoon, June 26. Meantime consultations are underway with 
interested governments here and in New York to determine how best 
to deal with the Committee’s report. At the Wednesday meeting one 
of the first subjects considered will be the question whether the best 
way of advancing the objectives of the United Nations in regard to 
the situation in Hungary will be to reconvene the General Assembly 
to consider the Committee’s report. At this meeting the United 
States Government, through Ambassador Lodge, will make clear it 
favors reconvening the General Assembly at an early date to consider 
the Committee’s report subject to the development of sufficient 
support for such action. Of course it is not now possible to predict 
the outcome of our present consultations or of the meeting on June 26. 
In any event, however, the report of the Special Committee will be 
discussed, either at a reconvened session of the General Assembly, or 
at its 12th regular session, scheduled to meet in New York Sep- 
tember 17. 

In these circumstances, the Department of State perceives no 
objection to the adoption of the concurrent resolution. 

Sincerely yours, 
Ropert C. Hitt, 
Assistant Secretary 
(For the Secretary of State). 
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CONTROL AND REDUCTION OF ARMAMENTS 


JuNE 25, 1957.—Ordered to be printed 


Filed, under authority of the order of the Senate of June 24 (legislative day 
June 21), 1957 


Mr. Green, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany S. Res. 151] 


The Committee on Foreign Relations, having had under considera- 
tion the matter of the continuation of the Subcommittee on Dis- 
armament, created pursuant to Senate Resolution 93, as amended, 
report an original resolution, Senate Resolution 151, to continue 
the subcommittee, and recommend that it do pass. 

The Subcommittee on Disarmament has been engaged in an ex- 
tensive study into the question of control and reduction of arma- 
ments. The subcommittee has held 16 days of hearings, has issued 
several staff studies on various aspects of the disarmament problem, 
and has engaged in correspondence with many privaté citizens and 
organizations. 

This subcommittee was created by Senate Resolution 93 of the 
84th Congress, agreed to July 25, 1955. It has subsequently been 
extended on three occasions, and is now scheduled to expire June 30, 
1957. 

As provided in the resolution which created it, the subcommittee 
consists of 6 Senators from the Foreign Relations Committee, 4 
Senators from the Armed Services Committee, and 2 Senators from 
the Joint Committee on Atomic Energy. 

The present members are Senator Humphrey, chairman, and 
Senators Byrd, Sparkman, Pastore, Symington, Long, Bridges, Wiley, 
Hickenlooper, Saltonstall, Knowland, and Bricker. 

On June 25, 1957, the Committee on Foreign Relations considered 
the need of the continuation of the subcommittee and concluded that 
the subcommittee should be extended to August 31, 1957. Senate 
Resolution 151 provides such an extension as well as $10,000 to meet 
the subcommittee’s expenses during the ensuing 2 months. 

In view of the pressure of time, the committee recommends urgent 
Senate approval of the resolution. 


86006 O 














Calendar No. 534 


85TH CONGRESS } SENATE | Report 
1st Session No. 525 





ST. LAWRENCE SEAWAY DEVELOPMENT CORPORATION 


June 25, 1957.—Ordered to be printed 


Filed, under authority of the order of the Senate of June 24 (legislative day 
June 21), 1957 


Mr. Green, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany 8. 1174] 


The Committee on Foreign Relations, to whom was referred the 
bill, S. 1174, to clarify the general powers, increase the borrowing au- 
thority, and authorize the deferment of interest payments on borrow- 
ings, of the St. Lawrence Seaway Development Corporation, reports 
the bill favorably with an amendment in the nature of a substitute 
and recommends that as amended it do pass. 


1. MAIN PURPOSE OF THE BILL 


The main purpose of the bill is to make possible the completion of 
the St. Lawrence seaway. ‘To this end, the bill increases the borrow- 
ing authority of the Seaway Development Corporation from $105 
milion to $140 million and authorizes the deferment of interest, 


2. WHAT THE BILL DOES 


The bill amends the act creating the St. Lawrence Seaway Develop- 
ment Corporation (Public Law 358, 83d Cong.) in these respects: 

1. The powers of the corporation are expanded to include the provi- 
sion of services and facilities necessary in the operation and mainte- 
nance of the seaway, and the ownership and operation of a toll bridge 
company in conjunction with the St. Lawrence Seaway Authority 
of Canada or its designee. Revenues from the toll bridge operation 
are earmarked for paying the costs of that operation; other revenues 
are to be available for paying any obligation of the Corporation, 

2. The Corporation’s authority to borrow from the Treasury is 
increased from a total of $105 million to $140 million, and the maxi- 
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mum amount that can be borrowed in any one year is increased from 
40 to 50 percent of this total. 

3. The Secretary of the Treasury is authorized to defer interest on 
the Corporation’s bonds, and such deferred interest is not to be 
charged against the debt limitation of $140 million. Deferred interest 
is to be compounded after June 30, 1960. 

4. The Corporation is required to report to the Senate Foreign 
Relations and House Public Works Committees whenever there is a 
modification of plans involving an increase or decrease in cost of more 
then $1 million. 


8. BACKGROUND AND COMMITTEE ACTION 


The St. Lawrence seaway was authorized in 1954 by Public Law 
358 of the 83d Congress, which created the St. Lawrence Seaway 
Development Corporation to construct the American portion of the 
seaway and to operate the seaway in conjunction with its Canadian 
counterpart. As work progressed, it became apparent that $105 mil- 
lion would be insufficient to cover the American share of the costs 
and also that it would be desirable to give the Corporation explicit 
powers to operate certain auxiliary services in connection with the 
seaway. 

Legislation to accomplish this purpose was requested February 8 in 
a letter from the Secretary of the Army to the Vice President, and 
S. 1174 was introduced February 11 by Senator Wiley for himself and 
Senator Green. 

On June 19, the Foreign Relations Committee heard, in public ses- 
sion, the testimony of Lewis G. Castle, Administrator of the Corpora- 
tion, and Maj. Gen. C. G. Holle, special assistant to the Chief of 
Engineers, United States Army, representing the executive branch, 
and of N. R. Danielian, president of the Great Lakes-St. Lawrence 
Association and chairman of the Users Committee on St. Lawrence 
Seaway Tolls. Dr. Danielian was the only nongovernmental witness 
who asked to be heard. 

On June 25, the committee considered the bill in executive session 
and ordered it favorably reported with an amendment in the nature 
of a substitute. 

4, NEED FOR THE LEGISLATION 


The need for this legislation can be simply explained: Unless the 
bill is passed, work on the American portion of the seaway will come 
to a halt, and the $100 million which has already been committed to 
the project will be lost. 

The basic issue of American participation in the seaway was settled 
by Congress in 1954. At that time, Congress decided that such par- 
ticipation was in the national interest, both from the point of view 
of national defense and of national economic growth. Nothing has 
happened in the meantime to suggest that this decision was unsound. 

he increased costs provided for in this bill are attributable in part 
to general price increases, in part to basic planning and design changes, 
and in part to additional construction. 

The debt limit of $105 million authorized by Public Law 358 was 
made up of: 
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Ceetieustinn. cbt cnbienebets «bic ccsccmieble wi Senreciiied ooiveleeiclsao tun $88, 074, 000 
Teaanest CUP OPDETI OAL . do k.nsin dc onnenocnead dtkah apeussene 7, 927, 000 
WOrking, GADICAL. . 22. lc kve ot tcoawcdsbeeruchatstdtnecereed 8, 999, 000 

Potals 0 iu2i i aad ah ie Jes edi btewisoh wee 105, 000, 000 

The proposed limit of $140 million is derived as follows: 

Original construction cost estimates...............--. ee fake $88, 074, 000 
Less deferment of Point Rockway Canal__............-.-.------ 21, 259, 000 

Guistoted}. 23 ei. ie Sachi dc en ct dds Sek ed csdviesize 66, 815, 000 
Plus price increases__......--- kateb tah aah uid acs Akkadian en oo 19, 255, 000 
Basic planning and design changes_..................-.-------. 10, 234, 000 
PineUOlAs COMUOEE. . 3... > noc ocala wccuseen bbe eel estos 36, 696, 000 

Total comstruption(O0St!. os cu 55 5 6 bk hess Sema chk wotden 133, 000, 000 
Wodleine capil is acd t deb ds dais ende deh benenn cebasding eben 7, 000, 000 

Total (exclusive of deferred interest)_............-.------ 140, 000, 000 


Detailed explanation of these changes is included in the hearings. 
These data may be summarized here as follows: 

The Point Rockway Canal and lock have been deferred by agree- 
ment with the Canadian Government which is building duplicating 
facilities on the Canadian side of the river. 

The figure of $10,234,000 for basic planning and design changes is 
the net of increased items totaling $25,387,000 and of decreased items 
totaling $15,153,000. Some of these changes result from further 
engineering studies, and some from changed traffic conditions which 
necessitate different plans to accommodate highway traffic crossing 
the seaway. 

In the increase of $36,696,000 for additional construction, the 
largest single item is $11,970,000 for dredging in the Cornwall Island 
section. It was originally contemplated that this work would be 
done in connection with the power project, which is being built by 
New York and Ontario, but it was subsequently agreed among the 
seaway and power entities that it was properly cacaaahihe to the 
seaway. Other added construction items include additional facilities 
at the Long Sault Canal and. locks and such general purpose facilities 
as Maintenance equipment and shops and navigational aids. 

The largest portion of the increased costs is accounted for by 
substantial changes in plans. The bill requires that future changes 
be reported to the Senate Foreign Relations and House Public Works 
Committees if they result in either increased or decreased costs of 
more than $1 million. The reports are also required to include 
justification for the changes. 

As has been pointed out, the bill also provides that with the approval 
of the Secretary of the Treasury, interest on the Corporation’s bonds, 
all of which are held by the Treasury, may be deferred. If this were 
not provided, then the total borrowing authority would have to be 
increased by an additional $10 million. 

It is the principal intent of this provision to defer interest during 
the period of construction. The bill is so written, however, that 
interest may be deferred at anytime, with the approval of the Secre- 
tary of the Treasury. This will make it possible, for example, to defer 
interest during the first few years of operation, if that should prove 
desirable. It is expected that traffic will not reach the 50-million-ton 
level until 1965 or 1970 and that during the early years the seaway 
may operate at a loss. 
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The interest which is deferred will accumulate as an obligation of the 
Corporation, and it will be compounded beginning June 30, 1960, 
On this point, the bill provides that the Corporation will be charged 
interest on any deferred interest which has not been repaid by June 30, 
1960. It will likewise be charged interest on any interest which may 
be deferred after that date. 

The changes made by the bill in the powers of the Seaway Corpo- 
ration are relatively minor. To some degree, these new powers are 
implied by existing law, but it is desirable to make them explicit. 
They have to do with auxiliary facilities or services desirable in con- 
nection with operation and maintenance of the seaway. Examples 
are the acquisition and operation of a presently existing highway toll 
bridge across the St. Lawrence River, provision of pilotage, tug, and 
salvage services to vessels using the seaway, and the provision of over- 
look stations and concession areas for visitors. to the seaway. It is 
specifically provided that services to visitors may not include over- 
night housing accommodations. 


5. CONCLUSION 


The committee is as confident today as it was in 1953 when it 
reported the original authorizing legislation that the St. Lawrence 
seaway is an economically sound project, and that it will result in 
economic benefits not only to the area immediately concerned but 
also to the entire country. The committee is equally confident that 
the seaway is of importance to the national defense. 

The committee rejects today, as it rejected in 1953, the claim that 
the seaway will be to the economic disadvantage of rail or other trans- 
portation routes, or to the disadvantage of Atlantic coast ports. In 
a dynamic, expanding economy, such as exists in the United States, 
increasing demand for transportation and other services necessitates 
increased basic facilities, and these new facilities take care of new 
demand; they do not displace existing facilities. 

The American portion of the seaway is now about 40 percent com- 
plete. Under the present $105 million limit, it could be made about 
60 percent complete. But, if it is to be usable at all, it must be 100 
percent complete because half a seaway is just as useless as no seaway 
at all. 

With the additional authority provided by S. 1174, the seaway can 
go into service in the navigation season of 1959, beginning in April. 
Otherwise, it will not go into service at all, because $101 million of 
the existing $105 million borrowing authority has been already com- 
mitted. 

The committee therefore urges the Senate to take prompt and 
favorable action on S. 1174 so that there may be no interruption in 
the work. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 
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[Pustic Law 358—83p Conaress] 
[CHAapteR 201—2p Szsston] 


8. 2150 


AN ACT Providing for creation of the Saint Lawrence Seaway Development 
Corporation to construct part of the Saint Lawrence Seaway in United States 
territory in the interest of national security; authorizing the Corporation to 
consummate certain arrangements with the Saint Lawrence Seaway Authority 
of Canada relative to construction and operation of the seaway; empowering 
the Corporation to finance the United States share of the seaway cost on a 
self-liquidating basis; to establish cooperation with Canada in the control and 
operation of the Saint Lawrence Seaway; to authorize negotiations with Canada 
of an agreement on tolls; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


CREATION OF CORPORATION 


Section 1. There is hereby created, subject to the direction and 
supervision of the President, or the head of such agency as he may 
designate, a body corporate to be known as the Saint Lawrence Sea- 
way Development Corporation (hereinafter referred to as the ‘‘Cor- 
poration’’). 

MANAGEMENT OF CORPORATION 


Src. 2. (a) The management of the Corporation shall be vested in 
an Administrator who shall be appointed by the President, by and 
with the advice and consent of the Senate, and who shall receive 
compensation at the rate of $17,500 per annum. 

(b) To assist the Administrator in the execution of the functions 
vested in the Corporation there shall be a Deputy Administrator who 
shall be appointed by the President, by and with the advice and 
consent of the Senate, and who shall receive compensation at the rate 
of $16,000 perannum. The Deputy Administrator shall perform such 
duties as the Administrator may from time to time designate, and shall 
be acting Administrator and perform the functions of the Admin- 
istrator during the absence or disability of the Administrator or in 
the event of a vacancy in the Office of the Administrator. 

(c) There is hereby established the Advisory Board of the Saint 
Lawrence Seaway Development Corporation, which shall be com- 
posed of five members appointed by the President, by and with the 
advice and consent of the Senate, not more than three of whom shall 
belong to the same political party. The Advisory Board shall meet 
at the call of the Administrator, who shall require it to meet not less 
often than once each ninety days; shall review the general policies of 
the Corporation, including its policies in connection with design and 
construction of facilities and the establishment of rules of measure- 
ment for vessels and cargo and rates of charges or tolls; and shall 
advise the Administrator with respect thereto. Members of the 
Advisory Board shall receive for their services as members com- 
pensation of not to exceed $50 per diem when actually engaged in the 
performance of their duties, together with their necessary traveling 
expenses while going to and coming from meetings. 
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FUNCTIONS OF CORPORATION 


Sxc. 3. (a) The Corporation is authorized and directed to construct, 
in United States territory, deep-water navigation works substantially 
in accordance with the ‘‘Controlled single stage project, 238-242” (with 
a controlling depth of twenty-seven feet in channels and canals and 
locks at least eight hundred feet long, eighty feet wide, and thirty feet 
over the sills), di signated as ‘“‘works solely for navigation” in the joint 
report dated January 3, 1941, of the Canadian Temporary Great 
Lakes-Saint Lawrence Basin Committee and the United States Saint 
Lawrence Advisory Committee, in the International Rapids section of 
the Saint Lawrence River together with necessary dredging in the 
Thousand Islands section; and to operate and maintain such works in 
coordination with the Saint Lawrence Seaway Authority of Canada, 
created by chapter 24 of the acts of the fifth session of the Twenty- 
first Parliament of Canada 15-16, George VI (assented to December 
21, 1951): Provided, That the Corporation shall not proceed with the 
aforesaid construction unless and until— 

(1) the Saint Lawrence Seaway Authority of Canada provides 
assurances satisfactory to the Corporation that it will complete 
the Canadian portions of the navigation works authorized by 
section 10, chapter 24 of the acts of the fifth session of the Twenty 
first Parliament of Canada 15-16, George VI, 1951, as nearly as 

ossible concurrently with the completion of the works authorized 
y this section; 

(2) the Corporation has received assurances satisfactory to it 
that the State of New York, or an entity duly designated by it, 
or other licensee of the Federal Power Commission, in conjunction 
with an appropriate agency in Canada, as nearly as possible 
concurrently with the navigation works herein authorized, will 
construct and complete the dams and power works approved by 
the International Joint Commission in its order of October 29, 
1952 (docket 68) or any amendment or modification thereof. 

(b) The Corporation shall make necessary arrangements to assure 
the coordination of its activities with those of the Saint Lawrence 
Seaway Authority of Canada and the entity designated by the State 
of New York, or other licensee of the Federal Power Commission, 
authorized to construct and operate the dams and power works author- 
ized by the International Joint Commission in its order of October 
29, 1952 (docket 68) or any amendment or modification thereof. 


CORPORATE POWERS 


Src. 4. (a) For the purpose of carrying out its functions under this 
joint resolution the Corporation— 

(1) shall have succession in its corporate name; 

(2) may adopt and use a corporate seal, which shall be judi- 
cially noticed; 

(3) may sue and be sued in its corporate name; 

(4) may adopt, amend, and repeal bylaws, rules, and regula- 
tions governing the manner in which its business may be con- 
ducted and the powers vested in it may be exercised; 

(5) may make and carry out such contracts or agreements as 
are necessary or advisable in the conduct of its business; 
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(6) shall be held to be an inhabitant and resident of the north- 
ern judicial district of New York within the meaning of the laws 
of the United States relating to venue of civil suits; 

(7) may appoint and fix the compensation, in accordance with 
the provisions of the Classification Act of 1949, of such officers, 
attorneys, and employees as may be necessary for the conduct of 
its business, define their authority ard duties, delegate to them 
such of the powers vested in the Corporation as the Administrator 
may determine, require bonds of such of them as the Adminis- 
trator may designate, and fix the penalties and pay the premiums 
on such bonds; 

(8) may acquire, by purchase, lease, condemnation, or dona- 
tion such real and personal property and any interest therein, 
and may sell, lease, or otherwise dispose of such real and personal 
property, as the Administrator deems necessary for the conduct 
of its business; [and] 

(9) shall determine the character of and the necessity for its 
obligations and expenditures, and the manner in which they shall 
be incurred, allowed and paid, subject to provisions of law specif- 
ically applicable to Government corporations[..]; 

(10) may provide services and facilities necessary in the mainte- 
nance and operation of the seaway, including but not limited to 
providing, at reasonable prices, services to vessels using the seaway 
and to visitors to the seaway, but not to include overnight housing 
accommodations for visitors; 

(11) may participate with the Saint Lawrence Seaway Authorit 
of Canada, or its designee, in the ownership and operation of a to 
bridge company: Provided, That the United States’ portion of the 
revenue from the tolls charged to the users of any toll bridge operated 
under this section shall be applied solely to the cost of the bridge and 
approaches, including maintenance and operation, amortization of 
principal and interest, as established by the Secretary of the Treasury; 
and 

(12) shall be credited with amounts received from any of the activ- 
ities authorized by clauses (10) and (11). 

(6) Amounts credited under subsection (a) (12) are available to pay 
any obligation or expense of the Corporation under this Act, except as 
specifically provided in subsection (a) (11).” 


FINANCING 


Sec. 5. [In order to finance its activities, the Corporation is author- 
ized and empowered to issue to the Secretary of the Treasury, from 
time to time and to have outstanding at any one time in an amount 
not exceeding $105,000,000, its revenue bonds which shall be payable 
from corporate revenues: Provided, That not to exceed 10 per centum 
of the revenue bonds herein authorized shall be issued during the 
first year after the effective date of this Act and not to exceed 40 per 
centum during any year thereafter.J To finance its activities, the 
Corporation may issue revenue bonds payable from corporate revenue to 
the Secretary of the Treasury. The total value of all bonds so issued shall 
not be greater than $140,000,000. Not more than fifty per centum of the 
bonds may be issued during any one year. The interest payments on 
such bonds may be deferred with the approval of the Secretary of the 
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Treasury, but any interest payments so deferred shall themselves bear 
interest after June 30, 1960. Deferred interest may not be charged 
against the debt limitation of $140,000,000. Such obligations shall have 
maturities agreed upon by the Corporation and the Secretary of the 
Treasury, not in excess of fifty years. Such obligationsmay beredeem- 
able at the option of the Corporation before maturity in such manner 
as may be stipulated in such obligations, but the obligations thus 
redeemed shall not be refinanced by the Corporation. Each such 
obligation shall bear interest at a rate determined by the Secretary of 
the Treasury, taking into consideration the current average rate on 
current marketable obligations of the United States of comparable 
maturities as of the last day of the month preceding the issuance of 
the obligation of the Corporation. The Secretary of the Treasury 
is authorized and directed to purchase any obligations of the Corpo- 
ration to be issued hereunder and for such purpose the Secretary of 
the Treasury is authorized to use as a public debt transaction the pro- 
ceeds from the sale of any securities issued under the Second Liberty 
Bond Act, as amended, and the purposes for which securities may be 
issued under the Second Liberty Bond Act, as amended, are extended 
to include any purchases of the Corporation’s obligations hereunder, 
* * * * * * *« 


REPORTS TO CONGRESS 


Sec. 10. (a) The Corporation shall submit to the President for 
transmission to the Congress at the beginning of each regular session 
an annual report of its operations under this Act. 

(b) The Corporation, after the effective date of this amendment, shall 
submit special reports to the Committee on Public Works of the House 
of Representatives and the Committee on Foreign Relations of the Senate 
whenever there is proposed a new feature, design, or phase of the seaway 
project, not heretofore included in estimates, or whenever there is proposed 
an abandonment of any feature, design, or phase, heretofore included in 
estimates, involving an estimated value exceeding one million dollars, and 
such special reports shall include justification for the modifications. 

x * o * * * * 


O 
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CONTRIBUTIONS TO THE INTERNATIONAL LABOR 
ORGANIZATION 


JUNE 25, 1957.—Ordered to be printed 


Filed, under authority of the order of the Senate of June 24 (legislative day, 
June 21), 1957 


Mr. Green, from the Committee on Foreign Relations, submitted the 
following 


REPORT 


[To accompany S. J. Res. 73] 


The Committee on Foreign Relations, to whom was referred the 
joint resolution (S. J. Res. 73), to amend Public Law 843, 80th 
Congress, as amended, providing for membership and participation 
by the United States in the International Labor Organization and 
authorizing appropriations therefor, reports the joint resolution 
favorably with an amendment and recommends that as amended it 
do pass. 

1. PURPOSE OF THE JOINT RESOLUTION 


The purpose of the joint resolution is to increase the ceiling on the 
United States annual contribution to the International Labor Or- 
ganization from $1,750,000 to $2,000,000. 


2. BACKGROUND AND COMMITTEE ACTION 


In a letter to the Vice President July 15, 1955, the Acting Secretary 
of State requested an increase to $3 million in the authorized contribu- 
tion to the International Labor Organization. A joint resolution pro- 
viding for increases in the United States contributions to both the 
International Labor Organization and the Food and Agriculture 
Organization was reported by the Foreign Relations Committee July 
27, 1955 (S. J. Res. 97, S. Rept. 1172, 84th Cong., Ist sess.). 

Senate Joint Resolution 97 was debated briefly in the Senate July 
30, 1955, but no action was taken with respect to it. The following 
January, the Foreign Relations Committee further considered the 
matter and reaffirmed the position it had taken the previous July. 
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On April 18 and 19, 1956, the resolution was again debated in the 
Senate and passed with two amendments: 

1. That increased contributions to the International Labor Organi- 
zation would be contingent upon International Labor Organization 
action to refuse to allow employer and employee delegates from Soviet- 
bloc countries to vote. 

2. That the percentage contribution of the United States to the 
total annual budget of the Food and Agriculture Organization could 
not exceed 31.5 percent and to the International Labor Organization 
could not exceed 25 percent. 

No action was taken on Senate Joint Resolution 97 in the House. 
However, its provisions relating to the Food and Agricultural Organi- 
zation were enacted in the Mutual Security Act of 1956. In S. 2130, 
the Mutual Security Act of 1957, which passed the Senate June 14, 
the percentage limitation on contributions to Food and Agricultural 
Organization was increased from 31.5 to 33.33. 

The increase for the International Labor Organization was again 
requested in a letter from the Secretary of State to the Vice President 
January 31. Senate Joint Resolution 73 was introduced by Senator 
Green (by request) March 12. On April 16 the committee heard 
testimony in favor of the resolution from Assistant Secretary of State 
Francis O. Wilcox and Assistant Secretary of Labor J. Ernest Wilkins. 
Other business intervened, and the committee was not able to give 
further attention to the resolution until June 18, when it heard all the 
nongovernmental witnesses who had asked to appear. These included 
representatives of the Chamber of Commerce of the United States, 
the New York Chamber of Commerce and the Commerce and Industry 
Association of New York, the American Federation of Labor and 
Congress of Industrial Organizations, and the Cooperative League of 
the U.S. A. 

On June 25, the committee considered the resolution in executive 
session and ordered it favorably reported with an amendment reducing 
the authorized figure from $3 million to $2 million. 


8. NEED FOR THE RESOLUTION 


In the time since this matter was last considered by the Senate, the 
need for action has become more urgent than ever. Unless the ceiling 
on the United States contribution to the International Labor Organi- 
zation is raised at this session of Congress, the United States will be 
$42,000 in arrears on its assessment for 1957 even after all available 
offsetting credits have been taken into account. Further, the Inter- 
national Labor Organization budget and scale of assessments for 1958 
have already been approved and call for a United States contribution 
of $214,000 in excess of the presently authorized ceiling. Both of 
these figures are on the basis of a United States contribution of 
25 percent of the total. 

The new ceiling of $2 million which the committee put in the bill, 
and which represents an increase of only $250,000, will allow United 
States assessments to be met at least through 1958 and the committee 
hopes beyond that year. 

The budget of the International Labor Organization has been 
gradually increasing over the years as the workload of the Organiza- 
tion has increased. In 1955, total International Labor Organization 
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assessments on all members were $7.0 million and in 1956, $7.4 
million. For 1957, the budget is $7.6 million, and for 1958, $7.9 
million. ‘The increase in 1958 over 1957 is almost entirely due to 
adjustments in salaries and allowances to bring the International Labor 
Organization into line with United Nations scales. For 1956, the 
United States assessment was $1.8 million, but it was possible to keep 
the net contribution within the statutory ceiling by taking advantage 
of available credits accruing from prior years. These credits are not 
sufficient to prevent a deficiency in 1957. 

One reason the International Labor Organization budget has been 
increasing is the shift in the emphasis of its work toward research, 
studies, and technical services, and away from the adoption of con- 
ventions and recommendations. In the committee’s judgment, this 
trend is a healthy one and should be encouraged. It is well worth the 
small additional cost to the United States. 

The scale of assessments for the International Labor Organization 
budget—that is, the percentage of the total which each member is 
obligated to pay—is set by the International Labor Conference itself. 
In the case of the United States the assessment has been 25 percent 
since 1951. This situation is not disturbed by Senate Joint Resolu- 
tion 73. The International Labor Organization budget is now ap- 
proaching $8 milhon, and the maximum United States contribution 
authorized by Senate Joint Resolution 73 is $2 million. 





4. UNITED STATES PARTICIPATION IN INTERNATIONAL LABOR ORGAN- 
IZATION 


The committee has given serious consideration to the question of 
United States participation in the International Labor Organization. 
This question has been raised in an acute form by certain employer 
groups in the United States, particularly the chamber of commerce 
and the National Association of Manufacturers, in the light of renewed 
participation by Soviet bloc countries. 

The International Labor Organization is unique among international 
organizations in that it has a tripartite structure. Each member 
country has 4 delegates, of whom 2 represent the government, 1 
represents employers, and 1 represents employees. In the United 
States, the employer delegate is nominated by the chamber of com- 
merce and the National Association of Manufacturers; and the 
employee delegate is nominated by the AFL-CIO. 

When the Soviet Union rejoined the International Labor Organi- 
zation in 1954 after an absence of 15 years or more, the question at 
once arose as to whether employer and employee delegates from Soviet 
bloc countries in fact represented employers and employees or whether 
they were merely additional government delegates. In view of the 
nature of Communist society, it seems obvious that Communist 
delegates in fact represent their governments regardless of whether 
they may be labeled “employer” or “employee” representatives. It 
seems equally obvious that this violates the tripartite structure of the 
International Labor Organization. 

The committee is not persuaded, however, that this in itself affords 
ground for American half-hearted participation in, or withdrawal from, 
the International Labor Organization. The problem posed by Soviet 
bloc employer and employee delegates is one of degree; and although it 
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exists in its most extreme form in connection with such delegates from 
the Soviet bloc, it is by no means confined to Communist countries. 
In some other countries, labor organizations or business groups, or 
both, are to some degree controlled or dominated by the government. 

This is a problem, or rather a series of problems, which can best 
be dealt with on a case-by-case basis rather than through attempts to 
write general rules for universal application. 

A further criticism of the International Labor Organization has been 
directed at its procedure for the adoption of any convention or recom- 
mendation as well as at the content of many of them. A principal 
point is that the International Labor Organization convention is a 
device for violating Federal-State relationships in the United States 
and possibly also the Federal Constitution. Another point is that 
many International Labor Organization conventions deal with sub- 
jects inappropriate for international action (such as standards for 
social welfare and labor legislation). Still another point is that Inter- 
national Labor Organization conventions reflect a statist or socialistic 
concept at variance with American traditions. 

The committee agrees that the International Labor Organization 
convention has been overworked. This is why it seeks to encourage 
the shift in emphasis away from conventions. But at the same time, 
the committee believes that the criticism of International Labor 
Organization conventions has also been overworked, particularly from 
the point of view of any danger which they might present to the 
national interest of the United States. 

The International Labor Organization has adopted 104 conven- 
tions, of which 7 have been ratified by the United States. Six of 
these seven relate to maritime labor, and the other one has to do with 
a procedural matter. There is no provision in the International 
Labor Organization Constitution by which the International Labor 
Organization can legislate for the United States or any other country. 
There is no way in which an International Labor Organization con- 
vention can become effective, so far as the United States is concerned, 
unless it goes through the constitutional processes of the United States. 

The basic policy question involved in Senate Joint Resolution 73 is 
whether the United States should continue to participate in the 
International Labor Organization. If that question is answered in the 
affirmative—as the committee believes it should be—then there is no 
logical alternative to favorable action on Senate Joint Resolution 73. 

In considering United States participation in the International 
Labor Organization, the following points seem to the committee to be 
controlling: 

International Labor Organization influence on American domestic 
affairs is entirely in the control of the United States. In this respect, 
therefore, participation in the Organization presents no threat to 
American interests. 

On the other hand, the International Labor Organization is in a 
position to influence to some degree the development of labor- 
management relations and labor legislation in countries in the early 
stages of industrialization. In these countries, it is in the American 
national interest that these developments be in the direction of free 
trade unions and free collective-bargaining processes. It is further in 
the American national interest that labor standards in these countries 
be as high as is feasible so as to reduce the differential in labor costs 
between other countries and the United States. 
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To the extent that these trends can be induced at all, they are more 
likely to be induced if the United States is a full participating member 
of the International Labor Organization than if it is not. 

Further, if the United States withdraws from the International 
Labor Organization, or is handicapped in its participation by falling 
in arrears in its contribution, the consequence will certainly be an 
increase in Communist influence in the Organization. 

In short, it seems perfectly clear that United States participation in 
the International Labor Organization cannot be harmful to American 
interests and can be helpful. The amount of money involved is dis- 
proportionately small in relation to the larger policy issues. 


5. CONCLUSION 


[t is significant that the witnesses who appeared before the com- 
mittee in opposition to Senate Joint Resolution 73 advocated United 
States withdrawal from the International Labor Organization. That, 
indeed, is the logical alternative to the passage of the resolution; but 
it will not be accomplished by defeat of the resolution or failure to 
act on it. Failure to pass the resolution will result in a situation in 
which the United States will be incapable of full participation in the 
International Labor Organization. 

For the reasons indicated above, the committee rejects the proposi- 
tion of withdrawal. It therefore recommends the early passage of 
Senate Joint Resolution 73 in order to meet United States obligations 
and to make possible continued full participation in the International 
Labor Organization. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the joint resolu- 
tion, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Pustic Law 843, 80TH CoNGRESS 


AN ACT To provide for acceptance by the United States of America of the 
Constitution of the International Labor Organization Instrument of Amend- 
ment, and further authorizing an appropriation for payment of the United 
States share of the expenses of membership and for expenses of participation 
by the United States, as amended by Public Law 806, 8lst Congress 

+ * * * * * * 


Sec. 2. There is hereby authorized to be appropriated annually to 
the Department of State— 

(a) such sums, not to exceed [$1,750,000] $2,000,000 per annum, 
as may be necessary for the payment by the United States of its 
share of the expenses of the Organization, as apportioned by the 
International Labor Conference in accordance with article 13 (c) of 
the constitution of the Organization * * *. 

* * * * * * * 


O 
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PROVIDING AN INTERIM EXTENSION OF THE VOLUN- 
TARY HOME MORTGAGE CREDIT PROGRAM 





June 26 (legislative day, June 21), 1957.—Ordered to be printed 


Mr. SparKman, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany S. J. Res. 115] 


The Committee on Banking and Currency, report an original joint 
resolution (S. J. Res. 115) to provide an interim extension of the 
Voluntary Home Mortgage Credit Program and recommends that the 
joint resolution do pass. 


EXPLANATORY STATEMENT 


The joint resolution would extend until August 15, 1957, the author- 
ity for the Voluntary Home Mortgage Credit Program, which facili- 
tates the flow of private funds for housing credit into remote areas 
and small communities. The authority for the program expires under 
existing law on June 30, 1957. The Housing Act of 1957, H. R. 6659, 
as passed by the House would extend the program through July 31, 
1959 (H. Rept. No. 313). As passed by the Senate, it would extend 
the program through June 30, 1960 (S. Rept. No. 368). It now ap- 
pears that final action on the Housing Act of 1957 will not be com- 
pleted before June 30, and therefore temporary extension of authority 
for the program is necessary. Without such extension there would be 
no legal authority for continued operations under the program or for 
payment of salaries of existing staff for the period from June 30, 1957, 
to the effective date of the Housing Act of 1957. 

The Voluntary Home Mortgage Credit Program is organized to aid 
the person weeking mortgage money. His request for a loan is re- 
ceived by the Voluntary Home Mortgage Credit Program personnel 
in offices throughout the country and referred to those lenders con- 
sidered most able and willing to approve a loan. In this way, it is in 
a position to get borrowers and lenders together, and since its incep- 
tion has been instrumental in placing 24,299 loans for veterans, total- 
ing over $220 million. 
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Voluntary Home Mortgage Credit Program maintains 15 regional 
offices throughout the country and a headquarters office in Wash- 
ington, D. C. It employs a total of 60 persons, and in fiscal 1957 
had a budget of $500,000. If the life of the program is extended, the 
administration will ask for an appropriation of $500,000 for fiscal 1958. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the joint resolu- 
tion, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Tue Hovsine Act or 1954 


y * * * * ~ + 
TITLE VI—VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 
* * * * * * * 


Src. 610. (a) This title and all authority conferred hereunder shall 
terminate at the close of [June 30, 1957] August 15, 1957. 

(b) Notwithstanding subsection (a), Congress, by concurrent reso- 
lution, may terminate this title prior to the termination date here- 
inabove provided for. 


O 
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RESTORING CERTAIN RETIREMENT RIGHTS TO WAR- 
RANT OFFICERS OF UNITED STATES COAST GUARD 


JUNE 26 (legislative day, June 21), 1957.—Ordered to be printed 


Mr. Maenvuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany §S. 1489] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1489) to amend title 14, United States Code, 
entitled “Coast Guard,” with respect to warrant officers’ rank on 
retirement, and for other purposes, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


S. 1489 would restore to warrant officers of the Coast Guard the 
right, which they had prior to the enactment of the Warrant Officer 
Act of 1954, to be retired in the highest grade in which they served 
satisfactorily, with corresponding retired pay. 

Similar right to be retired, with corresponding retired pay, in the 
highest grade in which they ‘served satisfactorily is now enjoyed by 
commissioned officers and enlisted members of the Coast Guard. 

The Warrant Officer Act of 1954 repealed section 313 of title 14, 
United States Code, along with other sections of title 14 containing 
authority for retirement of warrant officers. As a result, and through 
what the Treasury officials feel was an oversight, a warrant officer 
who has served satisfactorily in a grade above chief warrant officer 
can no longer retire in the highest grade held, but is limited to retire- 
ment in the highest warrant officer grade in which he served satis- 
factorily. 

TECHNICAL ANALYSIS OF THE BILL 


The first section of the bill would amend section 243 of title 14, 
United States Code, entitled ‘‘Coast Guard,” relating to retirement 
in cases where higher grade has been held, to exempt from its provi- 
sions commissioned warrant officers, and a new section (b) would be 
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added, to provide for retirement of such commissioned warrant officers 
on the same basis as that on which commissioned officers of the Coast 
Guard are entitled to retire. 

Section 2 (a) of the bill would add a new subsection, 313 (a), after 
section 312 of title 14, to provide for retirement of warrant officers, 
W-1, in cases where higher grade has been held, at the highest com- 
missioned grade above chief warrant officer, W-4, in which they 
served satisfactorily, with retired pay of that grade. 

Section 2 (b) would amend the analysis of chapter 11, title 14, United 
States Code, to include reference to the new section 313 (a). 

Section 3 of the bill would amend the analysis of chapter 11, title 14, 
United States Code, to reflect the repeal in the Warrant Officer Act of 
1954, of certain enumerated sections of title 14. 


ESTIMATE OF ANNUAL COST 


With regard to the probable cost of the bill, the Coast Guard has 
submitted the following memorandum and estimate: 


Assuming that every officer involved in a gained benefit 
due to the bill (i. e., one whose retired pay as a commissioned 
officer would be higher than in his warrant officer grade) 
retires as near to 20 years of service as possible, the annual 
cost would be close to $49,000. 

However, experience of the present situation is that of the 
131 who might benefit, only 3 actually desire retirement. 
Of the remainder, 1 to 5 more years of service will give them 
over 10 years of commissioned service in almost every case. 
There is every indication that this group desires to serve that 
additional 1 to 5 years, and more. Hence, it is reasonable 
to assume that no more than 3 to 5 a year might actually 
benefit from the bill. On this basis, the annual increased 
cost would be $2,500 to $4,000 per year. 


Appended is the memorandum from the Treasury Department 
which accompanied the bill when it was submitted for introduction, 
together with the report of the Comptroller General of the United 
States on the bill, dated March 21, 1957, and the comparative type 
showing changes in existing law by the proposed bill. 

The principal purpose of this bill is to amend section 243 of title 14, 
United States Code, so as to provide that a commissioned warrant 
officer retired under certain sections of title 10, United States Code— 
these sections were originally in the Warrant Officer Act of 1954— 
shall be retired in the highest commissioned grade above chief warrant 
officer, W-4, held by him on active duty in which, as determined by 
the Secretary, his performance of duty was satisfactory. A similar 
provision applicable to warrant officers, W-1, is proposed as a new 
section 313a of title 14. The effect of these amendments is to provide 
certain rights of a warrant officer to retirement in a higher grade than 
he had prior to the enactment of the Warrant Officer Act of 1954. 
The latter act has been construed to have taken away those rights. 
Prior to the enactment of the Warrant Officer Act of 1954 a com- 
missioned officer (including a commissioned warrant officer), a warrant 
officer (now a warrant officer, W-1), and an enlisted man retired 
under certain sections of title 14 were required by sections 243, 313, 
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and 362, respectively, to be retired with the highest grade or rating 
held by him while on active duty in which, as determined by the 
Secretary, his performance of duty was satisfactory. House Report 
No. 557, 81st Congress, accompanying the bill which became title 14, 
states at page A27, “It is believed the principle should apply in 
general—if a person is eligible for retirement he is entitled to retire 
on the basis of the highest position in which he satisfactorily served. 
To provide otherwise would work injustice to persons who had faith- 
fully and capably served in higher grades, but who, due to the exi- 
gencies of the service, had been forced to suffer a reduction in grade 
through no fault of their own. It is emphasized that in cases of 
failure to satisfactorily hold an advanced grade the person would not 
benefit by this section [§ 243].’’ These comments were also made 
applicable to section 313. This, then, was the state of the pertinent 
law before the enactment of the Warrant Officer Act of 1954. 

Section 313 of title 14, United States Code, was repealed by the 
Warrant Officer Act of 1954, along with other sections of title 14 con- 
taining the authority for retirement of warrant officers, W-1. As a 
result a warrant officer, W-1, who has served satisfactorily in a grade 
above chief warrant officer, W-4, can no longer retire in the highest 
grade held, but is limited, by section 1371 of title 10, formerly section 
14 (d) of the Warrant Officer Act, to retirement in the highest warrant 
officer grade in which he served satisfactorily. It is believed that 
Congress did not intend this result in repealing section 313. In the 
reports on H. R. 6374, 83d Congress, the bill that became the Warrant 
Officer Act, the reason given for the repeal of section 313 is that it was 
obsolete and no longer necessary because of the repeal of sections 303, 
304, 305, and 307 of title 14, which were formerly the sections under 
which warrant officers, W-1, were retired. (See H. Rept. No. 1383, 
83d Cong., p. 22, and S. Rept. No. 1284, 83d Cong., p. 18.) The repeal 
of section 313 rendered ineffective with respect to warrant officers, 
W-1 (except for physical disability retirements), section 14 (f) of the 
Warrant Officer Act, now codified in title 10, United States Code, sec- 
tion 1401, which provided that ‘The provisions of this section or sec- 
tion 13 shall not prevent any warrant officer from electing to be placed 
on the retired list in the highest grade and with the highest retired pay 
to which he may be entitled under any other law. However, when the 
rate of pay of such highest grade is under any other law less than the 
pay of any warrant grade satisfactorily held on active duty, the retired 
pay shall be based on the higher rate of pay.” Section 313, rather 
than being repealed, ought to have been amended by substituting the 
appropriate retirement sections of the Warrant Officer Act for the 
retirement sections of title 14 that were repealed. Then the right of 
a warrant officer, W-1, to retire in the highest grade satisfactorily 
held would have been preserved. As a remedy it is now proposed 
that a new section 313a be enacted to restore that right. The pro- 
posed section also provides that the retired warrant officer, W-1, is 
entitled to the pay of the highest warrant officer grade in which he is 
entitled to retire if that pay is higher than the grade in which he is 
entitled to retire under section 313a. 

Sections 243 and 362 of title 14 were not amended nor repealed. 
Section 243 provides: 

“Any commissioned officer who is retired under any provision of 
sections 230, 231, 232, or 234 of this title, or that provision of section 
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235 of this title which provides for retirement of officers after thirty 
years service, shall be retired from active service with the highest 
grade held by him while on active duty in which, as determined by 
the Secretary, his performance of duty was satisfactory, but not lower 
than i permanent grade, with retired pay of the grade with which 
retired.’ 

The term “commissioned officer” in section 243 has always been 
construed to include a commissioned warrant officer retired under 
section 230, 231, 232, or 234, of title 14, or that provision of section 
235, of title 14, that provides for retirement after 30 years’ service, 
However, since the enactment of the Warrant Officer Act of 1954 
commissioned warrant officers can no longer be retired for age under 
section 230 of title 14 as the Warrant Officer Act amended that section 
to exclude commissioned warrant officers. Nor can a commissioned 
warrant officer now be retired under that provision of section 235 of 
title 14 which provides for retirement of officers after 30 years’ service, 
for the reason that the applicability of section 235 to commissioned 
warrant officers was superseded by certain provisions of the Warrant 
Officer Act. At present, then, a commissioned warrant officer retired 
after 30 years’ service under section 231, after 20 years’ service (10 
commissioned) under section 232, or upon failure of physical examina- 
tion for promotion under section 234, is required by section 243 to be 
retired in the highest grade satisfactorily held by him while on active 
duty. For example, a chief warrant officer, W-4, who had satis- 
factorily held the rank of commander, and who is retired under section 
231, must be retired in the grade of commander. On the other hand 
a commissioned warrant officer retired under any provision of what 
was the Warrant Officer Act of 1954 is limited to retirement in the 
highest warrant grade satisfactorily held by him while on active duty. 
Again, it is not believed that Congress intended to take away the right 
of a commissioned warrant officer retired under the Warrant Officer 
Act to be retired in any higher grade satisfactorily held, for reasons 
similar to those set forth in the discussion concerning the repeal of 
section 313. As a remedy it is proposed that section 243 be amended 
by reenacting the present section, with commissioned warrant officers 
being excluded, as subsection (a), and adding a new subsection (b) 
providing that a commissioned warrant officer retired under section 
564 (failure of selection for promotion), 1263 (at age 62), 1293 (20 
years’ service), or 1305 (30 years’ service), of title 10, shall be retired 
in the highest commissioned grade above chief warrant officer, W-4, 
in which, as determined by the Secretary, his performance of duty 
was satisfactory, with retired pay of the grade with which retired. 
The proposed subsection (b) also provides that when the rates of pay 
of such highest grade is less than the pay of the warrant grade in 
which the officer would otherwise be retired under section 1371 of 
title 10, the retired pay shall be based on the higher rate of pay. 

It must be pointed out that the problems that have arisen in the 
areas discussed above have not been serious. In the first place, a 
warrant officer rarely retires for age. Moreover, a warrant officer, 
W-1, rarely retires for reasons other than physical disability. So it 
has been possible to effect practically all warrant officer retirements, 
other than for physical disability, under sections 231 and 232 of title 
14. Nevertheless, it is possible for inequities to occur under the 
present law. Therefore, it is urged that the amendments proposed in 
this draft bill be enacted. 
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When sections 303, 304, 305, 307, 308, and 313, of title 14, United 
States Code, were repealed by the Warrant Officer Act of 1954 the 
analysis of chapter 11 was not amended to reflect the repeal. It is 
proposed that the analysis now be amended to reflect the repeal of 
those sections. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 21, 1957. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CuarrmMan: Your letter of March 6, 1957, requests a 
report on S. 1489, 85th Congress, which would amend title 14, United 
States Code, entitled ‘(Coast Guard,” with respect to the rank of 
warrant officers on retirement and the rate of retired pay, in the 
cases of warrant officers who at some time held a commissioned rank 
higher than the rank held at time of retirement. 

The bill would restore to warrant officers of the Coast Guard the 
right, which they had prior to the enactment of the Warrant Officer 
Act of 1954, to be retired in the highest grade in which they served 
satisfactorily, with corresponding retired pay. 

Sections 243, 313, and 362 of title 14, United States Code, as revised, 
codified, and enacted into law by the act of August 4, 1949, provided 
that commissioned officers, warrant officers, and enlisted members, 
respectively, of the Coast Guard should be retired with the highest 
grade held while on active duty in which, as determined by the 
Secretary, the performance of duty was satisfactory, but not lower 
than the permanent grade, with the retired pay of the grade with 
which retired. Section 20 (0) of the Warrant Officer Act of 1954 
repealed the provisions of title 14 (secs. 303, 304, 305, 307, 308, and 
313) relating to retirement of warrant officers and enacted in section 
14 new provisions of law applicable to warrant officers, under which 
a warrant officer is entitled to be retired in the highest warrant officer 
grade in which he served satisfactorily, and determined by the Secre- 
ae unless entitled to a higher grade under some other provision 
of law. 

Since the bill would restore the right to warrant officers of the Coast 
Guard to be retired, with corresponding retired pay, in the highest 
grade in which they served satisfactorily—a right presently enjoyed 
by commissioned officers and enlisted members of the Coast Guard— 
we have no objection to enactment of the bill. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, matter 
proposed to be omitted in brackets, existing law in which no change is 
proposed is shown in roman): 











6 RETIREMENT OF WARRANT OFFICERS OF COAST GUARD 


Section 243 or Titite 14, Unirep States Cops 


§ 243. Retirement in cases where higher grade has been held 


(a) Any commissioned officer, other than a commissioned warrant 
officer, who is retired under any provision of sections 230, 231, 232, or 
234 of this title, or that provision of section 235 of this title which pro- 
vides for retirement of officers after thirty years service, shall be retired 
from active service with the highest grade held by him while on active 
duty in which, as determined by the Secretary, his performance of duty 
was satisfactory, but not lower than his permanent grade, with retired 
pay of the grade with which retired. 

(6) Any commissioned warrant officer who is retired under any pro- 
vision of sections 564, 1268, 1298, or 1305 of title 10, shall be retired from 
active service with the highest commissioned grade above chief warrant 
officer, W-4, held by him on active duty in which, as determined by the 
Secretary, his performance of duty was satisfactory, with retired pay of 
the grade with which retired. However, when the rate of pay of such 
highest grade is less than the pay of the warrant grade with which the 
officer would otherwise be retired under section 1371 of title 10, the retired 
pay shall be based on the higher rate of pay. 


Section 313a or Titte 14, Unirep Srates Cope 


§ 313a. Retirement in cases where higher grade has been held 


Any warrant officer, W-1, who is retired under any provision of 
sections 564, 1268, 1293, or 1305 of title 10 shall be retired with the 
highest commissioned grade above chief warrant officer, W-1, held by 
him on active duty in which, as determined by the Secretary, his per- 
formance of duty was satisfactory, with retired pay of the grade with 
which retired. However, when the rate of pay of such highest grade 1s 
less than the pay of the warrant grade with which the officer would 
otherwise be retired under section 1371 of title 10, the retired pay shall 
be based on the higher rate of pay. 


ANALysis oF CHAPTER 11 of Tirte 14, Unrrep Srates Copg 
(Only items affected are listed) 


303. Compulsory retirement at age 62] 

304. Voluntary retirement after thirty years’ service] 

305. Voluntary retirement after twenty years’ service] 

307. Retirement upon recommendation of Personnel Board] 

308. Pay upon involuntary retirement after thirty years’ service] 

313. Retirement in cases where higher grade has been held] 
318a. Retirement in cases where higher grade has been held 


O 
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CONSTRUCTION OF TWO SURVEYING SHIPS FOR THE 
COAST AND GEODETIC SURVEY 


June 26 (legislative day, JunE 21), 1957.—Ordered to be printed 


Mr. Maenvuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


{To accompany S. 2250] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 2250) to amend the act of August 5, 1955, 
authorizing the construction of two surveying ships for the Coast and 
Geodetic Survey, Department of Commerce, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


1, PURPOSE OF THE BILL 


S. 2250 would amend the act of August 5, 1955, by substitutin 

“$6,793,243” for “$3,700,000.” The act of August 5, 1955, wtthinetaid 

the construction of 2 surveying ships for the Coast and Geodetic Survey 

at a cost of not more than $3,700,000 per vessel. This bill would 

raise that limitation to $6,793,243 per vessel. 
The original legislation sontaied the following proviso: 


That such limit of cost may be exceeded or shall be reduced by 
an amount equal to the percentage increase or decrease, if 
any, in ship construction cost generally dating from January 
1, 1955, as determined by the Secretary of Commerce. 


In addition to increasing the limitation on the cost of the vessels, 
the bill would substitute the date ‘‘April 4, 1957,” for the date “Janu- 


mes 


ary 1, 1955’ contained in the proviso. 


2. COMMITTEE ACTION 


Your committee did not hold public hearings on this bill, since the 
need for the two vessels was well established in the hearings on the 
act this bill amends (S. 847, 84th Cong., 1st sess.) We did inquire 
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if there were any ships in the mothball fleet that could be utilized 
by the Coast and Geodetic Survey and were informed there were 
none. Accordingly, while we are not pleased at the increased cost 
of these vesseis, the hard fact is that they are needed, 


8. NEED FOR THE LEGISLATION 


The act of August 5, 1955, which resulted from the hearings on 
S. 847, 84th Congress, authorized the construction, for the Coast 
and Geodetic Survey, of two 2,500-ton vessels, to cost not more than 
$3,700,000 each, as part of a replacement program begun in 1938, 
but halted by the war after 2 vessels were constructed. The new 
vessels are to be placed in service in Alaska, where a great deal of 
work is underway for the Defense Department. 

The agency now has in service 4 moderate-sized vessels (2 of which 
are overage, 27 and 40 years old, respectively), plus 1 old Navy 
vessel, operated with Navy funds, to carry out its function of survey- 
ing and chartering the 90,000 miles of shoreline of the United States 
and possessions and approximately 2,317,000 square miles of adjacent 
waters. In addition, there are 12 smaller vesse ‘Is, 85-footers, in 
operation. 

The proposed vessels would release another modern vessel, the 
Explorer, now in Alaska, for needed service in the Atlantic, and would 
permit scrapping of the 40-year-old, none too seaworthy Surveyor, and 
the retirement of the Hydrographer, 27 years old. The Pathfinder, 
completed in 1942, would be continued in its present Alaskan service. 
There would be additional personnel required, totaling approxi- 
mately 30 men, to man the new vessels. 

The need for these vessels can be understood when it is recalled that 
there were 8 vessels of this class in service in 1938, as against. the 
present 5, of which 3 are not modern, and that more than 60 percent of 
the water areas adjacent to this country and its possessions are in- 
adequately or entirely unsurveyed. 

As to the present bill (S. 2250), your committee was advised by 
the Department of Commerce that in response to an advertisement 
for bids for construction of one of the vessels a low bid of $5,813,243 
was submitted. Contingencies, equipping and outfitting, design, 
supervision, and inspection are estimated at an additional $980, 000, 
making a total of $6,793,243. If the contract is not awarded by 
July 3, 1957, the contract price will be increased by the effect of 
escalation. It is estimated that if the escalation clause takes effect, 
the net increase in contract price will be a minimum of $362,946. 

The Department emphasized that none of the requested increase 
in the authorization is the result of changes in the specifications of 
the vessel. The requested increase is caused solely by increased 
shipbuilding costs and adjustment of estimates. The Department 
urged immediate enactment of this legislation and the appropriation 
of funds thereunder in order that the present bid may be accepted at 
the unescalated figure. 

4, CONCLUSION 


Since the need for these vessels is as great, if not greater, than it 
was when construction was authorized, since the increased cost is not 
due to a change in the specifications for the vessels but to increased 


{ 


SHIPS FOR THE COAST AND GEODETIC SURVEY 3 


costs generally together with adjusted estimates, and since the cost 
will increase further in the near future, your committee urges prompt 
enactment of this measure. 


5. AGENCY COMMENTS 


So that the record would be clear on the increased costs, the Depart- 
ment of Commerce was requested to submit a letter spelling out in 
detail the bids submitted, and the amounts of the increase chargeable 
to shipbuilding costs generally. It would appear from the letter that 
the Department underestimated the cost of these vessels when the 
original legislation was suggested. 

The letter, signed by ‘the Chief Counsel of the Department of 
Commerce, toge ‘ther with supporting documents, is set forth below. 





DEPARTMENT OF COMMERCE, 
OFFICE OF THE GENERAL COUNSEL, 
Washington, D. C., June 21, 1957. 
Mr. Harotp I. Baynton, 
Chief Counsel, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. Baynton: This is with reference to S. 2250, now pending 
before the Committee on Interstate and Foreign Commerce. 

The bill would amend Public Law 251 of the 84th Congress by 
raising the limit of cost for surveying ships for Coast and Geodetic 
Survey from $3,700,000 to $6,793,243 and changing the date from 
which escalation is calculated from January 1, 1955, to April 4, 1957. 

You have requested information as to why the escalation clause 
in the original law will not constitute sufficient authority for entering 
into a contract at the increased figure. As stated in the statement of 
purpose and need for proposed legislation which the Department sub- 
mitted with its request to the President of the Senate for enactment 
of this legislation, ‘“‘none of the requested increase in the authorization 
is the result of changes in the specifications of the vessel. The re- 
quested increase is caused solely by increased shipbuilding costs and 
adjustment of estimates.” However, Public Law 251 provided for 
exceeding the specified cost limit only on the basis of increase in 
ship-construction costs generally dating from January 1, 1955. 

Since the bid figure of $6,793,243 represents both increases in ship- 
building costs and an adjustment upward of the base estimate, it 
would be inappropriate to let the contract for that figure under the 
present law. The Department believes that the rise in ship-construc- 
tion costs could justify letting the contract at a figure of not more than 
$5,300,000. The difference between that figure and $6,793,243 
represents the amount by which the original estimate was low as 
increased by the rise in costs of construction. 

Since the Department now has a firm bid as of April 4, 1957, it is 
believed that the limit of cost and date from which cost increase will 
be calculated should be restated as of that amount and date rather 
than raising the original estimate of cost and leaving unchanged the 
date from which cost increases are calculated. 

Sincerely yours, 
Freperick C. Nasi, 
General Counsel. 
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InFoRMATION Wit Respect To Bips ror ConsTRUCTION OF A Sur- 
VEY SHIP FOR THE Coast AND GEODETIC SuRvEY, DEPARTMENT OF 
CoMMERCE 


Issuance of invitations to bid on construction of a survey ship for 
the Coast and Geodetic Survey was handled by the Maritime Ad- 
ministration according to their standard procedure. 

Invitations to bid were sent to 52 shipyards from the Maritime 
Administration bidding list of yards capable to handle the proposed 
construction. Additionally, the proposed construction was given 
publicity by advertising and by publication in trade journals. A 
copy of the bidding list is attached. 

Copies of the plans and specifications were requested by 14 vards. 
Yards requesting plans and specifications are indicated by “X” on 
the attached bidding list. Bids were submitted by five yards. A 
résumé of the bids received is attached. 

The total contract price is based on the low-bid fixed price with 
D. O. A3 and alternate No. 2. Also included in the estimated cost 
of construction, in addition to the bid, are $350,000 reserve for changes 
during construction, $530,000 cost of equipping and outfitting (owner 
furnish equipment), and $100,000 for design, supervision, and inspec- 
tion, for a total of $6,793,243. 


Résumé of bids received Apr. 4, 1957, for construction of a hydrographic surveying 
ship (single screw-turbine propulsion) for the Coast and Geodetic Survey—M. A. 
design S2-S-—RM28a—Proposal OSC-12 





Bidders 
National 
Steel & Avondale Todd Puget Moore 
Shipbuild- Sound 
ing 
Fixed price: 
lit teal $5, 712,015 | $5, 872,776 | $6, 685,193 | $6, 807, 813 $7, 180, 000 
NE Ee We Bette tnddscbddosacnce 5, 802, 015 5, 902, 776 6, 745, 193 7, 007, 813 5 000 
I BA hstienactdunddouiinee tet +86, 627 +240, 431 +157, 129 +349, 425 +300, 000 
ST eo hie ineaenccemenpebeninn +101, 228 +68, 840 +122, 380 +236, 597 +109, 000 
RRND: SO Diba didenedcmssunensll —17, 937 —13, 000 —13, 750 —12, 375 —17, 800 
Adjusted price: 
TG, CN Fo ited eanbinkenawiel 5, 519, 562 5, 745, 333 6, 084, 652 6, 383, 813 6, 327, 500 
ED ©) MB batten ctirincentine 5, 609, 582 5, 775, 333 6, 139, 228 8, 583, 313 6, 412, 


Alternate No. 1... +82, 418 +240, 461 +142, 899 +326, 625 +226, 000 
Alternate No. 2.. 2 +06, 127 +68, 840 +111, 305 +216, 477 +95, 000 
Alternate No. 3.. é —17, 500 —13, 000 —12, 500 —13, 750 —18, 500 
GG koi tedanttedtbunkedsuend 599 670 600 600 600 





Nore.—Alternate items: No. 1, aluminum superstructure; No. 2, additional air conditioning; No. 3, 
generator capacity reduction, 2-300-kilowatt generator in lieu of 2-400-kilowatt 


A letter from the Secretary of Commerce on the original bill, and a 
letter from the Acting Secretary of Commerce regarding mothballed 
vessels and enclosures are reprinted below. 


Tue SECRETARY OF COMMERCE, 
Washington, June 10, 1958. 
Hon. Warren G. Macnvson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 
Dear Mr. Cuatrman: This is in reply to your request dated 
February 2, 1955, for the views of the Department of Commerce with 
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respect to S. 847, a bill to authorize the construction of two surveying 
ships for the Coast and Geodetic Survey, Department of Commerce, 
and for other purposes. 

Authority for construction of two additional survey ships would 
permit resumption of a replacement program begun in 1938, but 
interrupted by the war after construction of two ships. In 1941 8 
major seagoing ships were operated and 1 was under construction. 
During the war seven ships were transferred to the Navy. Three 
major ships are now in general service, one is being prepared for a 
naval project and a fifth ship commissioned in 1917 is restricted to 
protected waters because of age and lack of watertight integrity. 

The three seafaring ships now available for general use cannot 
meet the responsibilities of the Coast and Geodetic Survey for the 
production of nautical charts. 

The Coast and Geodetic Survey is responsible for surveying and 
charting the 90,000 miles of shoreline of the United States and its 
possessions and approximately 2,317,000 square miles of water areas 
adjacent thereto. Of these 2,317,000 square miles of water area, 
about 844,000 square miles are covered by surveys that are satis- 
factory for the compilation of modern charts. About 1,473,000 
square miles remain inadequately surveyed or entirely unsurveyed. 
It is a recognized fact that the greatest insurance against a marine 
disaster is complete and adequate nautical charts. 

Over $100 billion in ships and cargo yearly travel in the 2,317,000 
square miles for the charting of which the Coast and Geodetic Sur- 
vey is responsible. The additional cost of the two surveying ships 
which would be authorized by S. 847 is infinitesimal when measured 
against the value of the ships, cargoes, and human lives which would 
be protected by the charts produced by these ships. 

In one of the most heavily traveled areas, the Atlantic coast, no 
ship of appropriate size has been available for surveys since 1941. 
The ship assigned to work in the Gulf of Mexico is therefore being 
transferred despite many protests from this area to the Gulf of Maine, 
where an extensive survey program has not been undertaken since 
Civil War times. The fishing industry also requires offshore surveys 
in other New England areas and south of the Virginia Cape, where 
adequate surveys have not been made. 

The construction of these vessels represents another step in the 
replacement program for the Coast and Geodetic Survey. There are 
2 vessels, the Surveyor, which is now 38 years old, and the Hydrogra- 
pher, which is now 25 years old. Use of these vessels results in a much 
ess efficient and more expensive operation because of their technical 
obsolescence for survey work and increased expense of upkeep and 
operation. In open-sea operation the Surveyor is of questionable 
seaworthiness because it lacks watertight integrity. 

Under the present plan based on expected needs, the new vessels 
would be assigned to Alaskan waters. They will be especially adaptable 
to this work. The Hydrographer, which is presently working on the 
Atlantic coast, would be replaced by the Explorer, a modern vessel, 
which could be used on offshore survey work in this area. The 
Hydrographer, which cannot be used in this work, would be retired. 
The Surveyor, now in Alaska, would be scrapped. 

For these reasons we recommend enactment of S. 847. Should 
your committee desire further information with respect to the need for 
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these ships or the charting program in which they would be used, we 
will be happy to furnish it. 
We are advised by the Bureau of the Budget that it would interpose 
no objection to the submission of this report to your committee, 
Sincerely yours, 
SrncLarn WEEKS, 
Secretary of Commerce. 


Tue SECRETARY OF COMMERCE, 
Washington, D. C., June 18, 1957, 
Hon. Warren G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. CuHarrman: This letter is with reference to your in- 
formal request for information as to the possibility of converting 
mothballed vessels to surveying ships for the Coast and Geodetic 
Survey in lieu of construction of a new vessel under S. 2250, now 
pending before your committee. 

The Department explored this possibility in 1951 when considera- 
tion was first given to a ship-construction program for Coast and 
Geodetic Survey, and was informed at that time that the Navy had 
no such ship available. The Navy Department advised the Depart- 
ment on June 17, 1957, that it still does not have ships of the proper 
category available. Maritime Administration has no suitable ship 
available, their smallest mothball-fleet vessel being of approximately 
6,000 tons. 

There are enclosed copies of a letter of May 25, 1951, and a letter 
of July 1, 1955, relating to this program. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Water WILLIAMs, 
Acting Secretary of Commerce. 


DEPARTMENT OF THE Navy, 
OFrricE OF THE CuHriEF OF NAVAL OPERATIONS, 
Washington, D. C., May 25, 1951. 
From: Chief of Naval Operations. 
To: Director, United States Coast and Geodetic Survey. 
Subject: Availability of ships for transfer. 
Re (a) USC&GS letter No. 24-rec of May 16, 1951. 

1. Reference (a) requested information as to the availability for 
transfer to the United States Coast and Geodetic Survey of 1 or 2 ships 
suitable for hydrographic operations. 

2. Please be informed that the Navy has no such ships available 
for transfer. 

F. S. Low, 


Deputy Chief of Naval Operations (Logistics). 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE JuDGE ADvocATE GENERAL, 
Washington, D. C., July 1, 1956. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: Your request for comment on the bill, 
H. R. 6743, to authorize the construction of two surveying ships for 
the Coast and Geodetic Survey, Department of Commerce, and for 
other purposes, has been assigned to this Department by the Secretary 
of Defense for the preparation of a report thereon expressing the 
views of the Department of Defense. 

The purpose of this measure is to authorize the construction for 
the Department of Commerce of two surveying ships of not over 2,500 
displacement tons each, The measure would limit the cost of each 
of these vessels to $3,700,000 including the cost of preparation of 
plans and specifications, cost of inspection during construction, and 
the purchase or construction of complete equipment and outfitting. 

The Department of the Navy recommends favorable consideration 
of H. R. 6743. Despite the high strategic importance of hydrographic 
surveying, the present facilities for accomplishing this necessary sur- 
veying are inadequate. Up-to-date detailed information of a sufficient 
order of accuracy to meet required hydrographic surveying standards 
is not presently available for large segments of our coast to the limit 
of the Continental Shelf, wherein the continental waters covering this 
Continental Shelf are of the highest strategic importance. Certain 
other areas which must also meet similar standards of accuracy 
require periodic resurveying due to constantly changing bottom 
conditions. In addition the Nay y has special surveying requirements 
in strategic areas such as Alaska and the Bering Sea. In order to 
meet. these requirements additional surveying facilities are required. 

In addition the Navy currently has one United States Coast and 
Geodetic Survey vessel under contract for a very high priority project 
(Project C aesar). This project may require additional vessels prior 
to its completion. 

The availability of these two additional ships especially designed 
and equipped for hydrographic operations, would materially improve 
our surveying potential in the event of war inasmuch as vessels of the 
United States Coast and Geodetic Survey are subject to transfer to 
the United States Navy during national emergency. 

In view of the foregoing the Department of the Navy on behalf of 
the Department of Defense favors the enactment of H. R. 6743. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau 
of the Budget as to the relationship of this report to the program of the 
President. 

Sincerely yours, 
Ira H. Nunn, 
Judge Advocate General 
(For the Secretary of the Navy): 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


Pusuic Law 251, 84rH Coneress (69 Stat. 537) 


That there is hereby authorized to be constructed for the Depart- 
ment of Commerce two surveying ships of not over two thousand five 
hundred displacement tons each, under a limit of cost of [$3,700,000] 
$6,793,248 each, including costs of preparation of plans and specifica- 
tions, cost of inspection during construction, and purchase or con- 
struction of complete equipment and outfit: Provided, That such limit 
of cost may be exceeded or shall be reduced by an amount equal to 
the percentage increase or decrease, if any, in ship construction cost 
generally dating from [January 1, 1955] April 4, 1957 as determined 
by the Secretary of Commerce. 

“Suc. 2. There is hereby authorized to be appropriated to the Secre- 
tary of Commerce, out of any moneys in the Treasury not otherwise 
appropriated, such sums as may be necessary to carry out the provi- 
sions of this Act. 

O 
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AMENDING AN ACT ENTITLED “AN ACT TO PROVIDE FOR 
THE DISPOSAL OF FEDERALLY OWNED PROPERTY AT 
OBSOLESCENT CANALIZED WATERWAYS” 


JUNE 26 (legislative day June 21), 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 1520] 


The Committee on Public Works to whom was referred the bill 
(S. 1520) to amend an act entitled ‘“‘An Act to provide for the disposal 
of federally owned property at obsolescent canalized waterways and 
for other purposes”, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of Senate bill 1520 is to amend Public Law 996, 84th 
Congress, (70 Stat. 1062), to authorize the expenditure of Federal 
funds, not to exceed $150,000, to reconstruct lock and dam No. 3 
on the Little Kanawha River, W. Va., in lieu of preparing the structure 
for abandonment, with local interests to assume operation and 
maintenance of the structure after its restoration. 


GENERAL STATEMENT 


Public Law 996, 84th Congress, provided for the conveyance to 
States, political subdivisions thereof, or others, of all or any part of 
the right, title, and interest of the United States in and to a number of 
obsolescent locks, dams, and related property acquired or constructed 
in connection with Federal navigation projects, whenever the Secretary 
of the Army determines that any such property no longer economically 
serves the purpose for which it was constructed or acquired, and au- 
thorizes the expenditure of such funds as may be necessary to prepare 
the structures for abandonment. 

The structures covered by Public Law 996 consisted of 28 obsolescent 
locks and low-head navigation dams on 8 streams which are no longer 
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operated and maintained by the United States. The project works 
were built or acquired by the United States many years ago as part of 
authorized Federal projects and no longer serve the purpose of com- 
mercial navigation for which they were authorized. .No Federal 
funds are being appropriated and expended at the present time for 
operation and maintenance of these obsolete facilities other than for 
custodial maintenance. 

The authorized Federal navigation project on the Little Kanawha 
River consisted of 5 locks and dams extending navigation 48 miles 
up the stream above its junction with the Ohio River at Parkersburg, 
W. Va. Locks and dams Nos. 1 through 4 were built in 1874 and 
purchased by the United States in 1905. Lock and dam No. 5 was 
built in 1891. Operation and maintenance was discontinued several 
years ago due to the cessation of commercial traffic. The small 
acreage of federally owned land at the lock sites, about 25 acres, is 
under lease to residents of the area. Lock and dam No. 1 has been 
repaired and converted into a fixed-type dam and is being temporarily 
maintained by an industrial concern with a plant on the pool formed 
by the dam. 

Inasmuch as these structures and real properties are still part of 
authorized Federal waterway projects, it is considered that they 
cannot properly be declared excess and Federal ownership transferred 
to others without authorization from Congress. Authority is available 
to grant others permission to occupy the land and structures and 
maintain the property at their expense, yet the Congress felt that it 
would be highly desirable for the United States to divest itself of all 
interest in and right to such property and thereby avoid any Federal 
financial or other responsibility for the property in the future, 


DISCUSSION 


The early history of the oil industry in the United States is closely 
associated with the Little Kanawha River. The second oilfield in the 
world, and at one time the most productive, was at Burning Springs, 
Wirt County, W. Va., on the Little Kanawha River. Following the 
War Between the States, the importance of oil production in the 
Little Kanawha Valley led to construction of the navigation project. 
In those early days, oil was transported in barrels and a large propor- 
tion of American oil production was carried on barges through the 
Little Kanawha River locks and dams. 

With the passing of time, the Little Kanawha oilfields become 
depleted, and the oil producers directed their attention elsewhere, 
but steamboats continued to operate on the Little Kanawha River, 
and Federal maintenance of the locks and dams continued. During 
the economic depression of the 1930’s, traffic declined to the point 
where it was no longer feasible to provide the necessary maintenance 
and the locks and dams were abandoned. The upper four dams have 
since washed out or badly eroded. Because of the sparsely settled 
conditions of the area, failure of these dams caused little damage 
except dam No. 3 below Elizabeth, W. Va. 

Elizabeth, the county seat of Wirt County, developed into a town 
after the dam was built. It is a small town of approximately 1,200 
population. It has its own water system and its own fire and police 
departments which provide fire and police protection for the entire 
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county. It is also the site of the only high school in Wirt County, 
which at the present time has an educational plant valued at approxi- 
mately $1 million and houses between 700 and 800 students. The 
high school and its grounds are located on the banks of the Little 
Kanawha River; the water system of the town of Elizabeth is founded 
on wells drilled on the banks of the Little Kanawha River; and much 
of the town itself is situated on the banks of the river. 

During the summer of 1956, dam No. 3 below Elizabeth breached 
near one bank and caused considerable damage to farmlands below 
the dam. The greatest damage, however, has been above the dam, 
particularly to the farmers on both sides of the river and to the town 
of Elizabeth. Apparently, there was a lowering of the water table 
when the dam went out as the wells which formerly supplied the 
municipality are all going dry. Subsidences on the high lel arene 
have been noticed which could conceivably destroy the high school 
buildings. Furthermore, the farmers whose lands border the river in 
that area are having to drill new wells, and all are suffering from severe 
bank erosion. 

Public Law 996 provides for reimbursement of $20,000 to the State 
of West Virginia for damages to a fish hatchery near Palestine incurred 
by the failure of the Government to keep lock and dam No. 4 in proper 
repair. That law also provides for expenditure of not to exceed 
$50,000 for modification or restoration of dam No. 3 on the Big 
Sandy River in lieu of preparing it for abandonment. The law makes 
no provision for damages to the farmers on both banks of the river or 
to municipalities, which would far exceed the damage to the fish 
hatchery, and could possibly be more than a small municipality like 
Elizabeth could bear. Dam No. 3 on the Little Kanawha failed after 
enactment of Public Law 996, or it would have been in the same 
category as dam No. 3 on the Big Sandy River. 

The committee realizes that commercial navigation on the Little 
Kanawha River has ceased, and that the benefits which would result 
from reconstruction of lock and dam No. 3 would be principally from 
water supply and recreational use of the pool. Such benefits would, 
be widespread and accrue to a large area. The estimated costs to 
restore the dam are not considered excessive, and the committee agrees 
to the limitation of $150,000 for such restoration, and provisions that 
local interests provide any additional funds necessary and to agree to 
accept the property and assume operation and maintenance of said 
structure after reconstruction. 

It is the opinion of the committee that this legislation would be in 
the public interest, and its enactment is recommended. 

Section 2 of Public Law 996, 84th Congress, is as follows with the 
language to be added shown in black brackets: 

Suc. 2, There is hereby authorized to be expended from appropri- 
ations heretofore or hereafter made for civil functions administered 
by the Department of the Army, such funds as may be necessary to 
restore drainage and otherwise prepare the project structures for 
abandonment with a minimum of adverse effect on adjacent areas: 
Provided, That in lieu of preparing dam numbered 3 on the Big Sandy 
River for abandoning such funds may be expended for modification 
of the lock and restoration for said dam either as a movable or fixed- 
type dam but not to exceed $50,000, contingent upon local interests 
furnishing such additional funds as may be necessary and agreeing to 
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accept the property and take over operation and maintenance of the 
said structure. [And provided further, That in lieu of preparing dam 
numbered 3 on the Little Kanawha River, West Virginia, for abandon- 
ing, such funds may be expended for modification of the lock and 
restoration for said dam either as a movable or fixed-type dam, but 
not to exceed $150,000, contingent upon local interests furnishing 
such additional funds as may be necessary and agreeing to accept 
the property and take over operation and maintenance of said struc- 


ture.] 
O 
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INCREASING THE AUTHORITY OF THE INTERSTATE 
COMMERCE COMMISSION TO SUSPEND, CHANGE, OR 
REVOKE OPERATING RIGHTS OF MOTOR CARRIERS 


June 26 (legislative day, June 21), 1957.—Ordered to be printed 


Mr. Smatuers, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany 8. 1461] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1461) to amend section 212 (a) of the Inter- 
state Commerce Act, as amended, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

I. INTRODUCTION 


The purpose of the bill is to amend section 212 (a) of the Interstate 
Commerce Act (49 U. S. C. 312 (a)) in the following respects: (1) to 
make motor carrier operating authorities subject to suspension, 
change, or revocation for willful failure to comply with any rule or 
regulation lawfully promulgated by the Interstate Commerce Com- 
mission; (2) to make the revocation procedure prescribed in section 
212 (a) for motor carriers conform to the procedure provided in sec- 
tion 410 (f) of the Interstate Commerce Act applicable to freight 
forwarders by eliminating the term “willfully” in the first proviso 
of section 212 (a); and (3) to provide that the Commission may, upon 
reasonable notice, suspend motor carrier operating authorities for 
failure to comply with insurance regulations issued by the Commission 
pursuant to section 215 of the act. 

The proposal incorporating the terms of S. 1461, introduced at the 
request of the Interstate Commerce Commission, is contained in 
Interstate Commerce Commission Legislative Recommendation No. 
13, page 167, 70th Annual.Report to the Congress. Public hearings 
were held by the Surface Transportation Subcommittee, and all 
desiring to testify were heard. 
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II. DISCUSSION OF THE PROVISIONS OF THE BILL AND HEARINGS THEREON 


In reading this report which deals with amendments to part II, and 
makes reference to part IV, of the Interstate Commerce Act, it should 
be kept in mind that the act is made up of four parts, each of which 
applies to regulation of a separate form of transportation: Part I 
applies to railroads; part II to motor carriers; part III to inland, 
coastal, and intercoastal water carriers; and part IV to freight for- 
warders. 

S. 1461 proposes to amend section 212 (a) of the act that confers 
authority on the Interstate Commerce Commission with respect to 
suspension, change, and revocation of motor-carrier permits and cer- 
tificates. Under section 212 (a) operating rights of motor carriers 
cannot be suspended, changed, or revoked except for willful failure 
to comply with— 


any provision of this part [part II of the Interstate Com- 
merce Act pertaining to regulation of motor carriers] or with 
any * * * regulation of the Commission promulgated there- 
under * * * 


Under the present law as quoted, the Commission cannot suspend 
or revoke operating authority of a motor carrier for failure to observe 
laws administered by the Commission other than part II or regula- 
tions promulgated under that part. The Commission claims that the 
present language is unduly restrictive upon its enforcement powers. 
The example is offered of regulations prescribed by the Commission 
under the Transportation of Explosives Act, which are not regulations 
promulgated under any provision of part II of the act. 'The Commis- 
sion asserts that it is without power to revoke the operating rights of 
any motor carrier for violating the Explosives Act or any ICC regula- 
tions promulgated thereunder, regardless of how willful the violations 
may have been. The Transportation of Explosives Act, it should be 
recalled, contains prohibitions against carrying of explosives by 
common carriers and authorizes the ICC to promulgate regulations for 
transportation of explosives and other dangerous articles by such 
carriers. 

According to the Commission, if section 212 (a) were amended by 
changing the words “promulgated thereunder” (meaning under part 
IT), to “lawfully promulgated by the Commission” (refer rring to any 
lawful order or regulation promulgated by the ICC) as proposed in 
the first provision of S. 1461, the Commission would be able to sus- 
pend or revoke operating authorities for willful failure to comply with 
any regulation or order lawfully promulgated by the Commission. 
Such an amendment, according to ICC, would enable that regulatory 
body to deal more effectively in the public interest with serious viola- 
tions of any of the Commission’s applicable rules and regulations and 
not only those promulgated under part II of the Inters state Commerce 
Act. 

The second provision of S. 1461 would make section 212 (a) con- 
sistent with the first proviso of section 410 (f) which deals with freight 
forwarders. 

Under this proviso a freight forwarder permit may be revoked if 
the holder thereof fails to comply with an order of the Commission 
commanding compliance with the provisions of part IV, or a rule or 
regulation issued by the Commission thereunder, or any of the Com- 
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mission’s rules and regulations, or the terms, conditions, or limitations 
of a forwarder permit. Under the corresponding provision in section 
212 (a), however, a motor carrier, before its operating authority may 
be revoked, must “willfully” fail to obey a compliance order issued 
by the ICC after it has been found that the carrier has previously 
willfully disobeyed a provision of part II or any regulation promul- 
gated thereunder. 

In other words, the ICC may revoke the operating authority of a 
motor carrier only after (1) the carrier has willfully violated the por- 
tion of the Interstate Commerce Act pertaining to motor carriers or 
Commission orders promulgated thereunder, and (2) the carrier has 
willfully failed to comply, within a reasonable time, with a lawful 
order of the Commission commanding obedience. 

The use of the word “willful” to describe the nature of the original 
violations in section 212 (a), and the use of the word a second time 
(in the first proviso) to describe the nature of the failure to comply 
with an order commanding obedience, raises the question of whether 
in a second hearing it must be determined whether the failure to 
obey the compliance order was willful. According to the Commission, 
the proposed change to eliminate “willfully” in describing failure to 
comply with the ICC’s order commanding obedience would allow 
more effective enforcement of the provisions of part II of the act. 

In other words, once a motor carrier has been found guilty of 
willfully violating the act, or an ICC order, and an order of compliance 
has been issued, it would not be necessary in a second hearing to 
prove willful disobedience of the compliance order. The fact that the 
carrier is proved to be in violation of the order of compliance would 
be sufficient, under the proposed amendment, to allow revocation 
of a certificate or permit. 

The third provision of S. 1461 would allow suspension of operating 
authority for failure of a carrier to keep insurance in force. Existing 
law (sec. 212 (a) of the Interstate Commerce Act) provides, in general, 
for suspension of motor carriers’ and brokers’ operating authorities, 
upon notice but without hearing, for failure to comply with the 
brokerage bond regulations, and the provisions of the act requiring 
the publication of tariffs and schedules by motor common and contract 
carriers. The second proviso of section 212 (a) does not, however, 
provide for such suspension for failure to maintain proof of cargo, 
public-liability, and property-damage insurance required to be kept 
in force under section 215. 

As indicated, section 410 (f) of the act contains a provision similar 
to the second proviso of section 212 (a). The difference is that the 
second proviso of section 410 (f) provides for suspension on short 
notice of freight forwarder permits for failure to comply with the 
cargo insurance provisions under section 403 (c) and the public- 
liability and property-damage insurance provisions under. section 
403 (d). The amendment to section 212 (a) contained in the third 
provision of S. 1461 would likewise allow suspension of rights of motor 
carriers for failure to maintain the required insurance. 

The Commission contends that there is as much reason from the 
point of view of the traveling and shipping public to require motor 
carriers to keep their cargo and public-liability and property-damage 
insurance in force by suspending their authorities for failure to comply 
with such requirements, as there is to require freight forwarders to 
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keep their insurance alive. The Commission states that it should 
have the authority to suspend, on short notice, motor-carrier operatin 
rights when insurance lapses or is canceled without replacement, unti 
compliance is effected. The ICC further states that the institution of 
hearings under section 204 (c) for such violations on the part of 
motor carriers is not a satisfactory answer. since such proceedings 
may go on for some length of time, and the public may be adversely 
affected if losses occur while the complaint proceedings are pending 
and insurance is not tn force. 

A representative of the National Industrial Traffic League, an or- 
-ganization of shippers, filed a statement favoring enactment of S. 1461. 

This witness stated that persistent and repeated failures by motor 
common carriers to carry out their common carrier obligation, failure 
to furnish equipment, selection of commodities and selection of size 
of shipment, service to certain points, and refusal of service to others— 
all have been sore spots with the National Industrial Traffic League 
membership for years. The witness further stated that in the interest 
of the public, motor carriers as well as other carriers should be re- 
quired to furnish full and complete common carrier service to the 
public as called for by their certificates or permits and any willful 
failure on the part of a carrier to live up to these obligations should be a 
cause for revocation of such certificate or permit. 

It was noted by this witness that the league in March of 1952 in 
considering the problems confronting the Commission in revocation 
proceedings adopted the following recommendation: that— 


The provisions of section 212 (a) be amended by striking 
all of the first proviso thereof thereby providing a procedure 
under which the Interstate Commerce Commission mav 
within a reasonable time revoke a motor carrier certificate or 
permit for willful failure to comply with any provision of the 
act or with any lawful order, rule or regulation of the Com- 
mission promulgated thereunder or with any term, condition 
or limitation of such certificate, permit or license. 


The witness concluded his statement on this bill by asserting that 
although S. 1461 does not go as far in amending section 212 (a) as the 
foregoing recommendation proposes, it is a step in the right direction 
and the lianas urges its adoption. 

The general counsel of the American Trucking Associations offered 
testimony in the course of the hearings on S. 1461. He did not object 
to the provisions of the bill that would allow the ICC to suspend or 
revoke operating rights of motor carriers for willful failure to comply 
with any rule or regulation lawfully promulgated by the Commission. 
Nor did he object to the provision permitting suspension of operatin 
authority for failure to comply with the insurance section of part il 
of the act. He did, however, object on behalf of the Regular Route 
Common Carrier Conference and the Contract Carrier Conference of 
the association to the second provision of S. 1461 that would remove 
“willfully’’ from the first proviso of section 212 (a). 

The association witness said that at present in a proceeding under 
section 204 (c) the Commission can and sometimes does require com- 
pliance in an order of obedience not only with specifically named rules 
or regulations but with an entire category of its rules or regulations, 
as, for instance, its entire body of safety rules which range into the 


a 


OPERATING RIGHTS OF MOTOR CARRIERS v 


hundreds in number. He claimed that under the proposal in S. 1461 
the inadvertent failure by the carrier or one of its employees to com- 
ply even with a minor rule could result in immediate revocation of 
operating authority and destruction of a going business. 

The perilous position of a carrier which has had issued against. it 

such a sweeping order under section 204 (c) is further accentuated, the 

general coated asserted, by the fact that the Commission has held 
(Florence Lane-Revocation of permit, MC-—C-—808, decided February 
21, 1951, unreported) that such an order under section 204 (c) runs 
indefinitely. This means, according to him, that such a carrier would 
be in imminent danger of having its operating authority completely 
revoked at any time in the future for the slightest (and perhaps 
inadvertent) infraction of the rules with which it has been ordered. to 
comply. 

Your committee agrees with the assertions of the Interstate Com- 
merce Commission of the need for enactment of S. 1461 to amend 
section 212 (a) of the Interstate Commerce Act. In the opinion of 
the committee, the proposed amendments contained in the three 
provisions of the bill would give the Commission additional authority 
to be exercised in the public interest. 

More specifically, the committee believes that the ICC should 
certainly have authority to suspend or revoke operating rights for 
infringements of all the laws it administers rather than just those 
under part II of the act. Power to suspend such rights upon failure 
of the carrier to maintain in force the necessary insurance is, in the 
committee’s opinion, sound legislation. F urther, the committee does 
not share the motor carriers’ apprehensions of dire results to follow 
removal of the requirement that a carrier must have willfully dis- 
obeyed an ICC order of obedience following an initial willful violation 
of the law before operating rights can be revoked by the Commission. 
The committee believes that one willful violation is sufficient, 


III. AGENCY COMMENTS 


S. 1461 was introduced at the request of the Interstate Commerce 
Commission. The Chairman of the Commission testified in favor of 
its passage before the Surface Transportation Subcommittee. The 
Department of Justice wrote in regard to the bill that— 


since the subject matter thereof is not related to any of the 
activities of the Department of Justice, we would prefer not 
to offer any comment concerning it. 


The General Accounting Office commented that while the proposed 
legislation does not directly affect the functions of the GAO, the 
measure appears to be a beneficial one to which there is no objection. 


IV. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed i is shown in roman): 
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INTERSTATE ComMMERCE Act, AS AMENDED 
~ - ~ * # * * 


Sec. 212 (a). Certificates, permits, and licenses shall be effective 
from the date specified therein, and shall remain in effect until sus- 
pended or terminated as herein provided. Any such certificate, per- 
mit, or license may, upon application of the holder thereof, in the 
discretion of the Commission, be amended or revoked, in w hole or in 
part, or may upon complaint, or on the Commission’s own initiative, 
after notice and hearing, be suspended, changed, or revoked, in whole 
or in part, for willful failure to comply with any provision of this part, 
or with any lawful order, rule, or regulation [of the Commission 
promulgated thereunder] law fully promulgated by the Commission, or 
with any term, condition, or limitation of such certificate, permit, or 
license: Provided, however, That no such certificate, permit, or license 
shall be revoked (except upon application of the holder) unless the 
holder thereof [willfully] fails to comply, within a reasonable time, 
not less than thrity days, to be fixed by the Commission, with a lawful 
order of the Commission, made as provided in section 204 (c), com- 
manding obedience to the provision of this part, or to the rule or 
regulation of the Commission thereunder, or to the term, condition, 
or limitation of such certificate, permit, or license, found by the 
Commission to have been violated by such holder: And provided 
further, That the right to engage in transportation in interstate or 
foreign commerce by virtue of any certificate, permit, license, or any 
application filed pursuant to the provisions of section 206, 209, or 211, 
or by virtue of the second proviso of section 206 (a) or temporary au- 
thority under section 210a, may be suspended by the Commission, 
upon reasonable notice of not less than fifteen days to the carrier or 
broker, but without hearing or other proceedings, for failure to com- 
ply, and until compliance, with the provisions of section 211 (c), 215, 
217 (a), or 218 (a) or with any lawful order, rule, or regulation of the 
Commission promulgated thereunder. 
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FURLOUGH TRAVEL TAX EXEMPTION 
June 26 (legislative day, June 21), 1957.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 7954] 


The Committee on Finance, to whom was referred the bill (H. R. 
7954) relating to the exemption of furlough travel by service personnel 
from the tax on the transportation of persons, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means, which is as follows: 


GENERAL STATEMENT 


Under existing law, a 10-percent excise tax is levied on 
amounts paid for the taxable transportation of any person. 
Liability for the tax is imposed on the person paying for the 
transportation. 

An exemption from this tax presently is provided for per- 
sonnel of the United States Army, Air Force, Navy, Marine 
Corps, and Coast Guard (including authorized cadets and 
midshipmen) traveling in uniform of the United States at 
their own expense while on official leave, furlough, or pass, 
if they are traveling on round-trip tickets sold to them under 
special tariffs providing for fares of not more than 2.025 cents 
per mile. This exemption has been in effect without sub- 
stantive change since enactment of Public Law 878 (81st 
Cong.) on December 15, 1950. 

An amendment to this exemption now is necessary because 
effective July 1, 1957, the current round-trip rail tariffs for 
service personnel traveling under the stated conditions are to 
be increased to slightly more than 2.025 cents per mile. As 
a result, a change is required in the amount specified in the 
transportation tax exemption for service personnel if this ex- 
emption is to be effective after July 1, 1957. Your commit- 
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tee believes that the tax relief now provided for such travel 
is eminently desirable, and that action should be taken to 
prevent the existing orem} from becoming ineffectual. 

To accomplish this, the bill, H. R. 7954, will amend section 
4263 (e) of the Internal Revenue Code by setting the mileage 
rate limit on fares eligible for the exemption described above 
at 2.5 cents per mile. It is understood that while most of the 
new special tariffs will provide fares of 2.25 cents or 2.277 
cents per mile, the rate in a few instances will be 2.475 cents. 
Adopting a limit of 2.5 cents per mile will assure the avail- 

ability of exemption to all service personnel for round-trip 
furlough travel under the prescribed conditions 

Your committee is unanimous in favorably reporting this 
bill. 

CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 

Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


INTERNAL ReveNvE Cope or 1954 


Sec. 4261. Imposition of tax. 


(a) Amounts Parp Wiruin THe Unirep Statses.—There is hereby 
imposed upon the amount paid within the United States for taxable 
transportation (as defined in section 4262) of any person by rail, motor 
vehicle, water, or air a tax equal to 10 percent of the amount so paid. 

(b) Amounts Parp Ovursips rus Unirep Srares.—There is hereby 
imposed upon the amount paid without the United States for taxable 
transportation (as defined in section 4262) of any person by rail, motor 
vehicle, water, or air, but only if such transportation begins and ends 
in the United States, a tax equal to 10 percent of the amount so paid. 


ca * * * + * » 
Sec. 4263. Exemptions. 
» * + * * + * 


(e) MemBers ofr THE ARMED Forces.—The tax imposed by section 
4261 shall not apply to the payment for transportation or facilities 
furnis ied under special tariffs providing for fares of not more than 
[2.025] 2.4 cents per mile applicable to round-trip tickets sold to 
personnel of the United States Army, Air Force, Navy, Marine Corps, 
and Coast Guard traveling in uniform of the U nited States at their 
own expense when on official leave, furlough, or pass, including author- 
ized cadets and midshipmen, issued on presentation of properly 
executed certificate. 0 
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LEGISLATIVE APPROPRIATION BILL, 1958 





JUNE 26 (legislative day, June 21), 1957.—Ordered to be printed 


Mr. Srennis, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 7599} 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 7599) making appropriations for the legislative branch for the 
fiscal year ending June 30, 1958, and for other purposes, report the 
same to the Senate with various amendments and present herewith 
information relative to the changes made. 


Amount of bill as passed House__..........-.-.---- :. 78,370, 285 
Amount of increase by Senate committee__........--- 26, 474, 375 

Amount of bill as reported to Senate__......._--- 104, 844, 660 
Amount of appropriations, 1957.._.........-..-..---- 119, 049, 798 


Amount of regular and supplemental Budget estimates 
FO Acne c tke dbbddabek bd dekwke dvetebae anda kat 108, 271, 443 


The bill as reported to the Senate— 


Under the estimates for 1958__._.-.._...------- 3, 426, 783 


Under the appropriations for 1957_........------ 14, 205, 138 
GENERAL STATEMENT 


The bill provides for the legislative branch $104,844,660, which is 
$26,474,375 in excess of the amount proposed by the House, $3,426,783 
under the budget estimates and $14,205,138 under the appropriations 
for the fiscal year 1957. The large increase over the House bill is due 
to the fact that following the practice adopted by the House no action 
by that body was taken on purely Senate items. This accounts for 
the total increase. 
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SENATE 
OFFICE OF THE SERGEANT AT ARMS AND DooRKEBPER 


The committee recommends an appropriation of $1,760,940 for 
salaries in the Office of the Sergeant at Arms and Doorkeeper, which 
is $5,170 in excess of the appropriation for 1957 and $4,505 in excess 
of the budget estimates. The increase is due to certain salary adjust- 
ments. The paragraph covering the Office of the Sergeant at Arms 
and Doorkeeper reads as follows: 

For Office of the Sergeant at Arms and Doorkeeper, $1,760,940: Provided, That 
effective July 1, 1957, the basic annual compensation of the following positions 
shall be: Editor and printer, $4,020, in lieu of $3,000; 3 cabinetmakers at $2,700 
each in lieu of $2,640 each; finisher, $2,700 in lieu of $2,640; upholsterer, $2,700, 
in lieu of $2,640; superintendent, service department, $6,060, in lieu of $4,800; 
foreman, repairman, $2,820, in lieu of $2,760; repairman, $2,640, in lieu of $2,580; 
repairman, $2,520, in lieu of $2,460. 


Agency CONTRIBUTIONS 


The committee has denied the direct appropriation of $970,000 for 
payment of agency contributions, and has written into the bill a 
provision requiring the appropriation ‘Salaries, officers and employees”’ 
to absorb the payment of such contributions. 


REPORTING SENATE PROCEEDINGS 


The committee recommends an appropriation of $188,825 for 
reporting debates and proceedings of the Senate which is $18,575 in 
excess of the appropriations for 1957 and $7,575 in excess of the 
budget estimates. ‘The increase of $18,575 allowed will enable the 
official reporters to pay agency contributions and to fix the salaries 
of the official reporters of debates at $14,800 per annum each. 


INQUIRIES AND INVESTIGATIONS 


It is recommended by the committee that the amount for Inquiries 
and Investigations be fixed at $2,650,000 which is $170,000 below 
the amount available for the fiscal year 1957 and $150,000 below the 
budget estimate. 

PostaGe STAMPS 


The committee recommends an appropriation of $725 for postage 
stamps for the Office of Sergeant at Arms and Doorkeeper of which 
$500 is to be added to the Senate post office revolving stamp account. 
Effective July 1, 1957, postal fees on special services are going to 
increase from 20 to 50 percent and in order to keep the stock of 
stamps and other peelad supplies at a level sufficient to meet the 
demands it will be necessary to increase the revolving stamp account 
by $500. 

LEGISLATIVE COUNSEL OF THE SENATE 


The committee recommends an appropriation of $187,385 for the 
Legislative Counsel of the Senate and has written language in the 
bill fixing the salary of the Legislative Counsel of the Senate at $17,500 
gross and the salaries of 3 employees to be designated as senior 
counsel at $15,500 gross per annum each. 
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Joint CoMMITTEE ON ReEpwucTION or NONESSENTIAL FEDERAL 
EXPENDITURES 


The committee recommends an appropriation of $22,500 for the 
Joint Committee on Reduction of Nonessential Federal Expenditures, 
This is the same amount that was made available for this committee 
for the current fiscal year. 


ARCHITECT OF THE CAPITOL 
CapiroL BuILDINGs 


For the appropriation entitled “Capitol Buildings” the committee 
recommends an appropriation of $901,800 which is an increase of 
$4,700 over the House bill and is the amount of the budget estimate. 
This additional amount is necessary for the employment of one more 
elevator mechanic. Two additional elevators have been installed in 
the Senate wing of the Capitol during the past year. Eleven elevator 
units are now being installed in the additional Senate Office Building 
— will be adding to the responsibility of this force during the coming 

ear. At the present time a force of 2 elevator mechanics and 3 
hee are financed from this appropriation. 

In addition, this ees provides for the structural and 
mechanical care of the Capitol; operation of the mechanical equip- 
ment; domestic care of the central portion, care of Statuary Hall and 
the works of art throughout the building; maintenance and operation 
of the electrical substation and transformer stations in the Capitol, 
Senate and House Office Buildings and maintenance of the grounds 
lighting systems. 

Cariro, GRouNDS 


SANITARY-STORM WATER SEWER 


The appropriation act for the fiscal year 1957 contained $650,000 
for construction of a combined sanitary-storm water sewer extending 
from the additional Senate Office Building to the existing sewer cross- 
ing Constitution Avenue just west of New Jersey Avenue. The new 

sewer is required not only to provide proper drainage for the additional 

Senate Office Building but also to alleviate present inadequate drain- 
age conditions in connection with the existing buildings on Capitol 
Grounds. Obligations totaling $592,002 on the project have been 
incurred and it is estimated that additional obligations, totaling $1,500 
will be incurred during the remainder of the fiscal year 1957, leaving 
an unobligated balance of $56,498. In order to carry the work to 
completion, it is necessary that $56,000 be continued available and the 
committee has included language in the bill to accomplish this. 


SUBWAY TRANSPORTATION 


The committee recommends an appropriation of $4,500 for subway 
transportation. This is the amount of the budget estimate and a 
decrease of $2,100 under the appropriation for the fiscal year 1957. 
An amount of $3,700 is required for the annual overhauling of cars, 
$350 for supplies and materials such as paint, rubber matting, brake 
lining, hardware, etc., and $450 for replacement of tools and equip- 
ment such as starters, motors, and electrical equipment. 
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Senate Orrice Buripine 


The committee recommends an appropriation of $1,320,400 which 
is a reduction of $41,200 in the budget estimate and an increase of 
$54,800 over the appropriation for the fiscal year 1957. The 1957 
appropriation contained sums for replacement of lighting fixtures and 
other items which were of a nonrecurring nature. 

An increase of $258,800 was requested under this head to finance 
the employment of 142 additional employees to staff the additional 
Senate Office Building for the period from January 1, 1958, to June 
30, 1958. The cost for these employees was estimated to be $241,200 
and in addition $5,000 was requested for supplies and materials and 
$12,600 for maintenance equipment. The committee has approved 
the amount for supplies and materials and the amount for maintenance 
equipment but has reduced the amount for additional staff to $200,000. 

Language has been included in the bill continuing available until 
expended, an unexpended balance from the 1957 fiscal year appro- 
priation amounting to $87,000. ‘These funds are required to complete 
the program of replacement of lighting fixtures. 


ADDITIONAL SENATE Orrice BUILDING 


The committee recommends an appropriation of $2,846,000 for the 
continuing of construction and equipment of an additional Senate 
Office Building, which is the amount of the budget estimate. Lan- 
guage has also been included in the bill increasing the limit of cost of 
the building from $20,600,000 to $23,446,000, an increase of $2,846,000, 
the amount of the additional appropriation. 

Obligations totaling $20,161,446 have been incurred to May 1957, 
The principal contracts remaining to be let are for the construction 
of two pedestrian tunnels between the old and new Senate Office 
Buildings and the construction of a subway and subway transportation 
system between the Senate Office Buildings and the Capitol Building 
at a total estimated cost of $2,750,000 for the subway and subway 
transportation system, and $534,554 for the pedestrian tunnels, 
building construction work, administration and contingencies or, a 
grand total of $3,284,554. 


PURCHASES IN THE OpEN MARKET 


The committee recommends language in the bill authorizing pur- 
chases of supplies and equipment and the procurement of services 
without the necessity of competitive bid procedures when the aggre- 
gate amount in any instance does not exceed $1,000. Under existing 
law, the limit is fixed at $500 in any instance. Increasing the limita- 
tion should result in more efficiency and eliminate delay incident to 
the preparation of specifications, public advertising and the letting of 
formal contracts for small jobs within this price range. A substantial 
amount of paper work in the Architect’s Office should be eliminated. 


LIBRARY OF CONGRESS 


For the Library of Congress, the committee recommends an appro- 
riation of $11,647,500, the same amount as recommended by the 
louse of Representatives. This is $119,263 under the budget esti- 
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mates and a total of $1,009,892 over the appropriations for the fiscal 
year 1957. ‘The increase above 1957 is accounted for approximately 
as follows: $700,693 for such items as retirement funds contributions, 
formerly financed in an appropriation to the Civil Service Commission, 
within-grade promotions, pay in excess of 52-week base, life-i -insurance 
contributions and grade reclassifications; $97,231 for other increased 
operating costs, including price increases on materials acquired, 
expansion of the books for the blind program, etc.; and $213,318 for 
additional positions in the basic operations of the Library, the Legis- 
lative Reference Service, the Division of Catalog Cards and the 
division handlings books for the blind. 


GOVERNMENT PRINTING OFFICE 
PRINTING AND BINDING 


The committee recommends an appropriation of $10,000,000 for 
printing and binding which is the amount of the budget estimate and 
the amount recommended in the House bill. This sum is required to 
finance cost of printing and binding required for the use of Congress, 
for the printing, binding and distribution of the Federal Register and 
for printing and binding supplements to the Code of Federal Reg- 
ulations. 

SUPERINTENDENT OF DocuMENTS 


For this office, the committee recommends an appropriation of 
$3,175,000 which is a reduction of $6,900 in the budget estimate and 
the same amount recommended in the House bill. The sum allowed is 
$184,600 over the appropriation for the fiscal year 1957, and is to cover 
mandatory items such as retirement contributions and within-grade 
salary advancements and miscellaneous operating expenses associated 
with an increasing volume of business handled by the Office. 


GENERAL PROVISIONS 


It is recommended that the following provision be added to the bill: 


Sec. 105. The appropriations, authorizations, and authority with respect thereto 
tn this Act shall be available from July 1, 1957, unless otherwise provided, for the 
purposes provided in such appropriations, authorizations, and authority. All obliga- 
tions incurred during the period between June 30, 1957, and the date of enactment of 
this Act in anticipation of such appropriations, authorizations, and authority are 
hereby ratified and confirmed if in accordance with the terms hereof. 
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INCREASES AND LIMITATIONS 


The changes recommended by the committee in the amounts of 
the House bill are as follows: 
Senate: 


Salaries and expense allowance of Senators and the Vice 
President: 


Compensation of Senators__............-...-..--.--. $2, 328, 245 
Mileage of the President of the Senate and of Senators__ 51, 000 
Expense allowance for the majority and minority leaders 

OE the Bensed Sc. Ao aoe bi cn en ce kkn cee ccundak ake 4, 000 
Compensation of the Vice President of the United States__ 37, 695 
Expense allowance of the Vice President._.....:..-.--- 10, 000 


Total, salaries and expense allowance of Senators and 














the Vieo Prafident: J... ow ee SS SS 2, 430, 940 
Salaries, officers and employees: 
Vice President’s Office: Clerical assistance........... 2 101, 925 
I a a ee ee 5, 000 
COO GE CRO BOCROUNCs cb dcn ks ccwdccs nck vdencdenksaen 572, 915 
Committed GMpimiyete sk. J o..b cn cdensccnsducbaondicos 2, 030, 650 
Conference committees: 

Missomty, Gletiens ONOTI. ook hccactdunc Gee 40, 000 
Minosity, enerieal GG1OT1GS. ... 5.3 cnn cevedaunsusse 40, 000 
Administrative and clerical assistance to Senators____._- 9, 640, 000 
Office of Sergeant at Arms and Doorkeeper, salaries_____ 1, 760, 940 

Offices of the secretary for the majority, and the secretary 
for the minority, salaries... ....................... 94, 950 
Offices of the majority and minority whips............- 20, 045 
Total, salaries of officers and employees_............ 14, 306, 425 

Contingent expenses of the Senate: 

Legislative reorganisatéon..........coccdcccsesecccvea 106, 500 
Senate policy committees... 2.6. cusecsccccucecnuchee 223, 650 
Joint Eoonomic Committee.-.....- cece ccscccce 143, 360 
Joint Committee on Atomic Energy......-...-...-.--. 234, 385 
soint Committee on Printing... 2.25 .enscdnecdococuas 66, 840 
Committee on Rules and Administration. .........___- 32, 990 
Vice President’s automobile____............-..- 7, 600 
Automobile for the President pro tempore__.........-.. 7, 100 
Automobiles for majority and minority leaders........- 14, 200 
Reporting Senate proceedings.................---..-. 188, 825 
Ui 8 oot acs cb ede askve hac bonkacwk bade 31, 190 
Inquiries anfl investigations._................-.-..-..- 2, 650, 000 
PONE COCUMORIR. 66 5b Bde c Badd a cacubeioaana 29, 000 
Benkte remeurats.....<5.0snoacnee ctwescecskaneaies 85, 000 
DO0Ot WENN... 2522. dbus cosuduease sent ane 16, 560 
BEG nGOUN 1G... 8 ode od dade hhodewccichboneukes 1, 455, 000 
PORNED COMME incine cinch cdecdpehandadoctdbbhiccudho 40, 275 
IAROMGIE: .5 oo. ccendedns Bb udhndeatadacouebameceune 187, 500 
ComMmMUuniGaGons.. «nis aneud<in<ncetsdaccduebewcasnd 14, 550 
total, contingénl expeline.. on... os de ccnnebacceces 5, 534, 525 
Pe I od chit ois tin ak ic din cbc 22, 271, 890 
Deira: Get. | 8k cn eee eee 4, 385 

Joint Committee on Reduction of Nonessential Federal 
ss ee ee ee eee 22, 500 
oe Eee eee ee eee 4, 175, 600 


Gree Wetee, GRIN... icc ncducandinakunaben 26, 474, 375 
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Calendar No. 543 


85TH CONGRESS SENATE Report 
1st Session No. 534 








AMENDING THE ACT OF AUGUST 11, 1955, TO EXTEND THE TIME 
DURING WHICH ANNUAL ASSESSMENT WORK ON UNPATENTED 
MINING CLAIMS SUBJECT TO THAT ACT MAY BE MADE 


JUNE 26 (legislative day, JuNE 21), 1957.—Ordered to be printed 





Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 4748] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4748) to amend the act of August 11, 1955, to 
extend the time during which annual assessment work on unpatented 
mining claims subject to that act may be made, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


H. R. 4748, if enacted, would extend the time during which annual 
assessment work (100 minimum) may be performed on unpatented 
mining claims based on the discovery of uraniferous lignite. The bill 
would permit assessment work required to be completed by 12 o’clock 
meridian July 1, 1957, to be performed on such claims during the 
next assessment year ending July 1, 1958. 

Both the author of H. R. 4748, Representative Berry, and the 
spokesman for the Department of the Interior noted that those 
mining claimants who deferred assessment work due July 1, 1956, 
pursuant to Public Law 636, 84th Congress, and who also defer 
assessment work due July 1, 1957, should H. R. 4748 be enacted, 
would be required to perform all such deferred assessment work as 
well as that required for the current year (1957-58), or a minimum 
of $300 worth of assessment work, by 12 o’clock meridian July 1, 1958, 
to keep them valid. 


JUSTIFICATION FOR EXTENSION 


An economic process for the recovery of uranium from lignites has 
not yet been developed. However, the Atomic Energy Commission 
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has been performing studies and is engaged in pilot-plant work to 
develop such a process. Extensive investigations are also being con- 
ducted by private organizations for the same purpose. ‘The results of 
these investigations are expected to be known within a year. 

The report of the Atomic Energy Commission points out that— 


* * * Many of the miners and prospectors holding uranif- 
erous lignite claims validated or staked pursuant to the act 
of August 11, 1955, are uncertain as to whether there is, or 
will be, a market for their ore. They have no assurance that 
additional expenditures in development of their mining 
properties are warranted. 

In view of the foregoing situation, the proposed legislation 
appears to be desirable and equitable. * * * 


Both Congressman Berry, author of H. R. 4748 and Senator Case 
of South Dakota, author of S. 1354, companion legislation, have given 
assurances that they will not in the future introduce legislation further 
extending the time in which assessment work on these particular 
uraniferous-lignite claims may be performed. 

In view of these assurances, and the fact that the claims were located 
through encouragement by the Atomic Energy Commission, and the 
further fact that the Atomic Energy Commission says, ‘“They [the 
claim holders] have no assurance that additional expenditures in de- 
velopment of their mining properties are warranted,” until the Atomic 
Energy Commission completes its pilot-plant studies to develop an 
economic process for the recovery of uranium from the lignite, the 
committee recommends passage of H. R. 4748. 

The committee believes that under the circumstances indicated 
above there is justification for giving further special treatment in this 
case, and nothing would be lost by permitting the annual assessment 
work on the claims in question to be deferred until July 1, 1958. 

No expenditure of Federal funds is authorized or inv olved in this 
legislation. 

AGENCY REPORTS 


The favorable reports of the Department of the Interior and the 
Atomic Energy Commission are set forth following: 


Atomic Enrercy CoMMIssIOoN, 
Washington, D. C., May 81, 1957. 
Hon. Cratr ENGLE 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. Enate: In accord nce with the request contained in 
your letter of April 30, 1957, we have prepared the enclosed report on 
H. R. 4748, to amend the act of August 11, 1955, to extend the time 
during which annual assessment work on unpatented mining claims 
subject to that act may be made. 

The Bureau of the Budget has advised us that it has no objection 
to the submission of this report. 

Sincerely yours, 
R. W. Cook, 
Deputy General Manager. 
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REPORT ON H. R. 4748 


Reference: Letter dated April 30, 1957, received from Congressman 
Clair Engle, chairman, Committee on Interior and Insular Affairs, 
House of Representatives, requesting an expression of our views 
on the proposed legislation. 

The proposed legislation pertains to mining claims based upon a 
discovery of a valuable source material in public lands classified as or 
known to be valuable for coal and applies particularly to the uranif- 
erous lignites. Provision was made for these claims under the act of 
August 11, 1955, Public Law 357 of the 84th Congress. By Public 
Law 636, of the 84th Congress, approved June 29, 1956, the time 
within which annual assessment work for the period commencing 
July 1, 1955, had to be performed on unpatented mining claims 
validated pursuant to section 2 of the act of August 11, 1955, was 
extended until July 1, 1957. H. R. 4748 proposes to amend the 
act of June 29, 1956, in order to further extend the period for perform- 
ing annual assessment work on these claims for an additional 12 
months commencing July 1, 1957, and also to provide that the time for 
performance of annual assessment work on any other unpatented 
mining claims subject to the act of August 11, 1955, for the period 
commencing July 1, 1956, is extended to July 1, 1958. 

The Atomic Energy Commission is degenla performing studies and 
is engaged in pilot-plant work at Grand Junction, Colo., to develop 
an economic process for the recovery of uranium from the lignites. 
Extensive investigations are also being conducted by private organi- 
zations for the same purpose. Significant results of the AEC work 
and of the private investigations are not expected until after July 1, 
1957. 

Consequently, many of the miners and prespectors holding uranifer- 
ous lignite claims validated or staked pursuant to the act of August 
11, 1955, are uncertain as to whether there is, or will be, a market for 
their ore. They have no assurance that additional expenditures in 
development of their mining properties are warranted. 

In view of the foregoing situation, the proposed legislation appears 
to be desirable and equitable. In the absence of such relief, mining 
claims located as a result of considerable effort might be lost through 
failure to make expenditures for assessment work prior to July 1, 
1957. Apparently the holders of these claims are in many cases not 
in a position to make such expenditures on the gamble that a market 
may develop for the uraniferous lignites. The claims held by these 
parties might have susbtantial value within a few months after July 1, 
1957, as the result of the construction of a private processing mill. 
Unless H. R. 4748 becomes law, if an economic process for recovering 
uranium from lignite is developed, third parties, including the com- 
panies making the decision to build a mill or mills would be in a good 
position to relocate the abandoned claims and thus with little or no 
expense benefit from the original locator’s efforts. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 27, 1957. 
Hon. Crain EnNGre, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D, C. 


Dear Mr. Encte: This is in reply to your request for the views 
of this Department on H. R. 4748, a bill to amend the act of August 11, 
1955, to extend the time during which annual assessment work on 
unpatented mining claims subject to that act may be made. 

We would not object to the enactment of H. R. 4748. 

The act of August 11, 1955 (69 Stat. 679; 30 U. S. C., sees. 541- 
541i), provides for the entry and location, on discovery of a valuable 
source material, of public lands which are classified as or known to be 
valuable for coal. With respect to unpatented mining claims vali- 
dated under section 2 of the act of August 11, 1955, that act, as orig- 
inally passed, required that labor had to be performed or improve- 
ments had to be made pursuant to section 2324 of the Revised Statutes 
(30 U.S. C., sec. 28), by noon on July 1, 1956. The act of June 29, 
1956 (70 Stat. 438, Public Law 636, 84th Congress), extended that 
period until noon, July 1, 1957. H. R. 4748 would amend the 1956 
act in two respects. ‘The period for compliance with the assessment 
requirements for the year beginning July 1, 1955, with respect to the 
unpatented claims validated under section 2 of the 1955 act would be 
extended for yet another year, to July 1, 1958. There would also be 
added to the 1956 act a new subsection which would extend to July 1, 
1958, the time during which the assessment work required under sec- 
tion 2324 of the Revised Statutes with respect to any other unpatented 
mining claim subject to the 1955 act would have to be accomplished 
for the period beginning on July 1, 1956. 

As a general proposition this Department does not favor a liberal- 
ization of the requirements for assessment work on mining claims, 
No one should be entitled to the possession of public lands under the 
provisions of the mining laws, if he does not actively prospect for and 
develop the minerals in those lands. Our report to your committee, 
dated June 22, 1956, on H. R. 10872 of the 84th Congress, which 
became the act of June 29, 1956, made our views on the general proposi- 
tion of the liberalization of requirements for assessment work quite 
clear. Your committee in its report on that bill expressed similar 
views, stating that it had been “‘hesitant to recommend any extension 
of time for the completion of assessment work on mining claims” 
and that its favorable recommendation on H. R. 10872 was “‘not to be 
regarded as setting any precedent” (H. Rept. 2501, 84th Cong., 2d 
sess., 3 (1956)). The existence of unusual circumstances must be 
shown before we can favor the enactment of a bill liberalizing assess- 
ment work. 

An unusual situation justifying a liberalization of the existing law 
does exist with respect to mining claims based on the discovery of 
uraniferous lignite. Efforts have been made to perfect a process for 
the economic extraction of uranium from the low-grade lignite. To 
the best of our knowledge, however, such a process has not yet been 
developed. If this is true, these claims have no actual value at this 
time. The Atomic Energy Commission may be able to give you later 
information on the progress which has been made in the perfection 
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of the necessary process. If an economic process for the extraction 
of uranium from lignite has not yet been developed, we would not 
object to a relaxation of the requirements for assessment work on 
these claims. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your Committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends that 
H. R. 4748 be enacted. 


CHANGES IN EXISTING LAW 


In compliance with subsections (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or JuNE 29, 1956 (705 Srat. 438) 


That (a) the time during which labor must be performed, or im- 
provements made, pursuant to the provisions of section 2324 of the 
Revised Statutes of the United States (30 U. S. C. 28), on any un- 
patented mining claim validated under section 2 of the Act of August 
11, 1955 (Public Law 357, Eighty-fourth Congress, 69 Stat. 679) for 
the period commencing July 1, 1955, is hereby extended until the hour 
of 12 o’clock meridian [July 1, 1957] July 1, 1958. 

(b) The time during which labor must be performed, or improvements 
made pursuant to the provisions of section 2324 of the Revised Statutes of 
the United States (80 U. S. C. 28), on any other unpatented mining 
claim subject to the Act of August 11, 1955 (Public Law 357, Eighty- 
fourth Congress; 69 Stat. 679; 30 U. S. C. 541-5411), for the period 
commencing July 1, 1956, is hereby extended to 12 o’clock meridian, 
July 1, 1958. 

O 
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JuNE 26 (legislative day, June 21), 1957.—Ordered to be printed 


Mr. Hit, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany S. 518] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 518) to amend the Federal Employees Compensation Act 
to provide compensation for employees of the United States suffering 
injuries from war-risk hazards or during detention by a hostile force 
or person, having considered the same report favorably thereon with 
an amendment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof 
the following: 

That Section 5 (b) of the Act of July 28, 1945 (ch. 328, 59 Stat. 505), as amended, 
is further amended by deleting the words “July 1, 1957” and inserting in lieu 
thereof “July 1, 1958”. 

The permanent legislation embodied in the original text of S. 518 
makes a number of significant changes in existing temporary legislation. 
At present, the committee desires additional time to study the effect 
and desirability of the recommended changes. Since the temporary 
legislation expires on July 1, 1957, the committee proposes that the 
bill be amended to provide for a 1-year extension of the existing legis- 
lation. 

PURPOSE OF THE BILL 


The purpose of S. 518, as introduced, is to amend and make per- 
manent the provisions contained in section 5 (B) of Public Law 161, 
79th Congress, as amended (59 Stat. 505, 15 U. S. C. 801 (1952 ed.)) 
which extends the Federal Employees’ Compensation Act, as amended 
(39 Stat. 742), to provide workmen’s compensation benefits to Federal 
civilian employees who suffer injury or death during a period of 
detention by an enemy force. 
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DESCRIPTION OF SECTION 5 (B) OF PUBLIC LAW 161, 799TH CONGRESS, AS 
AMENDED (59 STAT. 505, 5 U. S. C., SEC. 801 (1952 ED.)) 


This legislation applies to employees of the United States whose 
employment requires that they work and temporarily live great 
distances from their permanent residences. It extends the benefits 
of the Federal Employees’ Compensation Act to such employees if 
they are captured by the enemy and are injured or killed while under 
enemy detention, whether or not at the time of capture they were 
engaged in the course of their employment. This provision was first 
enacted in 1945, continued as wartime legislation until 1952, and has 
been extended from year to year since then. 


EXECUTIVE COMMUNICATION 


The Department of the Army, representing the Department of 
Defense, by communication dated January 3, 1957, requested legis- 
lation amending and making permanent Public Law 161, 79th Con- 
gress, as amended. The proposal was embodied in the original text 
of H. R. 6523. The communication from the Department of the Army 
is appended hereto. 

JANUARY 3, 1957. 
Hon. Ricuarp M. Nixon, 
President of the Senate. 


Dear Mr. Presipent: There is forwarded herewith a draft of legis- 
lation to amend the Federal-Employees’ Compensation Act to provide 
compensation for employees of the United States suffering injury 
from war-risk hazards or during detention by a hostile force or person. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

A second proposal which is similar in nature, entitled “A bill to 
amend the act of December 2, 1942, and the act of August 16, 1941, 
relating to injury, disability, and death resulting from war-risk haz- 
ards and from employment, suffered by employees of contractors of 
the United States, and for other purposes”, which relates to non- 
Federal employees, is being forwarded with this proposal. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to extend, amend, and 
make permanent statutes relating to benefits available to certain 
civilian personnel for injury, death, or detention resulting from war- 
risk hazards, and to remedy certain inequities and administrative 
problems which have arisen in connection with the past use of these 
benefits. The temporary provisions of law concerning war-risk haz- 
ards terminate on July 1, 1957. Under the provisions of the proposed 
bill a permanent statutory authority would be established with respect 
to the benefits granted to direct hire employees customarily engaged to 
support the military forces of the United States in overseas areas. 
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A major factor in recruiting competent personnel for overseas duty 
is the protection offered for the unusual risk of life or limb. This con- 
cern over physical safety remains strong as a result of the fate suffered 
by civilians employed at Pearl Harbor, Guam, Wake Island, and the 
Philippines at the outset of World War II. In time of actual hostilities 
Congress adopted a temporary wartime policy, retroactive in nature, 
that the United States should assume the liability involved in such 
risks for certain groups of civilian employees in overseas areas. The 
experience of the military departments since 1941 indicates need for a 
continuing and expanded national policy on this subject. This pro- 
posal is-made to meet that need and provides for the following: 

(a) It provides coverage on a 24-hour basis for any persons who are 
employed outside the continental United States, or in Alaska or the 
Canal Zone, and for any persons living in the vicinity of the place of 
employment solely because of such employment. 

(b) It provides coverage for any persons who are not lving in the 
vicinity of the place of employment because of such employment when 
the persons are injured or captured while engaged in the course of 
employment. 

This proposal amends the Federal Employees’ Compensation Act 
(39 Stat. 742) and repeals section 5 (b) of the act of July 28, 1945 
(59 Stat. 505), as amended (5 U.S. C. 801). 


COST AND BUDGET DATA 


The fiscal implications of this proposal cannot be estimated accu- 
rately since its operation is dependent upon contingencies which 
cannot be forecast. 

Sincerely yours, 
(Signed) Wiiper M. Brucker. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of Rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Section 5 (b) oF THE Act oF JULY 28, 1945 


(Public Law 161, 79th Cong., 59 Stat. 505, 15 U. S. C. 801) 


aa 

(b) In any case where an employee employed by the United States 
within the purview of such Act or any extension thereof suffers disa- 
bility or death after capture, detention, or other restraint, by an 
enemy of the United States, during the present war and until [July 
1, 1957] July 1, 1958, such disability or death shall in the administra- 
tion of such Act be deemed to have resulted from injury occurring 
while in the performance of duty, whether or not the employee was 
engaged in the course of his employment when taken by the enemy: 
Provided, That this subpragraph shall not apply in the case of any 
person (1) whose residence is at or in the vicinity of the place from 
whence he was thus taken, and (2) who was not living there solely 
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by virtue of the exigencies of his employment, unless such person 
was so taken while he was engaged in the course of his employment: 
Provided further, That compensation for disability or death shall not 
be paid during any period of time during which the disabled person 
(or the dependents of such person, or any one of them) should receive 
or be entitled to receive any pay, other benefit, or gratuity from the 
United States on account of detention by the enemy or by reason 
of the same disability or death, unless such pay, benefit, or gratuity 
is refunded or renounced. The term “enemy” as used in this sub- 
section means any nation, government, or force engaged in armed 
conflict with the Armed Forces of the United States or of any nation, 
government, or force participating with the United States in any 
armed conflict. 
O 
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AMENDMENTS TO THE WAR-HAZARDS ACT 
June 26 (legislative day, Jun 21), 1957.—Ordered to be printed 


Mr. Hitt, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany §S. 519] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 519) to amend the act of December 2, 1942, and the act of 
August 16, 1941, relating to injury, disability, and death resulting 
from war-risk hazards and from employment, suffered by employees of 
contractors of the United States, and for other purposes, having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 

That section 201 of the Act of December 2, 1942 (ch. 668, 56 Stat. 1033), as 
amended, is further amended by deleting the words “July 1, 1957” and inserting 
in lieu thereof ‘July 1, 1958”. 

The permanent legislation embodied in the original text of S. 519 
makes a number of significant changes in existing temporary legisla- 
tion. At present, the committee desires additional time to study the 
effect and desirability of the recommended changes. Since the tempo- 
rary legislation expires on July 1, 1957, the committee proposes that 
the bill be amended to provide for a 1-year extension of the existing 
legislation. 

PURPOSE OF THE BILL 


The primary purpose of S. 519, as introduced, is to amend and 
make permanent the provisions contained in Public Law 784, 77th 
Congress (56 Stat. 1028; 42 U. S. C. 1701-1706, 1711-1717 (1952 
edition)), which provides compensation benefits for certain employees 
of the United States, or contractors with the United States, for injury 
or death proximately resulting from war-risk hazards as defined 
therein. As the appended executive communication from the Depart- 
ment of the Army, representing the Department of Defense, indicates, 
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legislation of this type has been in effect since World War II and is 
believed essential to effective recruitment of competent personnel for 
important overseas employment. 


DESCRIPTION OF PUBLIC LAW 784, 77TH CONGRESS, AS AMENDED 


This statute provides compensation for injury, death, or capture of 
certain persons employed outside the country by the United States 
directly or by contractors of the United States when the injury is 
caused by a war-risk hazard. The types of military and enemy action 
constituting war-risk hazards are specified in detail in section 201 
(42 U.S. C., see. 1711 (1952 edition)) of the act. The significance 
of this legislation is that such employees who are victimized by a 
war-risk hazard are eligible for compensation even though at the time 
of their injury they were not actually engaged in the course of their 
employment. Also, if such employees are captured by enemy forces, 
these laws provide compensation payments to dependents during 
enemy detention. This legislation was enacted in 1942 to compen- 
sate retroactively for the many cases of personal injury and death of 
employees of Government contractors, particularly at Pearl Harbor, 
Guam, Wake Island, and the Philippine s, and to provide for future 
similar tragedies. As wartime legislation, it was effective until 1952 
and has been extended from year to vear sinee then. 


EXECUTIVE COMMUNICATION 


The Department of the Army, representing the Department of 
Defense, by communication dated January 3, 1957, requested legis- 
lation amending and making permanent Public Law 784, 77th Con- 
gress, as amended. The proposal was embodied in the original text 
of H. R. 3373. The communication from the Department of the 
Army is appe ende d hereto. 


DEPARTMENT OF THE ARMY, 
Vi ashington, D. C., January 8, 1957. 
Hon. Ricuarp M. Nrxon, 
President of the Senate. 

Dear Mr. Presipent: There is forws irded herewith a draft of legis- 
lation, to amend the act of December 2, 1942, and the act of August 16, 
1941, relating to injury, disability, - death resulting from war-risk 
hazards and from employment, suffered by employees of contractors 
of the United States, and for other purposes. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to extend, amend, and 
make permanent temporary statutes relating to benefits available to 
certain civilian personnel for injury, death, or detention resulting from 
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war-risk hazards, and to remedy certain inequities and administrative 
problems which have arisen in connection with past use of those 
benefits. The temporary provisions of law concerning war-risk 
hazard benefits will terminate July 1, 1957. 

Under the provisions of the proposed bill permanent policy would 
prevail with regard to the benefits granted to four groups of civilian 
employees customarily onganee to support the military forces of the 
United States in overseas area These four groups and their relation- 
ship to the Government may be identified as follows: 

(a) Persons engaged by contract: Individuals engaged under 
contracts for personal services, under special provisions of law 
permitting exceptions from normal civil-service appointment and 
compensation requirements; paid from appropriated funds on 
contract payment vouchers; 

(6) Employees of contractors: Engaged as employees of a pri- 
vate enterprise under laws and other conditions of employment 
pertinent thereto and paid by the contractor-employer who is 
under contract with the United States; 

Employees of instrumentalities maintained for the mental, 
physical, and morale improvement of personnel of the Depart- 
ment of Defense and their dependents: Engaged as work force 
for officers’ clubs, exchanges, motion-picture service and similar 
activities; not regarded as civil-service personnel and paid from 
nonappropriated funds; and 

(d) Employees of the American Red Cross. 

There is general agreement that a major factor in recruiting com- 
petent personnel for overseas duty in any of the above capacities is the 
protection offered for unusual risk of life or limb. This concern over 
physical safety remains strong as the result of the fate suffered by 
civilians employed at Pearl Harbor, Guam, Wake Island, and the 
Philippines. In time of actual hostilities (a retroactive measure), 
Congress adopted a temporary wartime policy that the United States 
should assume the liability involved in such risks for certain groups of 
civilian employees in overseas areas. The experience of the military 
departments since 1941 indicates need for a continuing and expanded 
national policy on this subject to be available when the contingency 
arises. ‘The present state of the law is such that seven different 
statutes must be consulted in order to establish the various benefits 
available to the respective categories of civilians serving with the 
Armed Forces overseas, and all of these provisions are temporary inso- 
far as war-risk hazards are concerned. These seven statutes are cited 
here for reference purposes as follows: 

(a) Act of September 7, 1916 (39 Stat. 742), as amended (5 U.S. C., 
ch. 15) (Federal Employees Compensation Act). 

(6) Act of March 4 , 1927 (44 Stat. 1424), as amended (33 U.S. C 
ch. 18) (Longshoremet on’s and Harbor Workers’ Compensation Act). 

(c) Act of August 16, 1941 (55 Stat. 622; 42 U.S. C., 1651) (De- 
fense Base Act). 

(d) Act of March 7, 1942 (56 Stat. 143), as amended (50 U.S 
App. 1001) (Missing Persons Act). 

Act of December 2, 1942 (56 Stat. 1028; 42 U. S. C. 1701) 
(so-called War Risk Hazards Act). 

(f) Section 5 (b) of the act of July 28, 1945 (59 Stat. 505;5 U.S.C. 

801). 
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(g) Section 4 (a) of the act of July 3, 1948 (62 Stat. 1240;50 U.S.C, 
App. 2003) (War Claims Act of 1948). 

The act of June 30, 1953 (Public Law 100, 83d Cong.), amended 
temporary statutes to extend the effectiveness thereof to July 1, 1954, 
now extended to July 1, 1957 (Public Law 679, 84th Cong.), and to 
limit coverage to citizen employees only. The limitation of coverage 
was offered as an amendment to proposed legislation submitted by 
the Department of Defense, and the Department did not express 
formal opposition to the provision because only a few days remained 
to get full congressional action before expiration of the temporary 
legislation. However, it is the view of the Department of Defense 
that the limitation imposed by Public Law 100 is too restrictive and 
should be removed. It is conceded that there is no compelling neces- 
sity for the United States to assure coverage or assume liability for 
injury, death, or detention suffered by contractors’ employees, or by 
other non-direct-hire employees who are normally residents of the 
area in which employed. However, where any of these employees, 
whether United States citizens or aliens, were recruited outside of the 
area and transported to a station where they would not otherwise 
live and thereby have been placed in a position of danger, it is con- 
sidered that protection should be afforded against injury, death, or 
detention from war-risk hazards. Therefore, coverage under title I 
of the act of December 2, 1942, should be extended not only to citizens 
and residents of the United States but also to aliens so long as their 
conditions of employment are as stated above. The repeal of section 
3 of the act of June 30, 1953 (67 Stat. 134), as provided for in this pro- 
posal, would accomplish this purpose by restoring section 101 (d) of 
the act of December 2, 1942 (56 Stat. 1030), as amended, as it was 
before the passage of the act of June 30, 1953. 

With respect to title II] of the act of December 2, 1942 (Defense 
Base Act), the repeal of section 4 of the act of June 30, 1953 (67 Stat. 
134), under the terms of this proposal, will place title III of the act 
of December 2, 1942, in the same status with respect to its applica- 
tion to citizens and noncitizens as it was prior to the act of June 30, 
1953, i. e., workmen’s compensation coverage would be provided with 
respect to those categories of employees covered under the Defense 
Base Act, as amended by this proposal, without regard to whether 
they are citizens or noncitizens of the United States. Instead, it would 
be contemplated that in those situations where adequate workmen’s 
compensation coverage would be provided by the laws of the locality 
where the employee was engaged in employment, or for other appro- 
priate reasons, a waiver of applicability of the Defense Base Act would 
be sought from the Secretary of Labor pursuant to the provisions of 
section 1 (e) of that act, as amended by this proposal. 


COST AND BUDGET DATA 


The fiscal implications of this proposal cannot be estimated accu- 
rately since its operation will depend entirely upon contingencies 
which cannot be forecast. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 
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CHANGES IN EXISTING LAW 


In compliance of subsection 4 of rule XXTX of the Standing Rules 
of the Senate, changes in existing law made by the bill as reported 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets; new matter is printed in italics; existing law in 
which no change is proposed is shown in roman): 


Section 201 or tHe Act or DecemBer 2, 1942, As AMENDED 
(Public Law 784, 77th Cong., 56 Stat. 1033, 42 U.S. C. 1711) 


Sec. 201. When used in this Act (except when used in title ITI)— 

(a) The term ‘Secretary’ means the Secretary of Labor. 

(b) The term “war-risk hazard”? means any hazard arising after 
December 6, 1941, and prior to [July 1, 1957] July 1, 1958, from— 

(1) the discharge of any missile (including liquids and gas) or 
the use of any weapon, explosive, or other noxious thing by an 
enemy or in combating an attack or an imagined attack by an 
enemy; or 

(2) action of the enemy, including rebellion or insurrection 
against the United States or any of its Allies; or 

(3) the discharge or explosion of munitions intended for use in 
connection with the national war effort (except with respect to 
any employee of a manufacturer or processor of munitions during 
the manufacture, or processing thereof, or while stored on the 
premises of the manufacturer or processor) ; or 

(4) the collision of vessels in convoy or the operation of vessels 
or aircraft without running lights or without other customary 
peacetime aids to navigation; or 

(5) the operation of vessels or aircraft in a zone of hostilities 
or engaged in war activities. 

(c) The term “enemy” means any nation, government, or. force 
engaged in armed conflict with the Armed Forces of the United States 
or of any of its allies. 

(d) The term ‘‘allies’” as used in this Act and as used in the statu- 
tory provisions referred to in section 101 (a) (1) of this Act, means 
any nation, government, or force participating with the United States 
in any armed conflict. 

(e) The terms “national war effort”? and “war-effort’”’ include 
national defense; the term ‘“‘war effort” as used in the statutory pro- 
visions referred to in section 101 (a) (1) of this Act also includes 
national defense. 

(f) The term “war activities” includes activities directly relating 
to military operations. 
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VOCATIONAL REHABILITATION ACT AMENDMENTS 


JuNE 26 (legislative day, Jung 21), 1957.—Ordered to be printed 


Mr. Huu, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany §S. 1971] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 1971) to amend sections 4 (a) and 7 (a) of the Vocational 
Rehabilitation Act, having considered the same, report favorably 
thereon without amendment and unanimously recommend that the 
bill do pass. 

EXPLANATION 


In June of 1954, after an intensive review of activities under the 
Vocational Rehabilitation Act, this committee reported to the Senate 
that “personnel shortages are one of the most serious problems in 
rehabilitation.” In order to help resolve that problem we recom- 
mended that the Secretary of the Department of Health, Education, 
and Welfare be authorized to make grants for paying part of the costs 
of training and traineeships in vocational rehabilitation and that he be 
directed to provide short-term training and instruction in technical 
matters relating to vocational-rehabilitation services. ‘lhe Congress 
adopted this recommendation with the stipulation that the Secretary 
should make no grant for ‘‘furnishing to an individual any one course 
of study extending for a period in excess of 2 years” (sec. 4 (a)), and 
that the Secretary shall provide no training or instruction (or fellow- 
ship or scholarship) to ‘any individual for any one course of study for 
a period in excess of 2 years’’ (sec. 7 (a)). 

These provisions of the Vocational Rehabilitation Act as amended 
in 1954 have worked out quite successfully with respect to the train- 
ing of such categories of vocational rehabilitation personnel as voca- 
tional rehabilitation counselors, occupational therapists, and specially 
trained nurses. However, as regards one most essential category of 
vocational rehabilitation personnel—physicians specially trained and 
certified in physical medicine and rehabilitation—the 2-year limitation 
has proved unrealistic and if continued will seriously hamper the 
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attainment of the training goals set forth by the Congress. Physicians 
certified in physical medicine and rehabilitation are the key people in 
the rehabilitation program, and certification in this field requires a 
minimum of 3 years of specialized training after a doctor of medicine 
degree has been earned. 

The amendments to the Vocational Rehabilitation Act proposed by 
S. 1971 would simply extend from 2 to 3 years the maximum period 
during which the Department of Health, Education, and Welfare 
may assist in furnishing any one individual with training in physical 
medicine and rehabilitation. The 2-year limitation in the present 
act would continue to apply to all other categories of trainees in voca- 
tional rehabilitation. 

This legislation has the approval of the Department of Health, 
Education, and Welfare. The Secretary’s letter of transmittal follows, 


DeEpaRTMENT OF Heattu, EDUCATION, AND WELFARE, 
April 19, 1987. 
Hon. Ricuarp M. Nixon, 
The President of the Senate, 
Washington, D. C. 

Dear Mr. Presipent: I am transmitting for your consideration 
a legislative proposal to amend sections 4 (a) and 7 (a) of the Voca- 
tional Rehabilitation Act (29 U.S. C., ch. 4) so as to extend from 2 
to 3 years the maximum period during which this Department ma 
assist in furnishing any one individual with training in physical medi- 
cine and rehabilitation. These sections of the act, which authorize 
Federal support of training and traineeships for rehabilitation per- 
sonnel, currently provide that the Secretary shall make no grant for 
“furnishing to an individual any one course of study extending for 
a period in excess of 2 years’ (sec. 4 (a)), and that the Secretary shall 
provide no training or instruction (or fellowship or scholarship) to 
“any individual for any one course of study for a period in excess of 
2 years” (sec. 7 (a)). 

Certification in physical medicine and rehabilitation requires a 
minimum of 3 years of specialized training beyond the doctor of med- 
icine degree. No other Federal law authorizing Federal support of 
training in a medical specialty contains a 2-year statutory limitation 
on traineeships. The effect of this limitation is to hamper accom- 
plishment of one of the key objectives of the Vocational Rehabilita- 
tion Act. 

On an average day, there are in the United States about 4 million 
noninstitutionalized persons with long-term disability. One of the 
greatest single obstacles to the more rapid provision of rehabilitation 
services to disabled people is the acute shortage of physicians trained 
in rehabilitation. This shortage promises to remain as & serious 
stumbling block unless the number of doctors receiving such training 
is substantially increased. The number of physicians certified by the 
American Board of Physical Medicine and Rehabilitation totals about 
300, with an annual increment in the past few years of about 25. It 
is for this reason that, since 1951, the Health Resources Advisory 
Committee of the Office of Defense Mobilization has regularly listed 
physical medicine and rehabilitation as ene of the medical specialties 
in which there are acute shortages. 

The training provisions of the Vocational Rehabilitation Act were 
included to help promote a rapid and substantial increase in the supply 
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of trained rehabilitation personnel. The statutory 2-year limitation 
on traineeships for rehabilitation training in medicine is substantially 
hindering the achievement of that objective, since the physiatrist 
(specialist in physical medicine and rehabilitation) is a key member 
of the professional team providing rehabilitation services to disabled 
persons. 

As a new specialty, physical medicine and rehabilitation must com- 
pete for physicians with older medical specialties such as internal 
medicine, orthopedics, and neurology. Young doctors frequently 
decide to enter another medical specialty where support is obtainable 
for the complete course when they learn that only 2 of the required 
3 years of training in physical medicine and rehabilitation is available 
for vocational rehabilitation traineeships. Doctors deciding to 
specialize in physical medicine and rehabilitation are faced with the 
special problem of finding other ways and means of financing a third 
year which this Department, through its Office of Vocational Rehabili- 
tation is, under existing provisions of law, unable to support. 

At the present time there are six young physicians in their second 
year of vocational rehabilitation traineeships who require one more 
year of training after their traineeships expire on June 30, 1957. In 
addition, there are 17 first-year residents who, in order to complete 
their eligibility requirements for Board certification, will need 2 further 
years of training, only one of which can be supported by funds appro- 
priated under the Vocational Rehabilitation Act. 

This amendment will not involve any increase in costs beyond 
those contemplated for the normal growth of the training program. 
However, the contribution which these crucially needed, trained 
specialists will make in advancing rehabilitation programs and 
services to communities throughout the Nation is incalculable. 

We shall appreciate it if you will be good enough to refer the enclosed 
draft bill to the proper committee for consideration. I urge that early 
consideration be given to this proposed measure. 

The Bureau of the Budget advises that it perceives no objection 
to the submission of the proposed legislation to the Congress for its 
consideration. 

Sincerely yours, 
M. B. Fotsom, Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Tue VocaTIONAL REHABILITATION AcT, AS AMENDED 
4 * * * * + * 


“Src. 4. (a) From the sums available therefor for any fiscal year, 
the Secretary shall make grants to States and public and other non- 
profit organizations and agencies (1) for paying part of the cost of 
projects for research, demonstrations, training, and traineeships, and 
projects for the establishment of special facilities and services, which 
in the judgment of the Secretary, hold promise of making a substantial 
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contribution to the solution of vocational rehabilitation problems 
common to all or several States, and (2) for planning, preparing for, 
and initiating, during the fiscal year ending June 30, 1955, and the 
fiscal year ending June 30, 1956, a substantial nationwide expansion 
of vocational rehabilitation programs in the States. No grant shall 
be made under clause (1) or clause (2) of this subsection for furnish- 
ing to an individual any one course of study extending for a period in 
excess of two years, except that, in the case of a course of study in physical 
medicine and rehabilitation, such period may not be in excess of three 
years. 

Any grant of funds under this subsection which will be used for 
direct services to physically handicapped individuals or for establish- 
ing facilities which will render direct services to such individuals must 
have the prior approval of the appropriate State agency. 

* * * * * + . 


“Sec. 7. (a) In carrving out his duties under this Act, the Secre- 
tary shall 

“(1) make studies, investigations, demonstrations, and reports 
with respect to abilities, aptitudes, and capacities of shysically 
handicapped individuals, development of their potentislitien, and 
their utilization in gainful and suitable employment; 

(2) cooperate with and render technical assistance to States in 
matters relating to the vocational rehabilitation of physically 
handicapped individuals; 

(3) provide short-term training and instruction in technical 
matters relating to vocational rehabilitation services, including the 
establishment and maintenance of such research fellowships and 
traineeships, with such stipends and allowances (including travel 
and subsistence expenses), as he may deem necessary, except that 
no such training or instruction (or fellowship or sc holarship) shall 
be provided any individual [for any one course of study for a 
period i in excess of two years:] for any one course of study, other 
than a course of study in physical medicine and rehabilitation, for 
a period in excess of two years, or for a course of study in physical 
medicine and rehabilitation for a period in excess of three years; and 
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JuNeE 26 (legislative day, JuNeE 21), 1957.—Ordered to be printed 


Mr. Haypen, from the Committee on Appropriations, submitted 


the following 


REPORT 


[To accompany H. J. Res. 379] 


The Committee on Appropriations to whom was referred the House 
Joint Resolution No. 379, making additional appropriations for the 
Post Office Department for the fiscal year 1958, and for other purposes, 
reports the same to the Senate without amendment and with the 
recommendation that the joint resolution be passed. 

The committee concurs with the House in recommending supple- 
mental funds in the amount of $133 million, a reduction of $16.5 mil- 
lion in the budget estimate. A tabulation by appropriation titles 
follows: 

Comparison of estimates and recommendations 


Recom- Bill com- 
Appropriation title Estimate mended pared with 
estimate 





RERATATIE GRE TENORIO... odcactvcncccsentwidenesdontes $2, 000, 000 $2, 000, 000 








Operations ; pidbubivnohitetitddddseudeasen te 90, 000,000 | —$11, 500, 000 
Transportation - .. sd ethene tone tet dnteiiacin igen isha ..| 27,000, 000 24, 000, 000 —3, 000, 000 
Facilities. ____.._- Socal es cag ee } 49, 000, 000 17, 000, 000 -~-2, 000, 000 

TINIE sian cate ttseneaisaneceetenaaetiiedadatia J 149, 500, 000 | 133, 000, 000 | —16, 500, 000 





The committee feels that one of the major contributions to rural life 
in this country was the establishment of free delivery mail service to 
our farmers. Therefore, in providing supplemental funds for the 
operation of the Department, the committee desires to see a continua- 
tion of the present daily rural route service. 

In the course of our inquiry concerning areas in which the Depart- 
ment might be able to effect some savings, the committee’s attention 
was called to the possible need for elimination of the cost of living 
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salary differentials paid to employees working in the Territories and 
possessions of the United States. Under authority of a general statute 
authorizing the Civil Service Commission to fix pay differentials for 
Government employees whose compensation was fixed by law, the 
Civil Service Commission a few years ago, over the protest of the 
Postmaster General, allowed cost-of-living pay differentials in the 
Territories and possessions of the United States at a cost to the tax- 
payers of nearly $2 million. With the exception of Alaska, there is 
good reason to believe that the cost of living for the natives of the other 
Territories and possessions is less than in the District of Columbia. 
In view of the large deficit confronting the Post Office Department in 
the coming fiscal year which must be paid from the General Treasury, 
the committee recommends that the Civil Service Commission under- 
take immediate studies to determine whether or not the continuation 
of the above-mentioned cost of living salary differentials can be 


justified, 
O 
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DEVELOPMENT OF POWER AT NIAGARA FALLS, N. Y. 


June 27, 1957.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 
together with 


MINORITY VIEWS 


[To accompany S8. 2406] 


The Committee on Public Works, to whom was referred the bill 
(S. 2406) to authorize the construction of certain works of improve- 
ment in the Niagara River for power and other purposes, having con- 
sidered the same, report favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the bill is to authorize and direct the Federal Power 
Commission to issue a license pursuant to the provisions of the Federal 
Power Act to the Power Authority of the State of New York for a 
power project with capacity to utilize all of the United States’ share of 
the authorized diversion of waters of the Niagara River permitted 
under the terms of the 1950 treaty between the United States and 
Canada. In addition the bill provides for conditions relating to the 
disposition of the power generated. The project would be financed by 
the Power Authority of the State of New York without aid or assist- 
ance from the Federal Government. 


BILLS BEFORE THE COMMITTEE 


Since the ratification in 1950 of the treaty between the United States 
and Canada concerning the use of the waters of the Niagara River, 
various bills have been introduced in Congress containing different 
proposals for the redevelopment of the waters of the Niagara River 
at Niagara Falls for power purposes. In the 85th Congress two bills 
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concerning this matter have been before the Committee on Public 
Works for consideration. A brief summary of the bills is as follows: 

Senate bill 512, introduced by Senator Clark, authorizes and directs 
the Federal Power Commission to issue a license to the Power Au- 
thority of the State of New York for construction and operation of 
the project. The licensee shall give equal preference to counties and 
munic ‘ipalities, State agencies, rural e Jectric cooperatives and defense 
agencies of the United States, and to make flexible arrangements and 
contracts for disposition of proje ct power to utility compani es, subject 
to withdrawal provisions. The licensee shall provide or make arrange- 
ments for the necessary transmission lines to transmit power lo cus- 
tomers and to make a reasonable share of the power available to 
neighboring States within economic transmission distance, the Federal 
Power Commission to determine the applicable portion of such power 
available in event of disagreement. The licensee shall construct 
a scenic drive and park on the American side of the Niagara River 
near Niagara Falls, pursuant to a plan approved by the Federal 
Power Commission, the cost of such drive and park up to a maximum 
of $15 million to be borne by the power project. The licensee shall 
pay to the United States the United States’ share of the cost of the 
remedial works in accordance with article II of the o ity. 

Senate bill 1037, introduced by Senators Ives and Javits, authorizes 
and directs the Federal Power Commission to issue a license to the 
Power Authority of the State of New York for a power project with 

capacity to utilize all of the United States’ share of the waters of the 
Niagara River permitted by international agreement and including 
specific licensing conditions as follows: 

Reimburse the United States for its share of the cost of construc- 
tion of remedial works, including engineering and economic investiga- 
tions undertaken in accordance with article II of the 1950 treaty. 

2. In cooperation with the proper State agency of New York State 
to protect scenic values of the American side of the gorge in a manner 
similar to that in which they have been safeguarded on the Canadian 
side and to construct a scenic drive on the American side pursuant to 
plans to be approved by the Federal Power Commission 

3. To contract to sell to the licensee of project 16 (Niegara-Mohawk 
Power Corp.) for a period ending on the final maturity date of the 
bonds initially issued to finance the project works 445,000 kilowatts 
of power, which is equivalent to the amount produced by project 16 
prior to June 7, 1956. The licensee of project 16 would surrender its 
license at the completion of project works contemplated. The licensee 
of project 16 would waive and release any claim for damages except 
just compensation for tangible property and rights-of-way actually 
taken. 

4. Defense agencies of the United States would be given a prefer- 
ence to purchase power. 

A reasonable amount of power would be made available with the 
project’s economic market area in neighboring States to be distributed 
according to their laws 

6. A reasonable amount of the power available in the State of New 
York and of the power made available in neighboring States would be 
allocated for the present and reasonable foreseeable future needs of 
rural electric cooperatives and municipalities in the project’s economic 
market area 
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COMMITTEE HEARINGS 


The Committee on Public Works held hearings on S. 512 and S. 1037 
on April 10, 11, 12, 13, 1957. At these hearings testimony was re- 
ceived orally or in written form from Senators, Members of the House 
of Representatives, repre-ontatives of the Governor of the State of 
New York, of the Power Authority of the State of New York, repre- 
sentatives of private and public power groups, labor, manufacturers, 
and others. 

These witnesses expressed their views in regard to the bills before the 
committee. All of them agreed that there is urgent need for early 
development of additional power and particularly since an emergency 
exists in the western part of the State of New York as a result of a 
rock slide which on June 7, 1956, destroyed about two-thirds of the 
Niagara Mohawk Corp. Schoellkopf powerplant. When this disaster 
occurred this plant had a capacity of about 365,000 kilowatts of firm 
hydroelectric power. Witnesses emphasized the need for power to 
serve increasing power loads in the area not only adjacent to Niagara, 
N. Y., but also in other portions of New York, Pennsylvania, and 
Ohio. 

There was disagreement among those testifying in favor of S. 512 
and S. 1037. Those testifying in favor of S. 1037 contended that S. 
512 would, with the preference provisions, cause difficulty insofar as 
the salability of bonds is concerned, while those supporting S. 512 
asserted that S. 1037 would leave the marketing of Niagara power 
completely within the discretion of the Power Authority of the State 
of New York, and that the full benefit of low cost hydroelectric power 
from Niagara would not be received by the many small nonprofit 
distributors of electricity in New York State and the surrounding 
area. 

There was, however, general agreement among those testifying 
that a basis for compromise should be reached so that the development 
of Niagara power could proceed. 


DETAILS OF THE PROJECT 


Location.—The Niagara River is a navigable boundary stream about 
36 miles loner: extending between Lake Erie and Lake Ontario. 
Niagara Falls is about 22 miles below Buffalo and Lake Erie. 

Description.—The river, draining four of the Great Lakes, has a 
large and fairly uniform flow. For 22 miles below Buffalo the river 
drops 10 feet to the head of the cascades. The cascades drop about 
60 feet in 1 mile, where they are divided into 2 channels by Goat 
Island and lead to the American and Horseshoe Falls before plunging 
160 feet into the Maid-of-the-Mist Pool. The river then flows north- 
ward in a narrow gorge between vertical cliffs 300 feet high, and 
falling about 100 feet in 6 miles. 

Existing and under construction.—The hydroelectric power installa- 
tion existing and under construction on May 12, 1955, using water 
diverted from Lake Erie or Niagara River totaled about 2,500,000 
kilowatts as shown in the following table: 
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Maximum 
Approximate | Installed or | Maximum water uti- Period of 
Name of plant net head rated capac- water use lization instal- 
(feet) ity (kilos) (cubic feet (kilowatts/ lation 
per second) cubic feet 
, per second) 
American: 
A bint tee nhonhicnnbabanbod 135 80, 000 8, 800 9.1 | 1890-1904 
II Bi ccrnsicinteeigniineiiebndien 215 365, 000 23, 400 15.6 | 1903-24 
, OIE cai deccctndene}aassceeesccknn 445, 000 | SE Se fon cencec ck bbb eaaeks 
sh es pasinenmaanaial 
Canadian: 
Sir Adam Beck generating sta- 

I Se eee er oe 294 373, 000 } 2 64, 000 21.9 | 1918-30 
Generating station No. 2........ @) 1, 200, 000 @) 1951-57 
SSE Eee 180 138, 000 11, 000 12.4 1902-23 
ee edvnchspbtbinctrabhanyndd 137 108, 000 15, 500 7.0 | 1903-06 
ton henanechinty 135 80, 000 10, 600 7.6 | 1901-16 
ie adel niece ndeaciiciann 2380 149, 000 7, 600 19.6 | 1898-1912 

a Nie iretniatical 2, 048, 000 BE TED latapacsmenpeiieldseciotin 

SI SONNE 6 ie cedadobbnwideliuckubaccaious 2, 493, 000 Ph WES Dieddundnabutnabiicigimndaenidiy 














1 Partially destroyed by rock slide on June 7, 1956. 
? Data estimated. 
3 Plant under construction, date not available. 


Treaty of 1950.—The United States and Canada ratified the Bound- 
ary Waters Treaty of 1909, which permitted permanent diversion of 
water for power purposes from the Niagara River above the falls, 
20,000 cubic feet per second to the United States and 36,000 cubic 
feet per second to Canada. The two Governments negotiated and 
ratified a treaty in 1950 governing the uses of water for power purposes. 
That treaty provides that no diversions for power shall be made which 
will reduce the flow over the falls to less than 100,000 cubic feet per 
second each day between the hours of 8 a. m. and 10 p. m., from April 
1 to September 15, and between 8 a. m. and 8 p. m. from September 16 
to October 31, or to less than 50,000 cubic feet per second at any other 
time. The water to be diverted for power purposes under the treaty, 
amounting to an average of 130,000 cubic feet per second, is to be 
divided equally between the two Governments. Under this treaty 
the diversions for power purposes would be from 44,000 to 210,000 
cubic feet per second depending on the river flow, the time of year, 
and the time of day. 

The 1950 treaty contained a reservation: 


The United States on its part expressly reserves the right 
to provide by act of Congress, for development, and for the 
public use and benefit, of the United States share of the 
waters of the Niagara River made available by the provi- 
sions of the treaty, and no project for redevelopment of the 
United States share of such waters shall be undertaken until 
it be specifically authorized by act of Congress. 


Under the terms of this reservation, Congress must pass legislation 
before a private power company, State, or individual can be issued a 
license or permit by the Federal Power Commission to construct and 
develop a power project for use of the waters made available to the 
United States under the terms of the treaty. 

Remedial works.—The treaty of 1950, consistent with one of its 
— of providing for the preservation and enhancement of the 

eauty of Niagara Falls, requires the construction and completion of 
certain remedial works which are necessary to preserve the falls, 
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which have been in a gradual process of erosion, especially on the 
American side. These works would consist of construction of a sub- 
merged weir upstream from the head of Goat Island to raise the level 
of Grass Island Pool and to redistribute the water so as to produce an 
unbroken crestline of the falls, to cover the flanks of the Horseshoe 
Falls, and increase the flow over the American Falls. These works 
have been under construction as a Federal project since 1951, and 
Federal appropriations, under the authorization of the treaty, have 
been regularly made therefor. 

Plan of development.—The Corps of Engineers, the Federal Power 
Commission, and the Power Authority of the State of New York 
have been engaged in studies of plans to develop the additional 
power at Niagara. Furtherance of these studies was authorized by 
resolution dated June 5, 1951, of the Senate Committee on Public 
Works and Senate Document No. 113, 84th Congress, 2d session, 
entitled “Niagara River, Black Rock Channel, and Tonawanda Har- 
bor and Buffalo Harbor, N. Y.” by the Corps of Engineers, contains 
details of the plans and recommendations for the development. of 
Niagara power in addition to that utilized by the Niagara-Mohawk 
Power Corporation. This report recommended an approach chan- 
nel and intake structure on Niagara River about 2 miles above the 
head of the cascades a headrace consisting of a canal or twin tunnels; 
a pore near Lewiston with an installed capacity of 1,512,000 
kilowatts, suitable for expansion; a pumping generating plant of 
270,000 kilowatts capacity when generating; and a storage reservoir 
for daily regulation with a capacity of about 30,000 acre-feet. This 
combined development would provide an additional capacity of 
1,723,000 kilowatts and would increase the amount of hydroelectric 
energy produced from the Niagara River by about 7,318,000 kilowatt- 
hours annually with the tunnel headrace plan. 

The proposals by the Power Authority of the State of New York 
at present contemplate a project with a total installed capacity of 
2,190,000 kilowatts. Of this 1,800,000 will constitute firm power on a 
17-hour-day basis. They anticipate that in order to achieve. this 
amount of firm capacity pump-storage and pumping-generating facili- 
ties will be required. With an interconnection with the St. Lawrence 
project the total firm capacity during a 17-hour-day period would 
amount to 2 million kilowatts. The estimated cost of construction 
of the project as proposed by the Power Authority of the State of 
New York is $532 million. 

Market for Niagara power development.—Redevelopment of Niagara 
River for power could supplement the present power supply in western 
and central New York and could also provide additional power for 
northwestern Pennsylvania and northeastern Ohio. Estimates made 
by the Federal Power Commission indicate that additional power from 
the Niagara River could be utilized in this region in addition to the 
power which could be made available from the United States share of 
the St. Lawrence power project. 

The Power Authority of the State of New York has made studies of 
population and demand for Niagara power which is as follows: 
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Estimated Increase in 
1960 demand, demand 


Population 
kilowatts (1957-65) 





RE MN ono k nc nckncs dong etmedetbeclans snadadedeenl 2, 367, 000 3, 100, 000 1, 200, 000 
RTI SN na er ee sea acdc nmhee 3, 601, 000 4, 400, 000 1, 700, 000 
ED MN a cncmmsegeccosmen basin etpemheeussene enn 10, 131, 000 10, 000, 000 4, 000, 000 
Li.) EE aT eee Pv ae ee 19, 598, 000 16, 000, 000 6, 500, 000 
I i lle cal es dct eatin 30, 938, 000 23, 000, 000 9, 500, 000 
PPE OED ME ee cme tat cebsoksnannecks ramet ecbenSivecksat 45, 684, 000 30, 000, 000 12, 500, 000 


The Power Authority of the State of New York has approved the 
following tentative allocation of Niagara power: 


Kilowatts 
APOOaee OROROILY BL WAWINOR fn 5. enon ewe gn 1, 800, 000 
Added capacity resulting from “tie-in’’ with St. Lawrence project...._ 200, 000 
Bie. nopgeruy  withe OU oY teehee eiecwe abe 2, 000, 000 
Niagara Mohawk (replacement of losses at Schoellkopf plant) -.-.~-- 445, 000 
Anticipated demands for new national emergency defense plants_-_--- 300, 000 
Expansion of existing industries on Niagara frontier________.___---- 250, 000 
Ohio and Pennsylvania assuming official agencies not now in existence 
are created by law to make firm reliable contracts_____....._---- 150, 000 
Niagara Mohawk, N. Y.S. E. & G. and Rochester Gas & Electric Co. 
fOr Tires Gis Wommesue COUNUMOTS. oe ee ec 1730, 000 
Municipalities including Jamestown and rural electric cooperatives 
within economic transmission distances in New York State which 
SED: BOE OTRO yr ss nd oun inn pon oprah mnidodwenee 125, 000 
IS ee I ee ere ee 8 LD am eet eae 2, 000, 000 


' 200,000 kilowatts withdrawable ‘or municipalities and rural! electric cooperatives. The allocations 
nclude transmission losses. 


DISCUSSION 


The committee is convinced that it is economically feasible and 
desirable that the full power potential of the Niagara River be 
developed. 

During the course of the hearings and discussions on legislative 
proposals for the development of Niagara power it was considered 
that legislative action is necessary because of the reservation which 
the Senate attached to its ratification of the Niagara Water Treaty. 
Recently the United States Court of Appeals for the District of 
Columbia Circuit handed down certain decisions which would affect 
the reservation. However, the committee is of the opinion that 
legislative action is desirable regardless of the final outcome of Court 
decisions. 

There is no controversy as to the most desirable engineering plan of 
development. Studies and plans for the project have been made by 
the Corps of Engineers, the Bureau of Power of the Federal Power 
Commission, the Niagara Mohawk Power Corporation, and the Power 
Authority of the State of New York. The latter organization having 
made the more recent studies which have taken into account the loss 
of capacity caused by the collapse in 1956 of the Schoellkopf station. 

There is no longer a controversy as to who should construct the 
hydroelectric power facilities. All] seem to be in accord that the 
construction and operation of the power facilities should be by the 
Power Authority of the State of New York. It would also follow 
that the Power Authority should market the power to distributors. 
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One of the principal issues between S. 512 and S. 1037, is whether or 
not the Power Authority of the State of New York would, in marketing 
Niagara power, be required as a condition of its license to afford a 
preference for the purchase of power to counties, municipalities, 
agencies of the State of New York, rural electric cooperatives and 
‘defense agencies of the United States. The point was made repeatedly 
that Niagara power should serve as a “‘yardstick”’ in establishing lower 
power rates for the area. It has been pointed out that as a result of 
the disaster which befell the Schoellkopf plant, a number of electro- 
processifg’ industries in the Niagara Falls area are.now being charged 
‘almost double the cost prevailing prior to the rockslide. Many of the 
industries were originally attracted to the area because of lower power 
costs which were lost to them when the catastrophe occurred. There- 
fore, the interest of the industries is to obtain replacement of the low 
cost power lost and to obtain additional power for expansion. 

Considerable discussion was had relative to the use of the words 
“economic transmission distance’ which was used in S. 512, and 
“economic marketing area” as used in S. 1037. It was contended that 
if the words ‘‘economic marketing area’”’ were used, the area to be 
served by Niagara power would be confined to a relatively small area, 
while if “economic transmission distance’ were used, there would be 
required a more widespread distribution of the power. 

Practically everyone was in agreement that restoration of low-cost 
power to the industries in the Niagara area is desirable. However, 
many were quite concerned that unless Congress specifically prescribed 
procedures for marketing of the power, certain other industries and 
States, municipalities and rural electric cooperatives and other such 
users, would not be given full opportunity to obtain Niagara power. 

The committee considered the testimony of all interests and is keenly 
aware of the desires to maintain the full force and effect of the prefer- 
‘ence provisions insofar as Niagara power development is concerned; 
also, the committee recognizes that nothing should be done which 
would adversely affect the marketability of the bonds which would be 
offered for sale in financing the construction of power facilities at 
Niagara. 

The committee is of the opinion that neither S. 512 nor S. 1037, could 
satisfactorily be amended to accomplish the purposes of dealing fairly 
with those interested in obtaining power to replace that lost when the 
Schoellkopf plant disaster occurred, to provide additional power for 
industrial expansion in the Niagara Falls area, and to provide a reason- 
able amount of power for distribution to other industries and other 
States, municipalities, rural electric cooperatives, and other such 
users. 

The bill recommended by the committee directs the Federal Power 
‘Commission to issue a license to the Power Authority of the State of 
New York, requiring that 50 percent of the power developed at Niag- 
ara Falls be made available, at the lowest rates reasonably possible, 
to public bodies and nonprofit cooperatives within economic trans- 
mission distance. The bill also provides that if project power subject 
to the preference provisions is sold to utility companies, flexible 
arrangements shall be made to withdraw on reasonable notice and fair 
terms of enough power to meet the reasonably foreseeable needs of the 
preference customers. 

The bill provides that a reasonable portion of the power subject to 
the preference provisions shall be made available to neighboring 
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States within reasonable economic transmission distance, in an amount 
not to exceed 20 percent of that power subject to the preference 
provisions. 

If it is assumed that the total potential firm power would be 
1,800,000 kilowatts and 50 percent assigned to preference customers, 
there would be allocated 900,000 kilowatts to these users. The assign- 
ment of 20 percent of the preference allocation to neighboring States, 
would make a total of 180,000 kilowatts available for export from the 
State of New York for preference customers. The balance of this 
block of power would be available to preference customers in the State 
of New York. The total capacity may ultimately exceed 1,800,000 
kilowatts, and, if such is the case, then there would be a proportionate 
increase in power available to preference customers. 

The bill makes provisions for meeting the emergency situation 
created for industry in the Buffalo-Niagara area by the cada of the 
Schoellkopf powerplant on June 7, 1956. The Niagara Mohawk 
Power Corp. operated the Schoellkopf hydro-station as licensee of the 
Federal Power Commission project 16. This plant was one of the 
main sources of electric power for industry in western New York. 

The committee was advised that in the Buffalo-Niagara area the 
total present industrial load is about 850,000 kilowatts, and that about 
575,000 kilowatts of this power is used by electroprocessing and other 
high load factor industries. The cost of power represents a large part 
of the total product cost and fear is expressed that unless low-cost 
power is restored, such industrial users may migrate or transfer their 
operations elsewhere. 

The committee feels that fair provisions should be made for indus- 
tries and others affected by the Schoellkopf disaster. Therefore, the 
bill provides that the Power Authority of the State of New York, shall 
sell to the licensee of Federal Power Commission project 16, which is 
the Niagara-Mohawk Power Corp., 445,000 kilowatts of power, for 
resale to the electric process and other industries which purchased the 
power produced by project 16 prior to the destruction of a portion of 
the Schoellkopf plant. It is not the intention of the committee, 
however, to require that the capacity reserved for the Niagara- 
Mohawk Power Corp., be held in reserve for an indefinite period. If, 
for some reason the corporation declines to accept the amount of 
capacity specified, then the Power Authority of the State of New York 
should be free to dispose of the capacity to other users. 

The bill provides that the Niagara-Mohawk Power Corp. shall 
surrender its license to project 16, which does not expire until March 
1971 upon the completion of the project works proposed by the 
Power Authority of the State of New York and that the licensee of 
project 16 shall waive and release any claim for compensation or 
damages from the Power Authority, except for compensation for 
tangible property and right-of-way actually taken. The licensee shall 
waive all claims to compensation or damages based on loss or damage 
to riparian rights, diversion rights, or other rights relating to the 
diversion or use of water. 

Under the bill Niagara-Mohawk would surrender its Federal 
Power Commission license to divert waters from the Niagara River 
for power purposes. Included in the waters that Niagara~-Mohawk 
has been diverting under its license are 730 cubic feet per second which 
Niagara-Mohawk has for many years leased from International 
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Paper Co. under an agreement dated March 1, 1919, as amended 
August 1, 1937. Under the latter agreement Niagara-Mohawk is 
obligated to make and has been making payments to International 
Paper of $99,000 per year. These water rights were originally 
acquired in 1896 by a predecessor of International Paper from a 
predecessor of Niagara-Mohawk and were in effect leased back to 
Niagara-Mohawk in 1919. 

The Supreme Court of the United States has twice upheld Inter- 
national Paper’s rights to divert the aforesaid 730 cubic feet per 
second of water as valid and existing property rights under New York 
law. In the first case the Court held that International Paper was 
entitled to recover damages from the United States for seizure of 
those rights during World War I (International Paper Company v. 
United States, 282 O. S. 399 (1931)). In the second case the Supreme 
Court upheld the right of Niagara-Mohawk to deduct as operating 
expenses the aforesaid annual payments of $99,000 for the purpose 
of computing an amortization reserve under the Federal Power Act, 
against the contention that the passage of the Federal Power Act 
had destroyed private water rights such as International Paper’s 
(Federal Power Commission v. Niagara-Mohawk Power Corp., 347 
U.S. 239 (1954)). 

The bill is not intended to and does not impair the validity of 
International Paper’s claimed rights nor does it intend to reinforce the 
claim of the International Paper Co., under the aforesaid 1919 and 
1937 agreements. It is intended to leave such claimed rights in the 
same status as though the bill were not enacted into law. 

The bilt provides that the licensee shall acquire, by purchase or 
other agreement, the ownership or use of transmission lines for the 
distribution of power or to construct such transmission lines necessary 
to make the power generated available to privately owned companies, 
to preference customers and neighboring States. 

The bill provides that the licensee may construct a scenic drive and 
ark on the American side of the Niagara River, near the Niagara 
alls. The bill also provides that the maximum cost to be borne by 

the licensee shall not exceed $15 million. 

The bill also provides that the licensee shall pay to the United States 
the United States share of the cost of remedial works, including 
engineering and economic investigations, undertaken in accordance 
with article II of the treaty. 

The committee recommends early enactment of the bill to permit 
prompt planning and early completion of this most desirable project. 








MINORITY VIEWS OF SENATOR RICHARD L. 
NEUBERGER OF OREGON 


I concur fully in the general purpose of the Niagara power bill to 


authorize the prompt and full development by the Power Authority 
of the State of New York of one of the greatest undeveloped power 
resources in America. 

I recognize that since the destruction of the Schoellkopf plant 
of the Niagara-Mohawk Power Co. the shortage of power on the 
Niagara frontier of western New York has constituted an emergency. 
Unless the Niagara development is authorized at this session of the 
Congress, there is grave danger that industries which have been 
centered on Niagara Falls for generations will relocate in other areas, 
leaving unemployment behind. For that reason, I agree also with 
those provisions of the bill which assure to the industries which were 
served from the Schoellkopf plant the volume of power which they 
formerly received. 

It is gratifying that the long-standing feud between supporters 
of public and of private development—which has held up this project 
for years—now appears to have ended. All concerned appear now to 
recognize that the public interest will be best served by assignment of 
the license to the New York Power Authority for public development. 

Yet I am compelled to protest that the bill as now written surrenders 
most of the potential benefits of public development. The majority 
has kept the form of a public power bill but has thrown away most 
of the substance. If this bill is enacted, virtually all of the power 
would be delivered by the Power Authority to private utilities for 
distribution. 

In fact, it is difficult to determine how the effects of this bill would 
be signific antly different from those of the old bill for private develop- 
ment which both the committee and the Senate have, on previous 
occasions, consistently rejected. 


THE PURPOSE OF PUBLIC DEVELOPMENT 


Public development of a project such as Niagara is not advocated 
on the theory that public enterprise is inherently superior to private 
enterprise—because it is not. Public power is advocated, rather, for 
a very practical reason—that electric-power distribution tends to be 
a monopoly, and that the only way to gain for the consumer the 
normal benefits that we know flow from competition is to develop 
public-power “‘yardsticks.”’ 

To create a yardstick, public generation is not enough. The power 
must be made available to public and cooperative distributing sys- 
tems, so that the public operation will extend from the turbine to 
the reading lamp in the living room. Only in that way is competition 
established. 

This is the reason for the so-called preference clause which has been 
in Federal power legislation in an almost unbroken chain of enact- 
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ments over the span of half a century. The preference principle per- 
mits the maximum impact of public yardsticks, and the power-rate 
map of the United States shows clearly that private power rates are 
lowest. where there is yardstick competition. 

In the bill proposed by the majority, such violence is done to the 
preference principle that the benefits of yardstick competition in the 
Northeastern States—long one of the higher-cost areas of the United 
States—will be severely limited. 


HOW THE PENDING BILL VIOLATES TRADITIONAL PREFERENCE 
PRINCIPLES 


The committee bill embodies a basic contradiction. On the one 
hand, it earmarks 50 percent of the power for preference customers. 
This in itself is a departure from customary full preference, but I 
believe it is supportable in the Niagara area. However, even the 50 
percent that the bill gives with one clause it takes away with another. 
The effectiveness of the 50 percent reservation is vitiated by another 
clause which limits to 20 percent of the 50 percent (or 10 percent of 
the total) the amount of power which can be marketed to preference 
customers outside the borders of New York State. 

Attached to this statement is a tabulation showing the 1956 actual 
demand of rural electric cooperatives and municipal distributing 
systems at varying distance from Niagara Falls. It shows that 
preference customers within New York State are so small and so few 
that only in the remotest future can they ever come close to using 
80 percent of the preference power supposedly reserved for them. 
Since the power is not available to preference customers in Pennsyl- 
vania and Ohio, the supposed reservation for preference customers is 
not a reservation at all, and what appears to be a preference clause 
in the bill is in fact a delusion. The power will actually be sold to 
nonpreference customers. 

The table shows the percentage of preference customers within New 
York State, assuming economic transmission distances of 150, 200, 
250, and 300 miles. The percentages are shown separately for the 
total demand of the preference customers and for the total demand 
less that which the preference customers generate themselves. In 
these 8 comparisons, using 8 different sets of assumptions, the pro- 
portion of preference demand inside New York State ranges from 
11.2 to 57 percent. Thus, the 80-20 division of power between New 
York and its neighbors cannot be characterized as other than grossly 
unfair to the preference customers in Pennsylvania and Ohio. 

What constitutes economic transmission distance has been, through- 
out the hearings, a matter of considerable dispute. Representatives 
of rural electric cooperatives and public power bodies have presented 
impressive data showing that in many parts of the United States 
power is economically transmitted 250 or 300 miles or more. They 
generally defend a 300-mile radius as economic. On the other hand, 
the New York Power Authority has sought to limit its transmission 
distance to 150 miles. 

1 doubt that this is a matter that the Congress can best determine. 
In the Niagara bill which the Senate passed last year, settlement of 
this complex question was left to bargaining between New York and 
neighboring States, with the Federal Power Commission acting as 
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umpire in case of dispute. This procedure would permit the fullest 
presentation and evaluation of engineering and economic data, a 
process which this committee has not undertaken and could not 
undertake without far more extensive hearings and study than it 
has been able to conduct. This procedure would appear superior to 
the arbitrary selection by the Congress of any figure, whether 20 
percent or another. 

However, if the Congress feels that it does desire to make the allo- 
cation of preference power among the States, then the ratio should, 
in fairness, reflect the distribution of demand among the States. 

As the accompanying table shows, if the benefit of every doubt is 
given to the New York contentions, and the 150-mile radius is assumed, 
53.1 percent of the demand of preference customers is outside New 
York, excluding demand which is met by municipal generating capac- 
ity. If municipally generated power is included, the proportion is still 
43 percent—or more than twice what is allowed. 

Taking the more reasonable assumption that 250 or 300 miles is the 
economic transmission distance, the proportion of demand outside 
New York is 84.0 and 88.8 percent if municipally generated capacity 
is excluded and 84.3 and 87.8 percent if it is included. 

Thus on any basis a stricture as low as 20 percent cannot be justified. 


THE WORD “REASONABLE” FURTHER VITIATES PREFERENCE 


The bill provides, incidentally, that power sold to preference cus- 
tomers outside New York shall be sold within “reasonable” economic 
transmission distance. The word “reasonable” has not been added 
to the phrase “‘economic transmission distance’’ in previous preference- 
clause language. The transmission of power a given distance is either 
economic or it is not. The suggestion that a transmission distance 
which is “economic” may not be “reasonable” further weakens the 
preference clause. 


NIAGARA IS A REGIONAL-~—-NOT A NEW YORK-—RESOURCE 


I join in acknowledging the initiative of the State of New York in 
organizing a State Power Authority to generate and market the power 
that can be developed from the Niagara and St. Lawrence River 
systems that drain the vast area of the Great Lakes. But I do not 
agree that New York’s initiative gives it a preference on Niagara 
power that should be allowed to supersede the traditional public 
preference. 

The water that flows through the Niagara River is generated in a 
vast basin that stretches as far west as Minnesota and drains portions 
of 8 States. Ohio and Pennsylvania are among the States contribut- 
ing to this drainage system. Niagara is a national and a regional 
resource, not just a State resource. If the Federal Government chose 
to develop the power through its own plant, it could do so, just as it 
has on the Tennessee, the Columbia, the Colorado, and any other 
navigable streams. In this case, if the bill is passed, the Power 
Authority of New York becomes in effect the agent of the United 
States as well as of New York. There is no sound reason that the 
normal safeguards to preference customers that would be applied if 
the United States itself acted should not apply if the Power Authority 
of New York acts as the constructing and operating agency. Nor is 
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there any sound reason why State lines should in this instance become 
barriers that prevent a regional resource from serving a region, that 
negate the preference principle, and prevent the realization of the full 
advantages of public generation and yardstick distribution. 


Ricuarp L. NEvuBERGER, 
Estimated demand of preference customers at varying distances from Niagara project, 
1956 
[In kilowatts] 





Demand} Total Total 
Number | Num- | Demand |of munici-|preference| Percent; Demand |preference}| Percent 
Distance and of rural | ber of | of rural | pals (pur-| demand by jof munici-| demand 










































































y 
States cooper- | munici-| cooper- | chased | (exclud- | States | pals (gen-| (includ- | States 
atives' | pals! | atives - only) * | ing gen- erated) | ing gen- 
erated) erated) 
150 miles: 
New York---- 2 21 1, 765 33, 854 35, 619 46.9 55, 950 91, 569 57.0 
Pennsylvania_ 5 4 24, 545 1, 004 25, 549 33. 7 , 295 32, 844 20.4 
a nuadenen 0 4 0 14, 741 14, 741 19.4 21, 500 36, 241 22.6 
TOUR case 7 29 26, 310 49, 599 75, 909 100. 0 84, 745 160, 654 100. 0 
200 miles: 
New York--- 2 21 1, 765 33, 854 35, 619 27.2 55, 950 91, 569 22.6 
Pennsylvania q 20 45, 391 9, 184 54, 575 41.7 25, 005 79, 580 19.6 
ince cadens 0 21 0 40, 690 40, 690 31.1 194, 122 234, 812 57.8 
Total....-. ll 62 47, 156 83, 728 130, 884 100.0 275, 077 405, 961 100.0 
250 miles: 9 a haa Fm eh 
New York-~.-. 2 21 1, 765 33, 854 35, 619 16.0 55, 950 91, 569 15.7 
Pennsylvania 13 33 68, 937 21, 060 89, 997 40.5 52, 558 142, 555 24.5 
a. wccewenen 8 41 43, 143 53, 578 96, 721 43.5 250, 712 347, 433 59. 8 
Total..... 23 | 95 113, 845 108, 492 222, 337 100.0 359, 220 581, 557 100.0 
300 miles: Oy 
New York--.. 2 21 1, 765 33, 854 35, 619 11.2 55, 950 91, 569 12.2 
Pennsylvania 13 38 68, 937 25, 763 94, 700 29.6 74, 343 169, 043 22. 5 
Gee ccsheeecn 22 60 123, 935 65, 403 189, 338 59. 2 301, 920 491, 258 65.3 
"Tet. 0c 37 119 194, 637 125,020 | 319, 657 100.0 432, 213 751, 870 100. 0 








1 Omits customers who are closer to St. Lawrence than Niagara. 
3 Assumes 45 percent load factor for rural electric cooperatives. 
+ Assumes 50 percent load factor for municipal systems. 
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85TH CONGRESS SENATE | Report 
1st Session No. 540 





AMENDING THE LEASE-PURCHASE ACT 





JuneE 27, 1957.—Ordered to be printed 





Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 2261} 


The Committee on Public Works, to whom was referred the bill 
(S. 2261) to amend and extend the Public Buildings Purchase Contract 
Act of 1954, as amended, the Post Office Department Property Act 
of 1954, as amended, and to require certain distribution and approval 
of new public building projects, and for other purposes, having con- 
sidered the same, report favorably thereon without amendment, and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to amend and extend the Public Buildings 
Purchase Contract Act of 1954 and the Post Office Department 
Property Act of 1954. It extends the period for approving projects 
under Public Law No. 519, 83d Congress, for a period of approxi- 
mately 3 years, or until June 30, 1960, and recommends changes in 
the funding and financial aspects of the act to alleviate problems 
encountered in carrying out the implementation of the program, pro- 
vide greater flexibility in its operation, and permit the program to 
proceed in an orderly manner, in order to provide the much-needed 
space for carrying out the many functions of the Federal Government. 
It also amends the Public Buildings Act of 1926 relating to construc- 
tion of public buildings by the direct appropriation method by increas- 
ing congressional control of projects thereunder and submission of 
reports thereon. 

GENERAL STATEMENT 


Historically, the Federal Government has obtained the space it 
needs either through direct construction with appropriated funds or 
by rental of privately owned space. This has read ted in the Gov- 
ernment’s renting, in many cases, the same building for periods as 
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long as 40 to 50 years. It is generally conceded that the only other 
method of providing space for the permanent activities of the Federal 
Government is by lease-purchase contracts, with annual payments 
applied to the amortization of the initial cost over a period of years 
at the end of which title to the property would pass to the United 
States. Of these three methods, the overall cost of direct construction 
would be the lowest, the lease-purchase method would be the next 
lowest in cost, and the straight annual or term leasing under which 
no capital equity would accrue to the Government would be the most 
costly method. 

The least costly method, direct public building construction has 
been almost entirely at a standstill since about 1940. It was first 
suspended because of World War II, and later because of other in- 
creased demands upon the Federal budget. In the meantime, Gov- 
ernment activities have greatly expanded, increasing the need for 
adequate space to carry on its complex activities in an efficient and 
businesslike manner, with the result that the space needs could only 
be met by the most costly method, straight leasing. 

The committee does not feel that budgetary conditions at the pres- 
ent time would permit the appropriation of the large sums that would 
be required to meet the existing space needs by direct construction. 
It ets that continuation of the lease-purchase program will 
assist in providing the much-needed space for governmental activities, 
and by reducing the use of the straight leasing method, will result in 
an overall saving. The committee therefore recommends that the 
lease-purchase program be extended, with amendments to the exist- 
ing law that will permit its more effective operation and workability. 
Senate bill 2261 is a committee bill, sponsored by 11 of the 13 members 
of the committee. 


PUBLIC LAW 519, 83D CONGRESS 


The so-called Lease Purchase Act provided for the acquisition of 
title to real property and construction of public buildings by the 
Administrator of General Services and the Postmaster General 
through purchase-contract agreements, and for term-lease agreements 
for the accommodation of activities of the Federal Government. It 
would make possible the construction of post offices and other Fed- 
eral buildings at locations where there is an urgent need for them, by 
entering into contracts with private parties for provision of such 
buildings designed for Government use, with eventual ownership 
vesting in the Federal Government, and also gave the Postmaster 
General authority to negotiate term-lease agreements under better 
terms than the law at that time permitted. 

It was the intent of Congress that this law would not constitute a 
substitute for, or a replacement of, any program for the construction of 
Federal buildings, and would not be utilized to carry out a large 
building program. Each building project was to be considered 
on its own merits based upon considerations of urgency of need, 
budgetary conditions, and relative cost of alternative means of 
providing the necessary space. Use would be made of the legislation 
when there is no suitable Government-owned space available; there 
is no prospect for direct Federal construction within a reasonable 
period of time; and, the permanency of Government occupancy is 
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such that the accumulation of full equity in the property by annual 
payments over a stated number of years would result in a lower net 
cost of providing space for the expected period of occupancy than 
would be possible under the straight rental method for the same period. 

The law provides for the Congress to continue to maintain a reason- 
able degree of control over the lease-purchase program by requiring 
submission of a detailed prospectus to the Committees on Public 
Works of the Senate and House of Representatives on each individual 
project, and approval of said prospectus by resolution of those 
committees. 

Title I of Public Law 519, 83d Congress, deals with buildings under 
the control of the General Services Administration, and are buildings 
used for most civilian Government activities other than those used 
exclusively or predominantly for postal purposes. They include 
Federal courthouses, custom-houses, warehouses, offices, and general- 
purpose buildings, although some of the combination buildings may 
also include postal facilities as a nonpredominant occupant. 

Title II is applicable to buildings used exclusively or predominantly 
for postal purposes which are under the control of the Postmaster 
General, and include post offices, branch post offices, and special 
purpose buildings for handling parcel post or including postal-handling 
facilities. 

Under the provisions of Public Law 519, the Committees on Public 
Works have approved 98 projects under title I, having an estimated 
cost of $692,455,989, and 48 projects under title II, with an estimated 
cost of $25,295,630. The first projects were approved in December 
1954. The General Services Administration has placed only one 
authorized project under construction as of the present date, the 
Federal Post Office snd Courthouse at Rock Island, Ill., and the Post 
Office Department has placed the post office at St. Marys, Ohio, West 
Memphis, Ark., and Newkirk, Okla. under contract. 

Approval of projects for inclusion in the construction program 
contemplated by Public Law 519 will expire on July 22, 1957. 


HEARINGS 


Because of the apparent inertia of the lease-purchase program and 
its failure to indicate that even a meager amount of much-needed 
space would be made available within a reasonable period of time, the 
committee questioned whether the program envisioned by the act 
had been successful. The Subcommittee on Public Buildings con- 
ducted extensive hearings on the program to develop information on 
which to base a recommendation as to whether the Lease Purchase 
Act should be amended, extended, or permitted to expire in July. 

Representatives of the General Services Administration, the Post 
Office Department, the Bureau of the Budget, the Treasury Depart- 
ment, as well as representatives of contractors, labor, investors, archi- 
tects, and other interested groups, presented testimony on the status 
of planning and construction, availability of labor, contractors, mate- 
rial, and investor funds, administrative problems in connection with 
operations under the Act, and recommendations relative to its exten- 
sion and amendment. 

The committee was advised that representatives of the Federal 
agencies have visited many sections of the country and held extensive 
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discussions with representatives of interested construction con- 
tractors, builders’ associations, surety associations, banking institu- 
tions, legal counsel, insurance companies, State officials, pension funds 
officials, and other sources of investment and financing. The purpose 
of these discussions was to attempt to generate a greater interest in, 
and understanding of, the program on the part of financial institutions; 
to obtain their suggestions for further revisions of the plans and the 
contractual documents to make the program more acceptable as an 
investment; and to obtain the views of the contractors and sources of 
money as to w hy more acceptable bids were not being received on the 
projects. The General Services Administrator stated that he had 
made every effort to make Public Law 519 an effective instrument to 
provide badly needed Federal buildings. Failure has been due pri- 
marily to the increased demand for money and the resulting higher 
interest rates. In some cases where bids were received they were 
inadequate in number to provide any real competition. 


DISCUSSION 


The lease-purchase program appeared to be very popular at the 
time of its inception, and was generally accepted by the public. It 
was felt that under this program, many of the much needed buildings 
could be constructed. Members of Congress knew of the acute need 
for Federal buildings, courthouses, and post offices in many areas of 
the country where there have been large increases in population, addi- 
tional Federal judges have been authorized, postal activities have 
outgrown postal facilities, and where the htm activities of the 
Federal Government have been expanded. 

The committee was aware of the difficulties that would be encoun- 
tered, the studies that it would entail, and the rules and regulations 
that would be promulgated, in administration of a new program of 
this nature. It was believed that considerable advantage to the 
United States would be gained through overall savings in cost, ex- 
changing unsuitable buildings for new buildings properly designed for 
Government use, and use of land which has been federally owned for 
a considerable period of time and that had been removed from the 
local tax rolls. 

The committee held hearings and executive sessions in connection 
with approval of specific projects submitted by the Federal agencies. 
It was kept informed, generally, of the status of the program and the 
methods of advertising for competitive bids both on construction and 
financing the projects. The Treasury Department established an 
interest rate of 4 percent on the outstanding principal of the lease- 
purchase projects, which appeared adequate at that time. 

As a result of conferences, discussions, and suggestions from repre- 
sentatives of the construction industry and financial interests, the 
General Services Administration made certain changes in their bidding 
procedures and contractual documents. It was found that when 
separate bids are requested for financing and construction, they fre- 
quently obtain acceptable bids for one phase but not the other. 
Consequently, they have now adopted a package bid only, al 
for a three-party contract signed by the Government, the ‘builder, an 
the investor, where the builder’s undertaking is to build the i improve- 
ment, establish a trust for the holding of title during the term of the 
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purchase contract, and accept payment from the investor upon com- 
pletion of construction ; the investor’s obligation is to pay the builder; 
the Government’s obligation is to supervise construction, direct the 
investor to pay the builder upon completion, repay the investor with 
interest over the term period, and accept title from the trustee at 
the end. 

On February 13, 1957, the Administrator of General Services 
announced, with the concurrence of the Bureau of the Budget and 
the Treasury Department, that further offers of bids for construction 
of buildings under lease-purchase contracts would be temporarily 
deferred, and bids received would be rejected and pending negotiations 
suspended. ‘These steps were stated to be in line with the policy of 
the President, as stated in his messages on the State of the Union and 
the 1958 budget, to postpone all work which could be deferred, with 
the exception of construction to meet urgent needs for schools, high- 
ways, and housing, and thus avoid aggravating inflationary pressures 
by unnecessary competition for labor, abated and equipment. It 
was emphasized that when present inflationary pressures in the con- 
struction industry recede, advertising of projects would be resumed. 
In the meantime, General Services Administration would proceed with 
the preparation of architectural and engineering designs and with 
acquisition of sites for projects approved under the lease-purchase 
program to the extent of the funds available. Representatives of the 
Post Office Department stated that the deferral order also applied to 
that Department, but that in an emergency situation they would 
request a deviation from that policy. They planned, however, to 
continue their present program of obtaining post office buildings on a 
long-term leasing basis. 

On May 9, 1957, the Administrator of General Services advised the 
committee that he would resume advertising of certain lease-purchase 
projects for construction bids, since there were indications that the 
inflationary pressures have been relieved to some extent by the leveling 
off in the index of construction costs and evidence of construction 
labor surpluses in many localities and an easing in the supply of 
money. Four States have passed legislation authorizing municipalities 
to issue revenue bonds to finance lease-purchase projects, and a 
number of other States have similar legislation under consideration. 
It is proposed to request bids on those projects where sites have been 
acquired and are hitectural contracts will be completed by December 
31, 1957, and where financing is assured at not to exceed 4 percent 
interest. It is estimated that there are 39 such projects located in 
20 States. Since that date the Post Office Department has awarded 
contracts for two lease-purchase post office buildings. 

The Federal agencies are continuing their studies throughout the 
country to determine where other urgent needs would justify a project 
for Federal office space, and additional projects w il be offered for 
bids within the limit of funds available. Of the 98 projects approved 
by Congress for the General Services Administration, architect 
engineering contracts have been aw arded for 51, and sites have been 
AC quired, or are being acquired, for 72. Studies are being made of 166 
other locations as possibilities for additional buildings. 

The Administrator of General Services presented “several proposals 
to the committee for amending the basic Lease-Purchase Act, with 
the belief that they would make financing of the projects more attrac- 
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tive to all sources of funds, thereby solving many of the problems of 
the investors, and would encourage construction bidding and provide 
more competition. The Assistant Postmaster General recommended 
adoption of the proposed amendments. 

The committee considered the information presented at the hearings 
and the amendments to the Lease-Purchase Act that were proposed. 
It was the opinion of the committee that the program should be 
extended, and other amendments adopted, particularly those with 
respect to the funding and financing aspects of the program. This 
would provide a flexible and workable law and alleviate many of the 
problems encountered in carrying out the program. While the pro- 

am has not been entirely successful, the committee still believes 
it to be a good law, that it can be made to work, that it is the only 
vehicle for obtaining Federal buildings at the present time, and that 
the Federal agencies should be given the necessary tools to permit 
operation under the law. 


AMENDMENTS PROPOSED 


Public Law 519, 83d Congress, requires equal annual payments for 
amortization of the principal of each purchase contract. The com- 
mittee recommends amending that provision so that during the con- 
struction period funds could be advanced and amortization of the 
principal could be started. This would follow the general practice 
in the construction industry. It is believed that this change will 
facilitate both temporary and permanent financing since it will pro- 
vide a means of eliminating or reducing short-term borrowing for 
construction, and of shortening the time the long-term investor must 
wait after making his commitment before investing his money and 
receiving amortization payments with interest. 

The existing law authorizes the Administrator to enter into agree- 
ments with “other public or private entity.”” The committee believes 
the group should be broadened to cover other possible public agencies, 
Federal lending agencies, or political subdivisions. 

The proviso in section 411 (d) which limits the aggregate annual 
amount of payments under a purchase contract to 15 percent of the 
appraised fair market value at the date of the contract or the date 
of completion of construction, depending on whether or not the build- 
ing is in existence at the date the contract is entered into, is inconsistent 
with the basic authority of the act. Congress sets the maximum limit 
of cost for a project by approving estimates thereof recommended by 
the executive agencies and has specified the minimum and maximum 
number of years over which the purchase price may be amortized, 
at the end of which time title to the property is required by the statute 
to vest in the United States. Any arbitrary limitation on the per- 
centage of fair market value which may be amortized annually might 
render the contract impossible of performance. The large majority 
of the projects involve new construction and it would be very difficult 
to determine in advance and before completion, what the fair-market 
value will be upon completion. The committee therefore recom- 
mends deletion of this proviso from the law. 

The Lease Purchase Act provides that no appropriations shall be 
made for purchase contract projects which have not been approved 
by resolutions adopted by the Committees on Public Works of the 
Senate and House of Representatives, respectively, within 3 years 
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after the date of enactment of the act. The act was approved July 
22, 1954. Therefore, in order that the Federal agencies may proceed 
with planning for additional urgently needed projects and submit 
them to the committees for approval it is necessary that the act be 
continued in force for an additional period, and the committee recom- 
mends an extension until the end of the fiscal year approximately 3 
years beyond the present expiration date for both title I and title II 
of the act, or June 30, 1960, 

Under the provisions. of the Lease Purchase Act, buildings are 
designed to meet the particular needs of the agencies to be housed 
therein for construction on sites acquired for the particular building. 
The projects must be approved by the Bureau of the Budget and bot 
committees of Congress before the site can be acquired or plans and 
specifications prepared. Thus, the maximum cost estimates required 
by law to be included in the prospectus submitted to obtain approval 
are prepared from sketch plans. The preliminary work required for 
a project, obtaining approval, acquiring a site, preparing building 
plans and specifications, and advertising for bids, are time-consuming 
procedures, and the estimates included in the prospectuses precede 
the award of construction contracts by from 6 to 18 months. 

The cost estimates of the projects already approved were based 
upon current costs at the time the estimates were made. The com- 
mittee was advised that from the time the first prospectuses were 
age er in 1954. and 1955 until the opening of construction bids in 
ate 1956, construction costs increased 10 to 15 percent. As a result 
the maximum cost ceilings set forth in the prospectuses were inade- 
quate to cover current construction costs. The Administrator of 
General Services stated that he expects to submit a revised prospectus 
on each approved project indicating the increased cost estimates. 
The committee believes that the Administrator should have general 
authority to exceed or reduce the maximum cost estimates presented 
in the prospectuses commensurate with increases or decreases in con- 
struction costs generally. It is believed, however, that any large 
increases will seriously affect the construction program, and should 
have committee approval. <A percentage increase figure of 7 percent 
is recommended, without committee approval. In arriving at a 
proper increase in the maximum cost of the projects, the committee 
expects the Administrator to make full use of the Engineering News 
Record Construction Cost Indices, estimates prepared by the F. W. 
Dodge Corp., and publications of the United States Departments of 
Labor and Commerce. 

The committee recommends amendments that would substitute for 
the certificates of need by the heads of the using agencies of the pro- 
posed buildings, a requirement for a comprehensive plan for providing 
space for all Government employees in the locality, and eliminate the 
requirement that prospectuses include a statement by the Director of 
the Bureau of the Budget, that the project is in conformity with the 
program of the President. These amendments will lend flexibility to 
the problem of allocation of space in the project based on conditions 
prevailing at the time of completion of construction, and would 
relieve the agencies of going to the Bureau of the Budget for approval 
of prospectuses. 

Several States have passed special legislation authorizing munici- 
palities to finance lease-purchase projects with proceeds from revenue 
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bonds. Insuch casés the Federal Government would not pay taxes 
on thése properties as the city would be the owner. The committee 

roposes amendments that would permit the Administrator orthe 
Podtindeter General to enter into agreetnents with municipalities and 
States with regard to redueing or making special tax arrangements on 
projects financed by public bodies. 

estimony presented at the hearings brought out that the difficulties 

encountered by contractors in obtaining financing constituted a major 
deterrent to the implementation of the program. Various potential 
sources of financing have indicated a lack of interest due to the fact 
that the Government’s contractual obligation to make the annual pay- 
ments due is the sole security offered. The committee believes that 
an amendment which would pledge the full faith and credit of the 
United States would materially aid market acceptability, and recom- 
mends a provision based on language contained in sections 10 (@) and 
10 £) of the United States Housing Act of 1937, as amended (42 
U.S. C. 1410 (e) and (f)), which is intended to accomplish the objec- 
tive without making the contracts publie-debt transactions. This 
authority would be subject to the restrictions in the law on total 
annual payments as well as to all the other requirements thereof. 

A technical amendment is proposed which is designed to remove 
questions raised by counsel for financing institutions as to whether 
the terms “purchase contracts” or ‘‘purchase contract” as used in the 
act include any contract or series or group of contracts entered into 
by the Administrator as necessary to implement and effectuate the 
purposes of the act. 

Counsel for potential investors of pension funds have expressed 
opinions that, in the absence of a court decision or amendatory 
legislation, they had serious doubt as to whether a financing institution, 
acting as pension trustee, could qualify as an assignee under the 
Assignment of Claims Act of 1940, as amended. ‘The question is not 
entirely free from doubt even though the Comptroller General of the 
United States, by decision dated October 9, 1956, specifically held 
that the validity of the assignment of the proceeds of a Government 
contract is not impaired by the fact that the indebtedness secured by 
the assignment represents an investment of trust funds, where legal 
title to, and control of such funds are vested in a bank or trust com- 
pany. The committee recommends an amendment that would 
eliminate this obstacle and enable participation of additional sources 
of financing in the lease-purchase program. 

The Public Buildings Act of 1926 authorized construction of certain 
public buildings for accommodation of the Federal agencies of the 
executive department, and established procedures with respect to 
carrying out such a program by the method of direct appropriations. 
The committee recommends certain amendments believed desirable 
for successful implementation of a direct appropriation construction 
program. ‘These amendments relate to submission of prospectuses to 
the Committees on Public Works of the Congress, the information to 
be included in such prospectuses, and submission of reports on projects 
thereunder. 

The committee believes the amendments embodied in Senate bill 
2261 are consistent with the basic purposes of Public Law 519 (83d 
Cong.) and the Public Buildings Act of 1926, as amended, and 
urgently recommends enactment of the legislation. 
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The favorable comments ‘of the Director of the Bureau of :the 
Budget and the Administrator of the General: Services. Administra- 
tion are included herewith. Tabulations of the lease-purchase proj- 
ects approved by the Committees on Public Works are included as 
appendices to this report. 


ANALYSIS OF THE BILL 


Section 1 amends section 101 of title I, the Public Buildings. Pur- 
chase Contract Act of 1954, as amended, Public Law 519, 83d Con- 
gress, which added section 411 to the Public Buildings Act of 1949. 

Subsection 1 (a) deletes obsolete language in section 411 (a) relative 
to a limitation on appropriations for fiscal year 1955... Amends. the 
provision requiring equal annual payments, and permits beginning the 
purchase contract term at the start of construction, so that the amor- 
tization of principal and interest may be commenced on that portion 
of the cost of the improvements as is represented by construction 
completed to the satisfaction of the Administrator. 

Subsection 1 (b) adds ‘Federal lending agency” and ‘‘public cor- 
poration” to the parties with which the Administrator of General 
Services is authorized to enter into agreements to effectuate the pur- 
poses of the act. 

Subsection 1 (c) deletes the provision in section 411 (d) which limits 
the aggregate annual amount of payments under a purchase contract 
to 15 percent of the appraised fair market value of the property at 
the date of the contract, or at the date of completion of construction 
in the case of property where construction was not completed on the 
contract date. This provision is generally inapplicable as the limita- 
tions on total costs, terms of payments, and annual payments, are set 
forth in the prospectus approved by the committees. 

Subsection 1 (d) deletes from section 411 (e) the 3-year period for 
approving projects under Public Law 519, and extends the time for 
approval of projects by the Committees on Public Works to June 30, 
1960. 

Subsection 1 (e) adds a proviso to item (2) of section 411 (e) that 
would permit the maximum cost set forth im any prospectus for any 
project to be exceeded by the percentage increase in construction 
costs from the time of transmittal, as determined by the Administrator, 
with approval required by the committees when such increase exec eeds 
7 percent of the maximum cost set forth in the prospectus. This 
procedure would permit adjustments in cost estimates to reflect 
changes from the date the prospectus is transmitted to the committee 
to the opening of construction bids. 

Subsection 1 (f) substitutes for the certificate of need of the using 
agency in (3) of section 411 (e), a requirement for a comprehensive 
plan for providing space for all Government employees in the locality 
of the proposed project, taking into account available space in existing 
Government owned and rented buildings. 

Subsection 1 (g) eliminates item (8) in section 411 (e) which re- 
quires that each prospectus include a statement by the Director, 
Sureau of the Budget, that the project is necessary and in conformity 
with the policy of the President. 

Subsection 1 (h) adds a proviso to section 411 (h) that would 
authorize the Administrator of General Services to enter into agree- 
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ments with States, counties, municipalities or any subdivision thereof 
for exemption from or reduction in taxes on property acquired, until 
title to such property passes to the United States. 

Subsection 1 (i) adds a new subsection (k) to section 411, that 
would pledge the full faith and credit of the United States for the 
payment of all annual payments contracted for under the section, and 
authorizes necessary appropriations for such purposes. It also au- 
thorizes the Administrator to require a contractor to pledge his annual 
payments as security against loans he may have received to finance 
construction of a project. 

Subsection 1 (j) adds a new subsection (L) to section 411, to clarify 
the definition of the term “‘purchase contracts” or “‘purchase contract” 
as used in the act, to include any contract, or series or groups of con- 
tracts, relating to a project that the Administrator deems necessary to 
carry out the purposes of the act. 

Subsection 1 (k) adds a new subsection (m) to section 411, relating 
to assignment of claims, to facilitate participation by trust funds, 
pension funds, public corporation, public or private entity, or other 
financing institution, in the purchase-contract program, whether act- 
ing as principal or trustee, upon assignment of funds due or to become 
due from the United States under any purchase contract entered into 
under the provisions of this act. 

Section 2 amends title II of Public Law 519, 83d Congress, the Post 
Office Department Property Act of 1954. 

Subsection 2 (a) amends subsection 202 (g) by deleting the 3-year 
period for approval of projects by the Committees on Public Works, 
and extending the time for such approval to June 30, 1960. 

Subsection 2 (b) eliminates item (8) in subsection 202 (g) which 
requires that each prospectus for a project include a statement by the 
Director of the Bureau of the Budget, that the project is necessary 
and in conformity with the policy of the President. 

Subsection 2 (c) adds a proviso to subsection 202 (h) that would 
authorize the Postmaster General to enter into agreements with States, 
counties, municipalities, or any subdivision thereof providing for 
reduction of or exemption from taxes on property acquired under this 
act, and otherwise payable under this subsection. 

Section 3 amends section 1 of the Public Buildings Act of 1926, as 
amended, by adding 3 new subsections thereto, relating to the con- 
struction of public buildings by the direct appropriation method, as 
follows: 

A new subsection (b) provides that no appropriation shall be made 
for construction of any project until the expiration of 30 calendar 
days of continuous session of the Congress following the date on which 
the Administrator of General Services has submitted to the Commit- 
tees on Public Works of the Senate and House of Representatives a 
prospectus of the proposed project, or where a resolution has been 
adopted by either committee, during such 30-day period, in which 
such committee disapproves such a project. 

New subsection (c) outlines the information to be included in the 
rospectuses of proposed projects submitted to the Committees on 
ublic Works, which is essentially the same as that now required for 

purchase contracts under existing law and amendments proposed in 
this act. 

New subsection (d) requires the Administrator of General Services 
to submit to the Congress, premptly after the convening of each new 
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Congress, a report showing the location, space, cost, and status of each 
project submitted under this act, and uncompleted as of the date of 
any prior report thereunder. 

Section 4 provides that prospectuses required by section 3 of this 
act shall supersede the reports required by section 4 of the Public 
Buildings Act of 1926, and section 409 of the Public Buildings Act of 
1949, as amended, and repeals said section 409. 

Section 5 authorizes appropriations of the necessary amounts to 
carry out the purposes of this act. 


GENERAL Services ADMINISTRATION, 


June 25, 1957. 
Hon. Dennis CHAVEZ, 


Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrMan: Your letter of June 12 requested our views 
on S. 2261 to amend and extend the Public Buildings Purchase Con- 
tract Act of 1954, as amended, the Post Office Department Property 
Act of 1954, as amended, and to require certain distribution and 
approval of new public building projects, and for other purposes. 

Section 1 of this bill would carry out the recommendations for 
amendment of the Public Buildings Purchase Contract Act of 1954 
made by this agency to your committee in our letter of March 18, 
1957, set forth at pages 39 to 42 of the report of hearings before a 
subcommittee of the Committee on Public Works, United States 
Senate, held on February 19, 20, and 27, 1957. 

We do not believe that it is appropriate to comment on section 2 
of the bill since it deals with the authority of the Post Office 
Department. 

Sections 3 and 4 of the bill would provide certain amendments to 
the Public Buildings Act of 1926 (40 U. S. C., 341) which we believe 
desirable to successful implementation of a direct appropriation con- 
struction program. Section 5 would authorize appropriations to carry 
out the purposes of the bill. 

This bill is consistent in basic purpose with H. RB. 6993 and is 
identical thereto with certain exceptions. The only substantive dif- 
ference appears in section (e) of S. 2261 wherein a limitation of 7 
percent is placed on authorized increases not requiring committee 
reapproval whereas no such limitation is contained in H. R. 6993. 

GSA favors enactment of and urges early action on S. 2261. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
FRANKLIN G. Fiorte, Administrator. 





ExecuTivE OFrricre OF THE PRESIDENT, 
BuREAU OF THE BupDGET, 
Washington, D. C., June 20, 1957. 
Hon. Dennis CuHavez, 
Chairman, Committee on Public Works, 
United States Senate, 
Senate Office Building, Washington, D. C. 

My Dear Mr. Cuareman: This will acknowledge your letter of 

June 12, 1957, inviting the Bureau of the Budget to comment on S, 
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2261, a bill to amend and extend the Public Buildings Purchase Con- 
tract Act of 1954, as amended, the Post Office Department Property 
Act of 1954, as amended, and to require certain distribution and 
and approval of new public building projects, and for other purposes. 

The first two sections of S. 2261 amend the laws under which the 
General Services Administration and the Post Office Department are 
authorized to acquire public buildings under lease-purchase contracts. 
The purpose of these amendments is to facilitate the private financing 
of lease-purchase contracts and provide certain technical improve- 
ments in the operation of the program. 

The third and fourth sections of the bill prescribe a new procedure 
under which the Public Works Committees of the House and Senate 
authorize public building projects for construction by the General 
Services Administration under direct appropriations which the bill 
also authorizes. 

The Bureau of the Budget recommends that your committee give 
favorable consideration to this bill. 

Sincerely yours, 
(Signed) Perrcrvat F. BrunpaGe, 
Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


[Pustic Law 519—83p ConGress] 
(CHAPTER 560—2D SEsSION] 


{H. R. 6342] 

AN ACT To amend the Public Buildings Act of 1949 to authorize the Adminis- 
trator of General Services to acquire title to real property and to provide for 
the construction of certain public buildings thereon by executing purchase 
contracts; to extend the authority of the Postmaster General to lease quarters 
for postoffice purposes; and for other purposes 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, 


TITLE I—GENERAL SERVICES ADMINISTRATION 


Src. 101. The Public Buildings Act of 1949 is amended by (1) 
redesignating section 411 thereof as_section 412, and (2) inserting, 
immediately after section 410 thereof, the following new section: 

“Sec. 411. (a) Whenever the Administrator of General Services 
determines that (1) the needs for space for the permanent activities 
of the Federal Government in any particular area cannot be satisfied 
by utilization of any existing property suitable for the purpose then 
owned by the Government, and (2) the best interests of the United 
States will be served by taking action hereunder, he is hereby author- 
ized to obtain and provide space for the accommodation of activities 
of the Goyernment in the several States, the District of Columbia, 
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and the Territories and possessions of the United States (ineluding 
Guam), except for the accommodation of activities of the Post Office 
Department, by negotiating and entering into purchase contracts, the 
terms of which shall not be less than ten nor more than twenty-five 
years and which shall provide in each case that title to the property 
shall vest in the United States at or before the expiration of the con- 
tract term and upon fulfillment of the terms and conditions stipulated 
in each of such purchase contracts. Such terms and conditions shall 
include provision for the application to the purchase price agreed 
upon therein of installment payments made thereunder including pro- 
vision for the exchange of surplus real property or real property 
which may become surplus as a result of such agreement, where the 
Administrator determines that the best interests of the Government 
in economy and efficiency of operation will be served. Every pur- 
chase contract entered into pursuant to this title shall provide for 
equal annual payments for the amortization of principal with interest 
thereon and the Administrator shall not enter into any such contract 
unless the amount of the annual payment required by such contract 
plus the aggregate of the annual payments required by all other pur- 
chase contracts entered into during the same fiscal year do not exceed 
the specific limitations on such payments which shall be provided in 
appropriation acts: [Provided, That prior to July 1, 1955, a limitation 
of not to exceed $5,000,000 is hereby established for such purpose. ] 
Provided, That subject to the foregoing restrictions on total annual pay- 
ments, any such purchase contract may provide for payments at such 
intervals as the Administrator may deem necessary and, without regard 
to the foregoing requirement for equal annual payments, for partial pay- 
ments during construction to cover interest on and amortization of the 
earned portion of the purchase price. 

‘“(b) The Administrator of General Services is authorized to exer- 
cise the powers granted in this section with respect to existing prop- 
erties, including those for which conversions, additions, extensions, 
or remodeling may be required, and properties upon which construc- 
tion is to be subsequently effected in pursuance of the terms of appli- 
cable purchase contracts. 

‘““(¢) The Administrator of General Services is authorized to enter 
into agreements with any person, copartnership, corporation, Federal 
lending agency, public corporation, or other public or private entity, to 
effectuate any of the purposes of this section; and is further authorized 
to bring about the development and improvement of any land owned 
by the United States and under the control of the General Services 
Administration including the demolition of obsolete and outmoded 
structures situated thereon, by providing for the construction thereon 
by others of such structures and facilities as shall be the subject 
of the applicable purchase contracts. 

“(d) Each such purchase contract shall include such provisions as 
the Administrator of General Services, in his discretion, shall deem 
to be in the best interests of the United States and appropriate to secure 
the performance of the obligations imposed upon the party or parties 
that shall enter into such agreement with the United States[[: Pro- 
vided, That no such agreement may provide for the payment by the 
United States in pursuance of the terms thereof of moneys in an 
aggregate annual amount in excess of 15 per centum of the appraised 
fair market value of the property at the date of the purchase contract, 
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or in the case of property where construction shall not have been 
completed at that date in excess of 15 per centum of the fair market 
value at the date of completion of such construction]. No such 
purchase contract shall provide for any payments to be made by the 
United States in excess of the amount necessary, as determined by 
the Administrator, to— 

“(1) amortize— 

““(A) the cost of improvements to be constructed plus the 
fair market value, on the date of the agreement, of the site, 
if owned or acquired by the contractor; or 

“(B) the fair market value, on the date of the agreement, 
of completed improvements together with the site thereof; or 

“(C) a combination of the foregoing in the case of existing 
improvements to be remodeled by the contractor; and 

“(2) provide a reasonable rate of interest on the outstanding 
principal as determined under (1) above; and 

‘“‘(3) reimburse the contractor for the cost of any other obliga- 
tions assumed by him under the contract, including (but not 
limited to) payment of taxes, costs of carrying appropriate 
insurance, and costs of repair and maintenance if so assumed by 
the contractor. 

“‘(e) No proposed purchase contract agreement shall be executed 
under this section unless such agreement has been approved by the 
Director of the Bureau of the Budget, as evidenced by a written state- 
ment of such officer to the effect that the execution of such agreement is 
necessary and is in conformity with the policy of the President. No 
appropriations shall be made for purchase contract projects which have 
not been approved by resolutions adopted by the Committees on 
Public Works of the Senate and House of Representatives, respectively, 
[within three years after the date of enactment of this Act.] on or 
before June 30, 1960. For the purpose of securing consideration of 
said approval the Administrator shall transmit to each such Committee 
a* prospectus of the proposed project, including (but not limited to)— 

“(1) a brief description of the building located or to be erected 
at a given location; 

“(2) an estimate of the maximum cost of site and building 
together with the term of years over which payments would run 
and the maximum rate of interest that would be acceptable for 
any deferred part of such cost[[;]: Provided, That the maximum 
cost set forth in any prospectus for any project may be exceeded by 
an amount equal to the percentage increase, if any, as determined by 
the Administrator of General Services, in construction costs dating 
from the time of transmittal of such project to such committees, but 
in no event sha!l such increase exceed 7 per centum of the maximum 
costs set forth in the prospectus without approval of such committee; 

[‘(3) a certificate of need for the space signed by the head of 
the agency or agencies which will use the facility] “(3) @ com- 
prehensive plan for providing space for all Government employees 
un the locality of the proposed project. having due regard for suitable 
space which may continue to be available in existung Government- 
owned buildings and in rented buildings; 

“(4) a statement by the Administrator of the General Services 
Administration that suitable space owned by the Government is 
not available and that suitable rental space is not available at a 
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price commensurate with that to be afforded through the contract 
proposed; 

(5) a statement of the managerial, custodial, heat and utility 
services to be provided by the contractor, or an estimate of their 
probable cost if to be supplied in any part by the Government; 

(6) a statement of the requirements for tax liability, upkeep 
and maintenance of the property by either the contractor or the 
Government during the period of the contract; 

“(7) a statement of rents and other housing costs currently 
being paid by the Government for any agencies to be housed in 
the building to be erected. [and 

[‘‘(8) a statement in writing by the Director of the Bureau of 
the Budget that the project is necessary and in conformity with 
the policy of the President. J 

“(f) Funds now or hereafter available for the payment of rent 
and related charges for premises, whether appropriated directly to 
the General Services Administration or to any other agency of the 
Government and received by said Administration for such purpose, 
may be utilized by the Administrator of General Services to make 
payments becoming due from time to time from the United States 
as current charges in connection with agreements entered into under 
authority of this section: Provided, That no such funds may be 
expended for acquisition of title to the property covered by any such 
agreement prior to the expiration of the contract term spec ified therein 
(whether by exercise of option to purchase or otherwise) in the 
absence of specific appropriation of funds for such acquisition, which 
appropriations are hereby authorized: Provided further, That the 
value of any Government real property to be exchanged under any 
such agreement may be credited at the time of exc hange to the pay- 
ments to be made by the United States thereunder: Provided further, 
That Government real property to be exchanged may be credited in 
whole or in part to the purchase price of the property for which it 
is exchanged, except that where the amount of the credit for the real 
property to be exchanged exceeds the amount of the purchase price, 
the amount of the remaining proceeds shall, except as provided in 
section 205 of the Post Office Department Property Act of 1954, be 
covered into the miscellaneous receipts of the Treasury of the United 
States. 

“‘(¢g) When requested by the Postmaster General, the Administrator 
of General Services is hereby authorized to exercise the authority 
vested in him by this section (1) to acquire property for postal pur- 
poses, or (2) to provide space for postal purposes in buildings acquired 
under this section for other purposes. 

“(h) With respect to any interest in real property acquired under 
the provisions of this section, the same shall be subject to State and 
local taxes until title to the same shall pass to the Government of the 
United States[.]: Provided, That the Administrator of General Services 
is authorized to enter into agreements with any State, county, municipality, 
or any subdivision thereof providing for reduction in the amount of or for 
exemption from tazes otherwise payable under this subsection. 

“(i) If any provision of this section or the application thereof to 
any person or circumstance is held invalid, the remainder of this sec- 
tion and the application thereof to other persons or circumstances shall 
not be affected thereby. 
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“(j) (1) Section 302.(c) of the Federal Property and Administrative 
Services Act of 1949 and section 355 of the Revised Statutes, as 
amended (50 U.S. C. 175), shall apply to purchase contract agree- 
ments entered into under this section, except that any such agreement 
may be entered into and placed in effect after request for but prior 
to receipt of an opinion of the Attorney General with respect to the 
validity of title to the property described therein. 

‘““(2) Except as provided by paragraph (1) of this subsection, sec- 
tions ies? ry and 3736 of the Revised Statutes, as amended (40 
U.S. C. 259; 41 U.S. C. 12, 14); section 1 of the Act of March 3, 1877 
(19 Stat. 376. 40 U.S. C. 34); section 3 of the Act of August 27, 1935, 
as amended (60 Stat. 257; 40 U.S. C. 304c); section 407 of this Act; 
and any other provision of law (except Seen labor standards 
provisions) relating to the acquisition of real property, construction 
of buildings, or leasing of space, shall not apply to purchase contract 
agreements executed under this section.”’ 

“(k) The faith of the United Siates is solemnly pledged to the payment 
of all annual payments contracted for under purchase contracts entered 
into pursuant to this section, and there is hereby authorized to be appro- 
priated in each fiscal year, out of any money in the Treasury not otherwise 
appropriated, the amounts necessary to provide for such annual payments. 
Payments under purchase contracts entered into pursuant to this section 
shall be pledged, if the Administrator of General Services so requires, as 
security for any loans obtained by a contractor to assist in the financing 
of the construction of the projects to which the purchase contracts relate.’ 

““(l) Wherever, in this section, the Administrator of General Services 
is authorized to enter into ‘purchase contracts’ or a ‘purchase contract’, 
such authorization shall be deemed to include any contract or series or 
group of contracts, including but not limited to contracts covering acquisi- 
tion of sites, preparation of plans and specification, financial arrange- 
ments and construction which the Administrator of General Services 
deems wn ssary to effectuate any of the purposes of this section.” 

“(m) Notw ithstanding the provisions of the Assignnend of Claims Act 
of 1940, as amended (31 U.S. C. 208, 41 U.S. C. 15), assignment of 
moneys due or to become due from the Un ited States under any purchase 
contract entered into pursuant to the provisions of this section may be 
assigned to any bank, trust company, trust, insurance company, pension 
fund, other financing institution including a Federal lending agency, or 
any other individual, firm, or organization, or any public corporation or 
other public or private entity, providing the financing in connection with 
any approved project, whether acting as principal or trustee.” 

Sec. 102. It is not the intention of the Congress that the program 
authorized by this title shall constitute a substitute for or a replace- 
ment of any program for the construction by the United States of such 
structures as may be required from time to time by the Federal 
Government. 

Src. 103. This title may be cited as the “Public Buildings Purchase 
Contract Act of 1954’’. 


TITLE II—POST OFFICE DEPARTMENT 
Sec. 201. It is the purpose of this title to supplement existing pro- 


visions of law for the leasing of space for postal purposes by providing 
authorization for the acquisition by the Postmaster General of such 
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space through the execution of lease-purchase and other agreements 
under which the United States will obtain immediate use of such space 
and will make periodic payments, and in the case of lease-purchase 
agreements will obtain title to the property described therein at or 
prior to the end of the term prescribed therein. It is not the intention 
of the Congress that the program authorized by section 202 of this title 
shall constitute a substitute for or a replacement of any program for 
the construction by the United States of such structures as may be 
required from time to time by the postal service. 

Sec. 202. (a) Whenever the Postmaster General determines that 
(1) there is a substantial need for space for postal purposes in any 
particular area which cannot be satisfied by utilization of any existing 
property suitable for the purpose then owned by the Government, (2) 
the receipts of the post office serving such area exceed $10,000 per year, 
and (3) the best interests of the United States will be served by taking 
action hereunder, he is hereby authorized to obtain and provide space 
for postal purposes in suitable structures of permanent-type construc- 
tion in the several States, the District of Columbia, and the Territories 
and possessions of the United States (including Guam), by negotiating 
and entering into lease-purchase agreements, the terms of which shall 
not be less than ten nor more than tw enty five years and which shall 
provide in each case that title to the property shall vest in the United 
States at or before the expiration of the leasehold term and upon 
fulfillment of the terms and conditions stipulated in each of such 
lease-purchase agreements. Such terms and conditions shall include 
provision for the application to the purchase price agreed upon therein 
of renfal payments made thereunder. Such payments under any such 
agreement may include amounts for the amortization of the fair market 
value on the date of such agreement of the property described therein. 
The financial transactions of the Post Office Department with respect 
to such lease-purchase agreements shall be subject to the accounting 
and auditing requirements of the Post Office Department Financial 
Control Act of 1950 (Act of August 17, 1950, ch. 735, Eighty-first 
Congress, second session). 

(b) Except as provided in subsection (d) of this section, the Post- 
master General is authorized to exercise the powers granted in this 
section with respect to existing properties, ialeiion those for which 
conversions, additions, extensions, or remodeling may be required, and 
properties upon which construction is to be subsequently effected in 
pursuance of the terms of applicable lease-purchase agreements. 

(c) Except as provided in subsection (d) of this section, the Post- 
master General is authorized to enter into agreements with any person, 
copartnership, corporation, or other public or private entity, to effec- 
tuate any of the purposes of this section; and is further authorized 
to bring about the development and improvement of any land pur- 
chased by the United States for postal purposes, including the demo- 
lition of obsolete and outmoded structures situate thereon, by provid- 
ing for the construction thereon by others of such structures and 
facilities as shall be the subject of the applicable lease-purchase 
agreement. 

(d) The authority conferred on the Postmaster General by; sub- 
sections (b) and (c) of this section to enter into lease-purchase agree- 
ments with respect to property owned by the Government on the date 
of the enactment of this Act, is hereby restricted to exclude,from:such 
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authority any site which has been acquired pursuant to law, prior to 
the enactment of this Act, on which there has been constructed a 
building to be used for postal purposes and which is presently being 
used for such purposes. 

(e) Each such lease-purchase agreement shall include such provi- 
sions as the Postmaster General, in his discretion, shall deem to be 
in the best interest of the United States and appropriate to secure 
the performance of the obligations imposed upon the party or parties 
that shall enter into such agreement with the United States. No 
such agreement shall provide for any payment to be made by the 
United States in excess of the amount necessary, as determined by 
the Postmaster General, to— 

(1) amortize— 

(A) the cost of improvements to be constructed plus the 
fair market value, on the date of the agreement, of the site, 
if owned or acquired by the contractor, or 

(B) the fair market value, on the date of the agreement, of 
completed inprovements together with the site thereof, or 

(C) a combination of the foregoing in the case of existing 
improvements to be remodeled by the contractor; and 

(2) provide a reasonable rate of interest on the outstanding 
principal as determined under (1) above, and 

(3) reimburse the contractor for the cost of any other obliga- 
tions assumed by him under the contract, including (but not 
limited to) payment of taxes, costs of carrying appropriate insur- 
ance, and costs of repair and maintenance if so assumed by the 
contractor. ; 

(f) Funds available to the Post Office Department for the payment 
of rents are authorized to be utilized by the Postmaster General to 
make any payments becoming due from time to time from the United 
States in pursuance of lease-purchase agreements entered into under 
the authority of this title: Provided, That no such funds may be 
expanded for acquisition of title to the property covered by any lease- 
purchase agreement prior to the expiration of the leasehold term speci- 
fied therein (whether by exercise of option to purchase or otherwise) 
in the absence of specific appropriation of funds for such acquisition, 
which appropriations are hereby authorized. 

(g) No proposed lease-purchase agreement shall be executed under 
this section unless such agreement has been approved by the Director 
of the Bureau of the Budget, as evidenced by a written statement of 
such officer to the effect that the execution of such agreement is neces- 
sary and is in conformity with the policy of the President. No appro- 

riations shall be made for lease-purchase projects which have not 

een approved by resolutions adopted by the Committees on Public 
Works of the Senate and House of Representatives, respectively, 
[within three years after the date of enactment of this Act.] on or before 
June 30, 1960. For the purpose of securing consideration of said ap- 
proval the Postmaster General shall transmit to each such Committee 
a prospectus of the proposed project, including (but not limited to)— 

(1) a brief description of the building located or to be erected 
at a given location; 

(2) an estimate of the maximum cost of site and building to- 
gether with the term of years over which payments would run 
and the maximum rate of interest that would be acceptable for 
any deferred part of such cost; 
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(3) a certificate of need for the space signed by the head of the 
agency or agencies which will use the facility; 

(4) a statement by the Postmaster General that suitable space 
owned by the Government is not available and that suitable rental 
space is not available at a price commensurate with that to be 
afforded through the contract proposed; 

(5) a statement of the managerial, custodial, heat and utility 
services to be provided by the contractor, or an:estimate of their 
probable cost if to be supplied in any part by the Government; 

(6) a statement of the requirements for tax liability, upkeep 
and maintenance of the property by either the contractor or the 
Government during the period of the contract; 

(7) a statement of rents and other housing costs currently 
being paid by the Government for any agencies to be housed in 
the building to be erected[[; and 

[(8) a statement in writing by the Director of the Bureau of 
the Budget that the project is necessary and in conformity with 
the policy of the President. ]. 

(h) With respect to any interest in real property acquired under the 
provisions of this section, the same shall be subject to State and local 
taxes until title to the same shall pass to the Government of the 
United States [.]: Provided, That the Postmaster General is authorized-to 
enter into agreement with any State, county, municipality, or any sub- 
division thereof providing for reduction in the amount of or for exemption 
from taxes otherwise payable under this subsection. 

(i) Every lease-purchase agreement entered into pursuant to this 
title shall provide for equal annual payments for the amortization 
of principal with interest thereon and the Postmaster General shall 
not enter into any such contract unless the amount of the annual pay- 
ment required by such contract plus the aggregate of the annual 
payments required by all other lease-purchase agreements entered into 
during the same fiscal year do not exceed the specific limitations on 
such payments which shall be provided in appropriation acts: Pro- 
vided, That prior to July 1, 1955, a limitation of not to exceed 
$3,000,000 is hereby established for such purpose. 

Sec. 203. (a) The Postmaster General is authorized to— 

(1) negotiate and enter into lease agreements with any person, 
copartnership, corporation, or other public or private entity, 
which do not bind the Government for periods exceeding thirty 
years for each such lease agreement, on such terms as the Post- 
master General deems to be in the best interests of the United 
States, for the erection by such lessor of such buildings and im- 
provements for postal purposes as the Postmaster General deems 
appropriate, on lands sold, leased, or otherwise disposed of by the 
Postmaster General to, or otherwise acquired by, such person, 
copartnership, corporation, or public or private entity; 

(2) for the purposes of paragraph (1) of this section, and 
without regard to the Federal Property and Administrative Serv- 
ices Act of 1949 (Act of June 30, 1949, ch, 288, Eighty-first Con- 
gress, first session), as amended— 

(A) acquire by purchase, condemnation, lease, donation, 
or otherwise, and on such terms as he shall deem appropriate 
to the best interests of the United States, real property and 
interests therein, for use for postal purposes; and 
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' (B) @ispose of ‘real property, and intérests therein, 
altgced for use or used for'postal purposes by sale, ledse, or 
otherwise, on such terms as he shall deem appropriate to the 

“best interests of the United States: Provided, That the Post- 
“(master ‘General shall not; for the purposes of this seetion, 
dispose of (1) any Government-owned property, or interests 
theréin,- acquired pursuant to section 101 of the Public Build- 
ings Act of 1949 (63 Stat. 176) or (2) any Government- 
owned property, or interests therein, which has been acquired 
pursuant to law, prior to the enactment of this Act, on which 
there has been constructed a building to be used for postal 
purposes and which is presently being used for such purposes. 

(b) Funds available to the Post Office Department for the payment 
of rents aré authorized to be utilized by the Postmaster General for the 
purposes of this section. 

Se. 204: ‘The Postmaster General may, at the time he enters into 
any lease-purchase or lease agreement under authority of this title, 
include in such agreement a provision for adjustment of the rental 
paid to any lessor to compensate for any increase or decrease in taxes 
on the leased property. 

Sxc¢. 205. (a) Amounts received by the Government from sales, 
leases, or other disposals of property acquired under authority of this 
title in the performance by the Postmaster General of the functions 
vested in him by this title shall be credited to the current applicable 
appropriation of the Post Office Department and shall be available 
for expenditure for the pruposes of this title: Provided, That any 
amount received by the Postmaster General from the sale of such 
property, under authority of this title, which exceeds the amount paid 
therefor from the appropriations for the Post Office Department, 
shall be covered into the Treasury as miscellaneous receipts. 

(b) Any amounts received by the Postmaster General from the 
sale, lease, or other disposal of real property acquired by the Govern- 

ment undef authority of the Public Buildings Act of May 25, 1926 

(44 Stat. 630), as amended, and the Public Buildings Act of 1949 (63 

Stat. 176), as amended, which may be transferred to the Postmaster 

General, shall be disposed of in accordance with the provisions of 

section 321 of the Act entitled “An Act making appropriations for 

the Legislative Branch of the G rovernment for the fiscal year ending 

June 30, 1933, and for other purposes” (47 Stat. 412;40 U.S. C. 30: 3b), 

section 5 of the Public Buildings Act of May 25, 1926, as amended 

(44 Stat. 633; 40 U.S. C. 345), or section 204 of the Federal Property 

and one ras Services Act of 1949, as amended (63 Stat. 388; 

40 U.S. C. 485), whichever section may be applicable. 

Src. 206. The Postmaster General shall take title, on behalf of the 
United States, to all real property purchased by him under authority 
of this title. 

Sec. 207. (a) Section 355 of the Revised Statutes, as amended (50 
U. S. C. 175), shall apply to the acquisition in fee simple of real 
property under this title, except that any lease-purchase agreement to 
acquire real property under this title may be entered into and placed 
in effect after request for but prior to receipt of an opinion of the 
Attorney General with respect to the validity of title to the real 
property described therein. 

(b) Section 3709 of the Revised Statutes, as amended (41 U.S.C. 5), 
shall apply (1) to the acquisition of real property by lease-purchase 
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agreements, under authority of section 202 of this title, and (2) to the 
lease agreements entered into under authority of paragraph (1): of 
section 203 (a) of this title. 

(c) Exeept as provided by subsections (a) and. (b) of this section, 
sections 3733, 3734, and 3736 of the Revised Statutes, as amended (40 
U.S. C.259;41 U.S. C. 12, 14); section 1 of the Act of March 3, 1877 
(19 Stat. 370; 40 U.S. C. 34); and any other provision of law (except 
applicable labor standards provisions) relating to the acquisition or 
disposal of real property, construction of buildings, or leasing of space, 
shall not apply to any of the functions performed by the Postmaster 
General in effectuating the purposes of this title. 

Sec. 208. No agreement shall be entered into under this title later 
than a date ten years after the date of enactment of this title. 

Sec. 209. The Postmaster General shall include in his annual report 
an account of transactions conducted during the applicable year pur- 
suant to the provisions of this title. 

Sec. 210. This title may be cited as the ‘Post Office Department 
Property Act of 1954’’. 

Approved July 22, 1954. 


[Pustic—No. 281—69TH ConerREss] 
fH. R. 6559] 


AN ACT To provide for the construction of certain public buildings, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, [That, to enable] That (a) 
to enable the Secretary of the Treasury to provide suitable accommoda- 
tions in the District of Columbia for the executive departments, and 
independent establishments of the Government not under any execu- 
tive department, and for courthouses, postoffices, immigration stations, 
customhouses, marine hospitals, quarantine stations, and other public 
buildings of the classes under the control of the Treasury Department 
in the States, Territories, and possessions of the United States, he is 
hereby authorized and directed to acquire, by purchase, condemna- 
tion, or otherwise, such sites and additions to sites as he may deem 
necessary, and to cause to be constructed thereon, and upon lands 
belonging to the Government conveniently located and available for 
the purpose (but exclusive of military or naval reservations), ade- 
quate and suitable buildings for any of the foregoing purposes, giving 
preference, where he considers conditions justify such action, to cases 
where sites for public buildings have heretofore been acquired or 
authorized to be acquired, and to enlarge, remodel, and extend exist- 
ing public buildings under the control of the Treasury Department, 
and to purchase buildings, if found to be adequate, adaptable, and 
suitable for the purposes of this Act, together with the sites thereof, 
and to remodel, enlarge, or extend such buildings and provide proper 
approaches and other necessary improvements to the sites thereof. 
When a building is about to be constructed on a site heretofore 
acquired and such site is found by the Secretary of the Treasury to 
be unsuitable for its intended purpose, he is hereby further authorized 
and empowered to acquire a new site in lieu thereof by purchase, 
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condemnation, exchange, or otherwise, and except in case of exchange 
to dispose of the present site by public sale and to execute the neces- 
sary quitclaim deed of conveyance: Provided, however, That the Secre- 
tary of the Treasury is also authorized to acquire a site for a building 
for the Supreme Court of the United States: Provided, further, That 
aside from land that may be acquired for a site for a building for the 
Supreme Court of the United States, and for enlarging the site of the 
Government Printing Office, or erecting a storage warehouse or ware- 
houses, the sum of $50,000,000, hereinafter authorized for projects in 
the District of Columbia, shall be used exclusively for the purpose of 
acquiring by purchase, condemnation, or otherwise, south of Penn- 
sylvania Avenue and west of Maryland Avenue, projected in a straight 
line to Twining Lake, such sites or additions to sites as the Secretary 
of the Treasury may deem necessary to provide such suitable office 
accommodations in the District of Columbia as are hereinbefore 
mentioned, of constructing adequate and suitable buildings for the 
furnishing of such office accommodations on said sites or additions to 
sites, or on sites already owned by the Government south of Penn- 
sylvania Avenue and west of Maryland Avenue, as above mentioned, 
and of providing suitable approaches to said buildings, and beautify- 
ing and embellishing their surroundings as nearly in harmony with 
the plan of Peter Charles L’Enfant as may be practicable. Said 
buildings shall be so construeted as to combine high standards of 
architectural beauty and practical utility: Provided, That in carrying 
into effect the provisions of this Act, in so far as relates to buildings 
to be used in whole or in part for post-office purposes, the Secretary 
of the Treasury, under regulations to be prescribed by him, shall act 
jointly with the Postmaster General in the selection of towns or cities 
in which buildings are to be constructed and the selection of sites 
therein: Provided further, That all sketches, plans, and estimates for 
buildings shall be approved by the Secretary of the Treasury and the 
heads of the executive departments which are to be located in such 
building. 

The Secretary of the Treasury is authorized to carry on the construc- 
tion work herein authorized by contract, or otherwise, as he deems 
most advantageous to the United States. 

In all cases where the construction of buildings in the District of 
Columbia, under the provisions of this Act, requires the utilization, 
in the opinion of the Secretary of the Treasury, of contiguous squares 
as sites thereof, authority is hereby given for closing and vacating 
such portions of streests as lie between such squares and such alleys 
as intersect such squares, and the portions of such streets and alleys 
so closed and vacated shall thereupon become parts of such sites. 

“(b) No appropriation shall be made to carry out the purposes of this 
Act for any project (1) until the expiration of thirty calendar days 0 
continuous session of the Congress following the date on which the Aa- 
ministrator of General Services has submitted to the Committees on Public 
Works of the Senate and House of Representatives a prospectus of the 
proposed project, or (2) where a resolution has been adopted by either 
committee, during such period, stating in substance that such committee 
does not approve of such a project. For the purposes of this subsection 
continuity of session shall be considered as broken only by an adjourn- 
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ment of the Congress sine die, but in the computation of the thirty-day 
period there shall be excluded the days on which either House is not in 
session because of an adjournment of more than three days to a day certain. 

“(e) The prospectus of the proposed project shall include (but not be 
limited to)— 

(1) a brief description of the building located or to be erected at 
a given location; 

““(2) an estimate of the maximum cost of the site and building: 
Provided, That the maximum cost set forth in any prospectus for 
any project may be exceeded by an amount equal to the percentage 
increase, if any, as determined by the Administrator of General 
Services, in construction costs dating from the time of transmittal of 
such project to such committees, but in no event shall such increase 
exceed 7 per centum of the maximum cost set forth in the prospectus 
without approval of such committee; 

“(3) a comprehensive plan for providing space for all Government 
employees in the locality of the proposed project, having due regard 
for suitable space which may continue to be available in existing 
Government-owned buildings and in rented buildings; 

“(4) a statement by the Administrator of General Services that 
suitable space owned by the Government is not available and that 
suitable rental space is not available at a price commensurate with 
that to be afforded through the proposed action; and 

““(5) a statement of rents and other housing costs currently being 
paid by the Government for agencies to be housed in the building to 
be constructed, enlarged, remodeled, extended, or purchased. 

““(d) The Administrator of General Services shall submit to the Congress 
promptly after the convening of each new Congress, a report showing the 
location, space, cost, and status of each project submitted under this Act 
and uncompleted as of the date of any prior report under this Act.” 


[Pustic Law 105—81st Conaress] 
[CHAPTER 218—I1sT SESSION] 
[S. 714] 


AN ACT To provide for comprehensive planning, for site acquisition in and out- 
side of the District of Columbia, and for the design of Federal building proj- 
ects outside of the District of Columbia; to authorize the transfer of juris- 
diction over certain lands between certain departments and agencies of the 
United States; and to provide certain additional authority needed in connec- 
tion with the construction, management, and operation of Federal§public 
buildings; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the “Public Buildings Act of 1949”. 
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[Sxc. 409. The Federal Works Administrator and the Postmaster 
General shall submit to the Congress promptly after the convening of 
each new Congress, reports showing the location and the approximate 
accommodations of such public building projects throughout the 
United States, its Territories and possessions, as they shall find 
eligible to be constructed in accordance with applicable statutory pro- 
visions. Such reports shall indicate the limit of cost of each project 
when in excess of $200,000. When the estimated cost of a project 
does not exceed $200,000 the limit of cost shall be determined by the 
Commissioner of Public Buildings. The report herein provided for 
shall supersede the report required by the Public Buildings Act of 
1926 (44 Stat. 630, as amended).] 


Project 





Alabama 
Cainaen. 
Livit 


i 
Arizona: Phoenix......... 
Arkansas 
Helena 


Hot Springs. .......--| 


Little Rock 
California 

Los Angeies 

S IDADEO . ccsocccvce 

San Francisco......... 
Colorado: Denver-_.....--- | 
Connecticut: Hartford. ---| 
Florida | 


“Ta 








APPENDIXES 





AppENDIx I 


Approved projects— Title I 
GENERAL SERVICES ADMINISTRATION 





Purpose | 





Post office, etc 
..do : hanetaie ie ioraiag asta ene ei demamabniaeae 
| Courthouse and Federal office building 


Post office and courthouse 
..do Ktbuinvihnawbdbbethundthetonoonatalin 
| PeGaeel CEOS WORE 5 3 cb uw bscetbandicccccecsat 


| Courthouse and Federal office building 
..--do 


a do 





| a do Sc hatdanad tiie aaniobaants onunaua 
Mon rer Post office, etc _- oe a eS 
ORGics ws decane Post office and courthouse _...............-.-...- 
Georgia 
Atlanta...............| Communicable disease center. .............----- | 
Brunswick........... b. OG GENS, COG. cccnndkscddisaccwasccesansosedthane 
I a A ne Deed tiem aaaae 
WV Gt on vanuddlcnebe i cnttiadkesenssstwepensticuyieuethdheeannnhel 
Diotsincuen cages | Post office and courthouse............-.-.------- 
Breese ein acmtadeoiea set | De SEG, GG a.conchswenbubaessavaeneteheucens 
Reok Island . .sedcssedulecess a 
lo Va 
Burlington............].. ...do a 0 ee sr sraenigniaiatedieasa etait iat ben eotineae 
Post office and courthouse.................--.-.- 
PORE GES GOs as woe reincnetenedes dnslbessntieiee 
Kans | 
I MpPoOTia...... ccc 7 .do ecewn -cocsceececesesescesoeoecee= 
Kansas City......... Post office and courthouse.............-..-.-.-- 
Asn Oe icuataesod scan, een a 
OR hina dbeciawnianeien Dee Gee. Cie... ocucducsuduscctucdateisadessaeae 
Louisiana | 
TONG. 1 cccummnianteaan ee 8 a i ee eae 
RN 8» cicsmniniin Nabi EE Se ae eee er TE TTY! 
TAO CTOEE, cccancontaudinn * OR EES St ENE EE SE 
PO 55 cb namnenie | ..do oa 


Marylanc 
Baltimore... 


Post office. Fe deral office building and garage... 


Federal office building 





Denton Suisiaiai naka Post OF60. O60... « ccncamasaccccencanaccqshbababud | 
Massachusetts: Boston...| Federal office building. ..............-...-..---- | 
Minnesota | 

DONIGR. . jninnnnandih Past GOD, GOB. cccndsicccddnnccensnsnenbnesemnnee 

Brainard eae do Rey ee oe ASS 5s mon we Sccccccccccescces} 

Minneapolis..........| Courthouse and Federal office building ial 

MGGIMOGAG. ..-ccaccus Bg, fo a ee eae ---| 

Redwood Falls..-..-.- “= li -. . <n sncssbteinnsanabane weaned ble raeerequasan 

St. Paul.........-.-..| Post office and customhouse...........<ccccceces 
Mi ppi | | 

SE uneinoneaeien Post office and courthouse..........-.-.-.-------| 
Ss oa ant eumuceneiies do i ein ca li eae eel 
liaacebwnekeuannn Post 06300, C66. «. cacccccncsac epdeneudnsinanaaitiats 

Missour 
larshfield...........- I 
DOI s cadcic an i a a | 
SY SERS | Federal office building... ..............-...----- 
DO ciutiveticumedl REOOTG GONG casumecccccssscéaussecsunsetoncees 


Estimated 


cost 


, 000 
000 


, 000 
, 000 
000 


30, 890, 
10, 210, 
45, 300, 
6, 420, 
8, 350, 


000 
000 
000 
000 
000 


8, 875, 
310, 
1, 580, 


000 
000 


2, 330, 
1, 431, 
502, 


401, 


000 
000 
000 
000 


1, 100, 
224, 
2, 000, 


000 
000 


1, 328, 
, 630, 
1, 980, 


987 
000 
000 


_ 


600, 
2, 393, 
YDS, 


218, 


000 
303 
000 
000 


365, 
095, 
075, 
412, 


9, 670, 


000 
000 
000 
000 
000 


, 170, 
415, 
150, 


000 
000 
000 


200, 
612, 
5, 877, 


000 
000 
815 
555, 000 
440, 000 
5, 000 


1, 110, 
1, 200, 
829, 


000 
000 


324, 000 
487, 000 
13, 760, 000 
6, 740, 000 


000 | 


000 | 


000 | 








——— 


Date ap- 
proved 


July 13, 1956 

July 23, 1955 

July 13, 1956 
Do 

July 20, 1956 

July 13, 1956 

June 22, 1955 
Do 

Mar. 7, 1956 

July 26,1956 


July 25, 1956 


July 23, 1956 

July 25, 1956 
Do. 

July 27, 1955 
Do 

July 25, 1956 


July 26, 1956 


Do. 
July 25, 1956 


Mar. 15, 1956 
July 27, 1956 
Mar. 15, 1955 
July 25, 1956 
July 13, 1956 
July 15, 1955 
July 13, 1956 
July 20, 1956 
July 23, 1956 
July 29, 1955 
May 15, 1955 
July 22, 1956 
July 27,1955 
July 


25, 1956 
0. 
July 13, 1956 


July 25, 1956 
Do. 

July 27,1955 
July 20,1956 
Do. 

June 15, 1955 
27, 1955 
28, 1956 
23, 1956 


July 
June 
July 


July 13, 1956 
July 25, 1956 
Do, 

Do, 


25 
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Approved projects— Title I—Continued 





Project 





Nebraska: Omaha 


New Hampshire: Dur- | 


ham. 

New Mexico: Albuquer- 

que. 

New York: 
Brooklyn 
Jamestown. 
New York 


Ohio: 
Cincinnati 
Oklahoma: 
City. 
Oregon: Portland 
Pennsylvania: 





Pittsburgh 
South Carolina: Manning. 
South Dakota; Sisseton--- 
Tennessee: 

Carthage 

Kingsport 

ERIC... cccnncaes- 

Smithville 
Texas: 


Gainesville. .......... 
II cw cecntiitids eiataieonis 
McKinney 
| ei at te 
San Marcos........... 
UT busines cciahitantndepene 
i, , 
Utah: Salt Lake City 
Vermont: Burlington 
Virginia: 
Abingdon 
a | a 
Portsmouth_ ___- 
Richmond. _-- 
Waynesboro 
West Virginia: 
Charleston 


Mount Hope 
Parkersburg. ......... 
Ronceverte. .......... 
Wisconsin: Green Bay-._. 
Washington, D. C 


Oklahoma | 








Purpose 





Courthouse and Federal office building 


Post office and courthouse 


Custom house and Federal office building 
United Nations Headquarters 


Federal! office building 


Post office, ete 
Federal office building 
Post office, etc 


Post office, ete_._- 
Courthouse and Federal office building -_- 
Post office, etc 


Federal office building 
Post office and courthouse 


Federal supply warehouse- 


Post office, ete___-_- 
Federal office building 
Post office, ete 


Courthouse and Federal office 
Federal office building 7 


Post office and courthouse 
Mines building. 


Courthouse and Federal office 


Federal Office Building No. 5, 


building. 


Federal Office Building No. 


building. 


Federal Office Building No. 


building. 


Federal Office Building No. 


building. 


Federal Office Building No. 


building. 


Federal Office Building No. 


building. 


Federal office 


Federal office 
Federal office 
Federal office 
Federal office 


10, Federal 


Rr OI acer neneinnmnsbebinatamwaumnnmtyne 





office | 





| 








Estimated Date ap- 
cost proved 
i 
$9, 579,823 | July 27, 1955 
433, 600 | Do. 
6, 227,300 | May 23, 1955 
15, 200,000 | July 26, 1956 
1, 840,135 | June 15, 1955 
65, 100, 000 | July 26, 1956 
3, 390,000 | Julg 27,1955 
21, 700,000 | July 25, 1956 
4,950,000 | July 26, 1956 
7, 140,000 | June 22, 1956 
5, 092, £ July 25, 1956 
310,000 | July 20, 1956 
23, 960,000 | July 26, 1956 
364,000 | July 20, 1956 
530,000 | July 13, 1956 
272,000 | July 27,1955 
1, 146,000 | June 6, 1956 
275,000 | July 25, 1956 
263,000 | July 20, 1956 
216,000 | July 25, 1956 
24, 490,000 | July 24, 1956 
645,036 | July 29, 1955 
15, 300,000 | June 22, 1956 
480,000 | July 23, 1956 
620,000 | July 25, 1956 
576, 000 Do. 
392,000 | July 23, 1956 
1, 563,000 | July 20, 1956 
7,600,000 | July 25, 1956 
2,830,000 | July 27,1955 
543,210 | June 15, 1955 
7, 500,000 | July 25, 1956 
3, 575, 000 Do. 
7, 410,000 | July 27,1955 
380,000 | July 25, 1956 
3, 820,000 | July 26, 1956 
3, 298, 280 | June 15, 1955 
1, 400,000 | July 20, 1956 
700,000 | July 13, 1956 
3,045,000 | June 4, 1956 
255,000 | July 13, 1956 
1, 615,000 | Mar, 15, 1955 
22, 260,000 | July 24, 1956 
25, 250,000 | July 20, 1956 
16, 275, 000 Do. 


27, 450,000 | July 24, 1956 


12, 190,000 | July 20, 1956 





22, 115, 000 Do. 
40, 900, 000 Do. 
692, 455,989] Do. 
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AppENp1ix II 


Projects proposed for early initiation 











Project Purpose 
Alabama: Camden.............. Pest CHROR, GO8s ocncccnannesces 
Georgia: 

DUNG... .cabtedsdibiccsmenns Communicable disease center. 

NUE ~ ccccudinessiinies PONG CE COG: «6 tite dcecndouns 
Illinois: 

eS a ee Post office and courthouse..... 

DN si nccvtmbtbenundwoien Post O0O0;' O00. ccninccsccoce- 
Iowa: 

UT AGIIR sé enteiicone<ctons enews Che tntsbhittibdmvendittnlocen 

Council Bluffs.............- Post office and courthouse... .. 
Kansas: 

NG ORR: osddincscecddactpooes Ob. ncttsndwetiékedbbedtaee 

RIE Eicken cncokecatletcod WO ccitchiadi ell tia hl iia ices 

CR icin dccediipenevnctece aS en 
Louisiana: 

EOI cctamsinccdiabenadiiitens is: csites te bieniediaaaitiiiel 

ERED. citnbideccscctacelsmece Chi. wntthiidiiilaidchionios 

Tales CH. Mis csccdvecdecced De... nicaddeddbiinisiicldiceine 
Minnesota: Redwood Falls..... ee OB. cist tse tideebdbitesnd 
Mississippi: 

Ps<isdisteesvianebaiedes Post office and courthouse-_.... 

Greenville sionp scl nebiiidinkasahe hiatal Al ascbdinaibledalele 

Laurel_. Lalak 5 duqowenduaiel iE MIE eabatndtintainndenhin 
Missouri: Marshfield........... - RR. cckccepecpicl damon 
Nebraska: Omaha.............. Post office and courthouse -..- 
New Hampshire: Durham...... Pest CHRGR, GEE cn cnndiccccctin 
New Mexico: Albuquerque.....|_.._- Dich éittaitviinmitapinine sie 


New York 
Jamestown. . 


Post office and courthouse... .- 




















New York City U. N. Headquarters__......... 
South Carolina: Manning......| Post office, ete................ 
South Dakota: Sisseton.........}....- i cencdanincdhaiusianiiabiddiaimemaen 
Tennessee: 

CE | ltt ceaeomeen 

PIES, 6a snctlimnvctasees 

Lafayette_.... alilcniiarescetiinds 

STE kiiwaitcquedcctos 
Texas: 

PIT... cancddausciewslowsse Divnicxccdintncashibkesiaal 

RN cack ektonntewnniedtwntien Dicncnnpnhnitemnada 

PION 2tcintcnvcnncugécnionces EE -ncnnenvesenbacditdatuangel 

"Terel........u snipe allel eicieguh enbiaasinecintgsnibdisiabaiidaiiaial 
Virginia: Abingdon Post office and courthouse..... 
West Virginia: 

IIL... sccatmonsmoumare Federal office building--_.....- 

Mount Hops. ..ciccccceccve Mines Buiiding............... 

PURMRCUIIIE,S Cneccscoctons Courthouse and Federal office. 

Ronceverte. .............-..| Post office, 6t6.....-.c.cccccoe 
Wisconsin: Green Bay-.........]..---. Qivccnncitanckabbicnnsdiea 

Total (39 projects)........]....... snananadcguapnanmaubowaionin 





Estimated 


cost 


$272, 000 
12, 330, 000 


1, 431, 000 | 


1, 100, 000 
224, 000 


1, 328, 987 
1, 630, 000 


2, 393, 303 
968, 000 


218, 000 


365, 000 
1, 095, 000 


2, 075, 000 
440, 000 


1, 110, 000 


1, 200, 000 
829, 000 
324, 000 

9, 579, 823 
433, 600 


6, 227, 300 


1, 840, 135 
3, 300, 000 


63, 753, 674 
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Status 





Design underway. 


Design completed. 
Site acquired and design 
underway. 


7 underway. 
0. 


Site acquired and design 
——— 
0. 


Design underway. 

Site acquisition and de- 
sign underway. 

Design underway. 


Do. 
Site acquired and de- 
sign underway. 
Do. 
Design underway. 


Site acquired and design 
underway. 
Design underway. 
Do. 
Do, 
Do. 
Site acquired and design 
underway. 
Do. 


Design underway. 

Site acquisition and de- 
sign underway. 

Design underway. 

Site acquisition and de- 
sign underway. 


Design underway, 
Do. 
Do. 
Site acquisition and de- 
sign underway. 


Design underway, 
Do, 
Do, 


Do. 
Site acquisition and de 
sign completed. 


Do. 
Design underway. 
Do, 


Do. 
Site acquisition and de- 
sign completed. 
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Appenpix III 


Approved projects— Title II 
POST OFFICE DEPARTMENT 

















Project Purpose 
Arkansas: West Memphis.-...........-.--- Post office building-............. 
California: 
PUN. htuiGld conecececceccuopesee Srey ot 
ee ee ae Se ain a camibciirah dian uhneegmbenh 
ee ee a eee By Dt eee 
a |. Post office building.............- 
CROSS POO 6 ctncicencccccesccescccus | Post office garage...............- 
RS See a ee Post office building.............- 
TIN rte gsc team ncccomne lassen NU cotati Sete isiossigrnaasietatemantelrs 
Massachusetts: Hudson..........-.-..---|-.--- GO Leek as cbtlics dcdcbucnet 
Michigan: 
eT ee Ee comune | Branch post office............... 
NR os elid nn hb accbncwcncacs Post office building.............-. 
SE ee eee aes RE anbredat Gir acnmnnpahingkices | 
Minnesota: Two Harbors......--...-.-.--- Sceeniel Ee eee RE Ee a | 
EE EEE Sere iddanewdeetobbanmweccuhes 
New Jersey: | 
PR sn nubidibapebiediiaewnensks | Branch post office............... 
Maplewood...........-. Slane nem ainits tigen | Post office building.............-| 
Ds. saithnddmapedebwakbdnwiwdiak |. Branch. post office...............} 
NS ee eee Post office building............--} 
ES bk nngaicnisehendieahbanataets eee er whack 
New York: | | 
RN Ricitadiiennscostacnesconvens | Branch post office_...........-.- 
ie cited eicnbeadousdoescocnne Post office building.............- } 
saintly cicsnnpoddonplbawws waded naseiecl MR isc crcanece linte.giht a oeh leat reser ask 
eI I  ieabelawaca aaa | 
Re enh de bebabinanel intel ie ete eke atoes | 
ND: Rcclincntakhiscnesocctwstntowcen Ds. cicesbbueskusdsbibeosons | 
DR SiR Scnbtandnbovessnsdeulonnnel ch ta he } 
Ohio | 
I ee alco abieind a eee 
Rete. .. cenkksmeen caked aociw Pi ep itwisecdeekule sess | 
Sa as MO ier i enkintiacass 
a (iittnmetaGeManere en ne ec eehnnenk heal 
RISE PEGE crac nds ch dscneccctsec|ccccd BN cases tassel adage eee sition hace occa } 
Pennsylvania; 
NIN 8s an adedarnsawweee el stead i ih a aa te a ae 
ae tinct anus itis Ut abdieoannbee 
Rts cel nnd bbdadmoocncchelesces a a ee 
PR ani accncnsttbditiotecesess | Post office garage...............- 
SE Se Branch post office............... 
IS ints linn dub gednessecnts wes oui | 


South Carolina: Fort Mill 


yi ee oe Re SR ee ae ae 
Texas; | 
| ae did diibsewcunion = do 
SEINE PET EN A ccna} dadccdhboowecenslonave do 
SL « aici benkpandiediiiipestbhtied cisaie do... 
ne Ghiboccbilawaeocehcuhelegsist do... 
NE aide, on wncdenimennccebs} aneen do 
PEERS UINNTO...nccscacctaceqcaheleenes do 


Wisconsin: 





Now Richmond cscs. cccsdcdeccccces. a cad OP ncciadbilsaibad:Dbbirebawe 
SheSOvERR FON. ..ccadsssdbiiqoousss Dade dtivccdaiihecticeaabeoe 
WI 6 ota kk on nob isS Addccsnnene a do 








Total (48 projects) | 


ACT 


Estimated 


cost 


$138, 045 


297, 500 
345, 000 


8, 209, 000 | 


154, 600 
465, 000 
326, 000 
85, 500 
198, 


451, 077 
106, 000 
103, 400 
107, 000 
136, 915 


234, 220 
357, 660 
206, 025 
136, 500 
404, 740 


491, 300 


112, 890 
135, é 
103, 5 

5. 





238, 500 
94, 300 
49, 800 

138, 040 


183, 450 
245, 000 


~I 


117, 700 
106, 000 
97, 3 


147, 600 
105, 000 
408, 000 


9 


5, 295, 630 





, 100, 000 | 


Date ap- 
proved 


July 24, 


June 6, 
July 24, 


1956 


1956 
1956 


1956 
, 1954 
3, 1956 
3, 1956 


24, 1956 


July 24, 


Do. 
Do. 
Do 


July 13, 


July 24, 


Do. 


July 20, 
July 13, 
July 24, 
June 6, 


Do 


July 27, 
5 | July 24, 


Do 


July 27, 


Do. 


June 6, 
5 | July 24, 


Do. 


June 6, 
July 13, 


), 1956 
, 1956 
3, 1956 


1956 


1956 
1956 
1956 
1956 
1956 
1956 


1955 
1956 
1955 
1956 
1956 


aa 
1956 


1956 


July 24, 1956 
July 27, 1955 
July 24, 1956 
Do 
Do. 
July 27, 1955 
Do 
July 24, 1956 
Do. 
Do. 
June 6, 1956 
July 24, 1956 








Calendar No. 549 


85TH Conaress )} SENATE REPORT 
1st Session j No. 541 


EXTENDING THE AUTHORITY FOR THE ENLISTMENT 
OF ALIENS IN THE REGULAR ARMY 





JUNE 27, 1957.—Ordered to be printed 





Mr. SALTonsTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany S. 2420] 


The Committee on Armed Services, having had under consideration 
the subject of the enlistment of aliens in the Regular Army, report the 
bill (S. 2420) to extend the authority for the enlistment of aliens in the 
Regular Army, and for other purposes, and recommend that it do pass. 


PURPOSE 


The purposes of this measure are: (1) To extend for a period of 
2 years the authority for enlistment of aliens in the Regular Army and 
(2) to suspend the provision of law that prohibits the peacetime enlist- 
ment of nondeclarant aliens and to make such suspension retroactive 
to June 30, 1955. 
HOW THE AUTHORITY IS USED 


The act of June 30, 1950, as amended, commonly referred to as the 
Lodge Act, authorizes the Secretary of the Army to accept enlistments 
or reenlistments in the Regular Army for periods of not less than 5 
vears of not more than 12,500 unmarried male aliens who are between 
the ages of 18 and 35. Under the authority contained in this law, it 
has been possible to procure enlistees for the Regular Army from 
among the displaced alien populations in Western Europe. These 
refugees and escapees are valuable under the conditions that obtain 
today, and they would be of even greater value during a war. Their 
native fluency in foreign languages and their knowledge of both the 
geography and peoples of their homeland provide the Army with a 
resource of talent that is difficult to find in native Americans. 


86006 
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RESULTS OF PROGRAM TO DATE 


The Army has been operating an alien-enlistment program under 
the authority of the Lodge Act since August 1951. Through April 
of this year, there had been enlisted a total of 1,245 aliens, including 
Russians, Poles, Czechs, Hungarians, and other east European na- 
tionalities. Since the number enlisted is only about 10 percent of 
the authorized figure of 12,500, a first impression is that the procure- 
ment efforts have not been successful. However, officials in the 
Department of the Army regard the program as having been successful 
because the primary emphasis has been on obtaining quality, not 
quantity. High standards have deliberately been set for enlistment 
under the program and, accordingly, only those aliens who were re- 
garded as having the potential to become officers and noncommissioned 
officers have been accepted for enlistment. Beyond the emphasis on 
quality, great care has been taken to insure strict security screening. 
Only 1 applicant out of 9 has been able to meet the rigid mental 
testing and security screening standards. 


OUTLOOK FOR ENLISTMENTS ENCOURAGING 


The Army has recently been provided with an opportunity to in- 
crease substantially the number of Lodge Act enlistees. This oppor- 
tunity has been presented by the influx of new refugees from the 
Hungarian revolt into Western Europe. The pool of young men eligi- 
ble for enlistment under this program has been substantially increased, 
with the current enlistment rate being the highest obtained since the 
program began in 1951. 


TECHNICAL OMISSION IN PREVIOUS EXTENSION 


The act of June 12, 1955, extended until June 30, 1957, the effective 
date of section 1 of the Lodge Act. However, the extension of section 
1 did not specifically continue suspension of a prohibition against the 
enlistment of aliens in the Army during peacetime. Thus, there 
apparently has existed a hiatus in the suspension of this prohibition 
since June 30, 1955. While enlistments accomplished since that date 
may be considered to have been made under an implied suspension 
of the prohibition against the peacetime enlistment of aliens, because 
of the legislative grant of affirmative authority to accomplish such 
enlistments, in order to remove any doubt, this measure contains a 
retroactive provision that enlistments since June 30, 1955, are con- 
sidered to have been made under a suspension of ‘the prohibition 
against peacetime enlistment of aliens. 


DEPARTMENTAL RECOMMENDATIONS—COST 


Printed below and hereby made a part of this report is a letter dated 
June 7, 1957, from the Secretary of the Army, indicating that this bill 
is a part of the Department of Defense legislative program for 1957 
and that enactment will cause no increase in the Army budget. 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., June 7, 1987. 
Hon. Ricnarp M. Nrxon, 
President of the Senate. 


Dear Mr. Presipent: There is forwarded herewith a draft of legis- 
lation to extend the authority for the enlistment of aliens in the 
Regular Army, and for other purposes. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that it 
has no objection to the submission of this proposal for the considera- 
tion of the Congress. The Department of the Army has been desig- 
nated as the representative of the Department of Defense for this 
legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The proposed legislation would extend until June 30, 1959, the 
authority of the Secretary of the Army to accept, pursuant to sec- 
tion 1 of the act of June 30, 1950, as amended (69 Stat. 297), original 
enlistments or reenlistments in the Regular Army for periods of not 
less than 5 years of not to exceed 12,500 qualified, unmarried, male 
aliens who are not less than 18 years of age and not more than 35 years 
of age, and to accept the reenlistment of any such alien upon the expira- 
tion of his original term of enlistment for such period or periods as 
the Secretary of the Army may determine. It would also suspend, 
with respect to enlistments under the act of June 30, 1950, supra, the 
provisions of section 3253 (c) of title 10, United States Code, which 
prohibit the peacetime original enlistment of aliens in the Army, on 
and after the date of enactment of the proposed legislation: until 
June 30, 1959, and provide that enlistments made under the act of 
June 30, 1950, supra, between June 30, 1955, and the date of enact- 
ment of this act are considered to have been made under suspensions 
of the laws prohibiting peacetime enlistment of aliens in the Army. 

Section 1 of the act of June 30, 1950, supra, is effective until June 
30, 1957. Unless extended, the expiration of this provision of law 
would occur at a time when the number of aliens who possess native 
fluency in the languages of the Communist-bloc countries and who 
have invaluable intimate knowledge of both the land and the people 
of those countries has been greatly increased by an influx of Hungar- 
ians seeking refuge in the western countries. A great many of these 
Hungarian refugees are young men who would be of extraordinary 
value to the United States, because they possess the foregoing 
qualities. 

The proposed legislation would also permit the Army to enlist and 
utilize the services of alien specialists within technical fields, such as 
electronics. In addition, it would provide authority for the procure- 
ment of a small number of selected individuals of officer caliber with 
an extensive future potential to the Army. 

The act of July 12, 1955 (c. 330, 69 Stat. 297), extended until June 
30, 1957, the expiration date of section 1 of the act of June 30, 1950, 
supra. However, the former act did not extend specifically the expira- 
tion date of section 3 of the latter act, which had suspended (with 
respect to enlistments made under sec, 1 of the latter act) that portion 
of section 2 of the act of August 1, 1894 (28 Stat, 216), which prohibited 
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the peacetime original enlistment of aliens in the Army (codified as 
10 U. S. C. 3253 (c) by the act of August 10, 1956). Accordingly, 
there apparently exists a hiatus in the suspension of the prohibitions 
against peacetime original enlistment of aliens in the Army from June 
30, 1955, to the date of enactment of this act. Although enlistments 
made under section 1 of the act of June 30, 1950, supra, between June 
30, 1955, and the date of enactment of this act may be considered to 
have been made under an implied suspension of the mentioned prohi- 
bition because of the legislative grant of affirmative authority to make 
such enlistments, legislation providing specifically that such enlist- 
ments are considered to have been made while the prohibitions were 
suspended is desirable in order to remove any doubt. 

While the Department of the Navy and the Department of the 
Air Force have indicated that they concur in the proposed legislation 
as it relates to the Department of the Army, they have no apparent 
need for this authority and, accordingly, do not desire to be included 
within the provisions of the proposed legislation. 


COST AND BUDGET DATA 


Enactment of this proposal will cause no increase in budgetary 
requirements of the Department of the Army. 
Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with section 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law in which no change is made is in roman, new 
language is in italic, and that part which is omitted is enclosed in 
black brackets) : 

The first section of the act of June 30, 1950, as amended by section 
21 of Public Law 51, 82d Congress, and by Public Law 149, 84th 
Congress: 


That, with the approval of the Secretary of State, the Sec- 
retary of the Army, under such regulations as the Secretary of 
the Army may prescribe, is authorized [until June 30, 1957, 
before July 1, 1959, to accept original enlistments or reenlist- 
ments in the Regular Army for periods of not less than five 
years of not to exceed twelve thousand five hundred qualified 
unmarried males aliens (without dependents as defined in 
section 4 of the Act of June 16, 1942 (56 Stat. 361), as 
amended), who are not less than eighteen years of age or 
more than thirty-five years of age; and, with the approval 
of the Secretary of State to accept reenlistment of any such 
alien upon the expiration of his original term of enlistment 
for such period or periods as the Secretary of the Army may 
determine: Provided, That persons enlisted under the pro- 
visions of this Act shall be integrated into established units 
with citizen soldiers and not segregated into separate organi- 
zations for aliens. 
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Section 3253 (c) of title 10, United States Code, is printed below for 
information, since it is made inapplicable by sections 2 and 3 of the 
bill, although not amended or repealed. 


In time of peace, no person may be accepted for original 
enlistment in the Army unless he is, or has made a legal 
declaration of intention to become, a citizen of the United 
States. 
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AMENDING SECTION 410 OF THE INTERSTATE COM- 
MERCE ACT, TO CHANGE THE REQUIREMENTS FOR 
OBTAINING A FREIGHT-FORWARDER PERMIT 


JUNE 27, 1957.—Ordered to be printed 


Mr. Smatuers, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1383] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1383) to amend section 410 of the Interstate 
Commerce Act, as amended, to require freight forwarders to obtain 
certificates of public convenience and necessity, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 


I. INTRODUCTION 


The bill, as amended and reported by the committee, is identical 
with bill S. 3365, 84th Congress, as passed by the Senate on June 19, 
1956. Hearings were held on S. 3365 on April 9 and 10, 1956, and the 
bill, as it passed the Senate last year was amended to take care of 
objections which the committee deemed valid. 5S. 3365, as it passed 
the Senate, was favorably reported by the House Committee on 
Interstate and Foreign Commerce very late in the session and there- 
fore did not come to a vote in the House of Representatives during the 
84th Congress. In view of the recent hearings and prior Senate action 
the committee did not consider that further hearings on S. 1383 were 
necessary, and none were held. An analysis of the testimony on the 
prior bill is contained in Senate Report No, 2040, 84th Congress, 
2d session. 

The proposal incorporating the terms of S. 1383, introduced at the 
request of the Interstate Commerce Commission, is contained in 
Interstate Commerce Commission Legislative Recommendation No, 
19, page 171, 70th Annual Report to the Congress. 
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II. PURPOSE OF THE BILL 


The purpose of the bill is to provide more realistic and more effective 
statutory standards to govern the issuance of permits to engage in or 
extend freight forwarder service. The bill will also bring the re- 
quirements for obtaining freight forwarder operating rights more 
nearly into line with the requirements provided by the act for obtain- 
ing rights to engage in other types of common carrier service. 


III, EXPLANATION OF BILL 


Section 410 of the Interstate Commerce Act provides that no per- 
son may engage in service as a freight forwarder subject to the act 
without first obtaining from the Interstate Commerce Commission a 
permit authorizing such service. The standards that must be met, 
and the proof that must be made by an applicant for a freight-for- 
warder permit are set forth in the section. 

Subsection (d) of section 410 contains a restriction on the Com- 
mission’s powers to deny an application for a freight-forwarder per- 
mit. It provides that the C ommission shall not de ny authority to 
engage in freight-forwarder service solely on the ground that such 
proposed service will be in competition with the service subject to 
part IV of the act performed by any other freight forwarder or freight 
forwarders. 

In the administration of other parts of the act the consideration 
most frequently weighed by the Commission, in determining whether 
a new carrier service will be consistent with the public interest, is its 
probable effect upon existing carriers. The Commission repeatedly 
has stated that the maintenance of sound economic conditions in 
transportation would be jeopardized by allowing new operators to 
enter a field in competition with existing carriers who are furnishing 
Ssoquate, efficient, and economical service. (See Lifschultz, Extension, 

5 I. C. C. 431, 439 (1948)). Being prohibited from taking this vital 
i ‘tor of competition into consideration in passing upon applications 
for freight-forwarder permits, the Commission has felt compelled to 
grant permits with great liberality. This has resulted in overcrowding 
the forwarder field and ultimately the ill effects will be felt by the 
general public which depends upon freight-forwarder services. 

The bill, as reported, differs from S. 1383 as introduced. S. 1383, 
as introduced, would not only have eliminated subsection (d) of section 
410, but would have changed other standards for granting freight 
forwarder operating rights. It would have required the obtaining of 

certificates of public convenience and necessity, in lieu of permits, to 
engage in freight-forwarder service. 

While there is no doubt merit to the proposal as recommended by 
the Commission, the most glaring defect in the law that has been 
directed to the attention of the committee is the prohibition against 
considering competition in passing upon applications for forwarder 
permits. Accordingly, the bill as reported amends only subsection 
(d) of section 410 of the act. 

The amended bill does not eliminate subsection (d) of section 410, 
but adds language which will make that subsection pertinent only in 
the case of applications for freight-forwarder permits made by cor- 
,0rations controlled by common carriers subject to part I of the act. 

his will have the effect of maintaining the status quo with respect 
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to any application to institute freight forwarder service by a railroad- 
controlled corporation, but will remove the limitations on the Com- 
mission’s powers imposed by section 410 (d) insofar as all other appli- 
cations are concerned, 

The exception provided by the bill in the case of railroad-controlled 
corporations was made to satisfy objections raised during the course 
of hearings on the prior bill, Testimony was submitted in behalf of 
certain railroads who did not oppose the general purpose of the bill 
but who were opposed to any impairment of the right which railroads 
now have, through a subsidiary corporation, to establish new freight- 
forwarder service. These interests manifested no present desire to 
enter the freight-forwarder field, and the problems which give rise to 
the bill have not come about as the result of applications by such 
corporations. Hence the committee sees no objection to so limiting 
the effect of the bill. 

The only other opposition to the bill came from certain shippers’ 
associations which are excluded from regulation under part IV of the 
act. They take the position that it should not be made more difficult 
to obtain freight forwarder permits. Their object apparently is to 
maintain easy entry requirements against the event they might some 
day wish to operate as regulated freight forwarders, The committee 
does not consider that their arguments go to the merits of the bill. 


IV. NECESSITY FOR BILL 


It has long been recognized that in order to maintain sound eco- 
nomic conditions in transportation, and to insure adequate, efficient, 
and economical service for the public, the Interstate Commerce Com- 
mission must have effective control over the number of entrants and 
extent of service in any given field of transport. As early as the 
Transportation Act of 1920, it was provided, in section 1 (18) of the 
act, that no carrier by railroad shall undertake any extension of its 
line or construct a new line of railroad unless there shall first have 
been obtained from the Commission a certificate that the present and 
future public convenience and necessity require it. The same pattern 
of controls was extended to common carriers by motor and water 
when they were brought under regulation. 

Under the above-mentioned provisions of the act, the Commission 
has regularly and frequently denied applications for new or additional 
operating authority upon the grounds that the service of existing 
carriers was adequate to meet all reasonable requirements of the 
shipping public, and that the institution of additional service would 
result in needless and uneconomic duplication of existing facilities. 

However, because of the provisions of section 410 (d), the Commis- 
sion has felt compelled to grant freight-forwarder permits without 
regard to these considerations. ‘The Commission’s interpretation of 
the statute was spelled out in Lifschultz Fast Freight, Extension— 
West and Midwest (265 I. C. C. 431 (1948)). The Commission 
placed great weight on section 410 (d), being of the view that the pur- 
pose of that section— 


is to assure that freight-forwarder applications shall not be 
denied as were motor contract carrier applications, on the 
ground that the existing service is adequate (265 I. C. C. 431, 
440), 
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The Commission also held, in that case, that section 410 (d) precludes 
the denial of an application on the ground that the proposed new 
service would result in impairment of forwarder service in general 
within the affected territory in the absence of specific proof that sub- 
stantial impairment would result or reasonably could be anticipated. 
Upon appeal, this interpretation was upheld by the Supreme Court 
(Acme Fast Freight, Inc., et al. v. U. S., et al., 338 U.S. 855 (1949)). 

The Commission has several times recommended to Congress that 
the law be changed so as to give it more effective control over applica- 
tions to engage in freight-forwarder service. In endorsing the prior 
bill in the 84th Congress the Commission, in a letter from its Chair- 
man, stated: 


As stated in the annual report, the ease with which permits 
may be obtained under section 410 (d), could result in general 
impairment of efficiency of forwarder service and harm to the 
general public. (See p. 6, H. Rept. No. 2778, 84th Cong.) 


In transmitting the draft of S. 1383 to the chairman of the com- 
mittee this year the Commission said: 


There exist, at present, almost 100 authorized freight for- 
warders. Of these, 5 are authorized to serve virtually all 
points in the United States; 6 others are authorized to serve 
all points in the United States from specified origin points, 
and 12 of the remaining have rights to serve all points in 
more than 30 States. Others have broad authorities which 
generally follow existing traffic-flow patterns in the United 
States. A large number of freight forwarders are, therefore, 
now competing with each other and other carriers for the 
available traffic. 

The ease with which permits may be obtained under the 
present provisions of section 410 (d) could very well result in 
an overcrowding of the freight forwarding field, with general 
impairment of forwarder service and harm to the general 
public. Moreover, since freight forwarders were classified as 
common carriers by the act of December 20, 1950 (Public 
Law 881, 81st Cong.), it seems appropriate that applicants 
for forwarder rights should be required to make a showing 
similar to that of other persons seeking common carrier 
rights (p. 2770, Congressional Record, Feb. 26, 1957). 


Vv. CONCLUSION 


It is the opinion of the committee that this legislation is required 
in the interest of maintaining sound and equitable regulation of the 
freight-forwarding industry, particularly because it renders an eco- 
nomical, expeditious service to small concerns that do not have the 
resources to consolidate freight in carloads and thus obtain an expe- 
dited service. Under the present situation, in which applications for 
freight-forwarder permits are granted with virtually no regard for the 
economic consequences, it is highly probable that improvident and 
wasteful duplication of transportation services and facilities will result. 
This will have a harmful effect upon the efficiency and stability of the 
entire industry, to the detriment of the general public. The bill is 
designed to avert that possibility. 
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VI. CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill, as passed by 
the Senate, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 410 (d) oF THE INTERSTATE COMMERCE AcT 


PERMITS 
Sec. 410 (a) * * * 


* oa * * * * * 


(d) The Commission shall not deny authority to engage in the 
whole or any part of the proposed service covered by any application 
made under this section by a corporation controlled by, or under common 
control with, a common carrier subject to part I of this Act solely on the 
ground that such service will be in competition with the service subject 
to this part performed by any other freight forwarder or freight 
forwarders. 

O 
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DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1958 


JUNE 28, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate of May 22, 1957 


Mr. Cuavez, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 7665] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 7665) making appropriations for the Department of Defense 
for the fiscal year ending June 30, 1958, and for other purposes, report 
the same to the Senate with various amendments and present herewith 
information relative to the changes made. 





Amount of bill passed by House......-.-.------- $33, 562, 725, 000 
Amount added by Senate__......----.---------- 971, 504, 000 

Total of bill as reported to Senate___------ 34, 534, 229, 000 
Amount of 1958 budget estimates..........--.--- 1 36, 128, 000, 000 
Amount of 1957 appropriations._...........-.--- 34, 698, 523, 000 


The bill as reported to the Senate: 


Under the budget estimates, 1958_..........-- 1, 593, 771, 000 
Under appropriations for fiscal year 1957__--- 164, 294, 000 
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TITLE ITII—DEPARTMENT OF THE ARMY 


MILITARY PERSONNEL 


Budget estimate, 10680. .0 6 deck wees iseeese eck $3, 549, 000, 000 
TEOGIG COWEN nos oon a aces ake hds cuokanbenanetiedoteal 13, 113, 000, 000 
Senate committee recommendation. _.............---..--.-- 13, 123, 000, 000 


1In addition, $400,000,000 to be derived by transfer. 


The committee recommends an appropriation of $3,123,000,000, 
an increase of $10,000,000 over the House-approved amount and 
$426,000,000 below the estimate. The committee has also approved 
the House action of transferring $400,000,000 to this appropriation, 
of which $350,000,000 will be derived from the Army stock fund and 
$50,000,000 from the Army industrial fund. The net effect of the 
Senate action is a reduction of $26,000,000 from the restoration 
request of the Department of the Army. 

Army officials testified as to the severity of a reduction of $36,000,000 
in the areas of military pay, flying pay, dependency allowances, and 
the deployment of uniformed personnel to and from overseas bases. 
However, the committee concurs with the House in its effort to bring 
about needed economies in this item and recommends that the addi- 
tional $10,000,000 be applied carefully to those areas where most 
needed. Of the total allowed, the committee directs that $1,500,000 
be applied to flying pay for programed operations at Army aviation 
centers. 

OPERATION AND MAINTENANCE 


Beit GRA CON, TORO cdi Acie inn Gide dumsigsecaudeumeods $3, 400, 000, 000 
IRI tk i a al 3, 145, 200, 000 
Senate committee recommendation-...................-------- 3, 291, 356, 000 


The committee recommends an appropriation of $3,291,356,000, an 
increase of $146,156,000 over the House-approved amount and 
$108,644,000 below the estimate. Included in the net reduction is 
the $104,800,000 budgeted in lieu of deutschemark support to be made 
available to the United States forces in Germany. ‘To the extent that 
this amount is not forthcoming as a result of negotiations now pending, 
supplemental appropriations will be considered at a later date. 

Of the increase of $146,156,000 recommended by the Senate com- 
mittee, $40 million is specifically provided for the support of increased 
strength for the National Guard and Reserve personnel described 
below. The remaining $106,156,000 in increased funds will, in the 
committee’s judgment, provide adequate funds during 1958 for tactical 
forces, training activities, central supply activities, major overhaul in 
maintenance of materiel, armywide activities, procurement for the 
Army Reserve and ROTC, joint projects, and the maintenance of 
facilities. 

It was testified that unless substantial restoration was made in these 
items, the reduction would have an immediate and drastic effect on 
the Army. 

In addition, the committee recommends that the following language 
be included in the bill: 


: Provided, That during the fiscal year 1958 the maintenance, 
operation, and availability of the Army-Navy Hospital at Hot 
Springs National Park, Arkansas, to meet requirements of the 
military and naval forces shall be continued, 
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This language would provide for the continuation of the Army- 
Navy Hospital at Hot Springs National Park, Ark., to meet the needs 
of members of the Armed Forces. 

In addition the committee recommends that the following language 
be included in the bill: 


: Provided further, That $700,000 of the funds available to the 
Department of the Army shall be used for the continued opera- 
tion of the Turtle Mountain Ordnance Plant at Rolla, North 
Dakota, during the fiscal year ending June 30, 1958 


In providing for the operation of this plant, the committee wishes 
it to be understood that the Depa aan of the Army is to be reim- 
bursed by the Office of Defense Mobilization or some other appropriate 
agency for the funds utilized in this project. 


RESERVE PERSONNEL 


weer eearmentes FOne os a tS Be ts wee $207, 000, 000 
ens CRIN CSP 09h eh ee Salata wtleakd 1197, 000, 000 
Senate committee recommendation_._......-.-.-..----.-_---- 1217, 000, 000 


1 In addition, $10,000,000 of the unobligated balance of the 1957 appropriation shall remain available until 
June 30, 1958. 


The committee recommends an appropriation of $217,000,000, an 
increase of $20,000,000 over the House-approved amount and 
$10,000,000 above the budget estimate. In addition, it will be noted 
that the committee concurs in House action approving the transfer of 
$10,000,000 in unobligated balances in the 1957 appropriation, to 
remain available until June 30, 1958, and merged into the 1958 
account. 

The total increase of $20,000,000 recommended by the committee, 
together with additional funds provided in the appropriation “Opera- 
tion and maintenance’”’, will permit 20,000 additional new accessions 
for training in the 6-month trainee program in 1958. Because of an 
unusually large number of such accessions in the 1957 program, which 
will be carried into 1958, budgeted funds are inadequate to support 
these and to handle the estimated new accessions. The additional 
funds, it was testified, will enable the Department of the Army to 
continue in an orderly fashion training under the 6-month trainee 
program. 

The increase, by providing adequate funds for the 6-month trainee 
program, will, we hope, make it unnecessary to meet this need by 
removing from pay status Reserve officers, mobilization designees, 
students at Reserve schools and members of the Reserve Corps. who, 
when the estimates for 1958 were presented to the Congress, were 
expected to be maintained as a part of the Organized Reserve. 


ARMY NATIONAL GUARD 


Ia i al ol wesw eee ne $320, 000, 000 
IO a a cis ican 320, 000, 000 
Senate committee recommendation........-..-.--------------- 360, 000, 000 


The committee recommends an appropriation of $360 million for 
the Army National Guard. This is $40 million above the budget 
estimate and the House-approved amount. 

The amount provided is based on a beginning and end paid drill 
strength of not less than 400,000, which number does not include 
those members on active duty training. 
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RESEARCH AND DEVELOPMENT 


Papdent entininted, 1G5G soo F i... cocicoressdsaciaSeseeents eee eeedenienate $400, 000, 000 
POTN 392, 000, 000 
Senate committee recommendation... -_..--..-_-------------. 400, 000, 000 


The committee recommends an appropriation of $400,000,000, an 
increase of $8,000,000 over the House-approved amount and the 
same amount as contained in the estimate. 

In testifying on this item, Army officials brought out that the 
oe al Army estimate for Research and Development amounted to 
$596,000,000, which was reduced to $400,000 ,000 by the Department 
of Defense and the Bureau of the Budget. The restoration of the 
$8,000,000 cut by the House will permit the Army to continue its 
medical research program on the same level as heretofore. 


NATIONAL BOARD FOR THE PROMOTION OF RIFLE PRACTICE 


vn ames aiitiian eli i RS eee $300, 000 
atiee SawaNes:. ....) .. . +... wars wed emebesowbleodes ot one 225, 000 
Senate committee recommendation. ——.~-_.....-.-._---------- eee 300, 000 


The committee recommends an appropriation of $300,000 for this 
appropriation, which is the budget estimate and an increase of $75,000 
over the House-approved amount. 

The additional funds will provide for the travel of civilian rifle and 
pistol teams from each State and Territory to the national matches at 
Camp Perry, Ohio. The committee believes that the training of 
civilians in the use of military-type small arms strengthens our mili- 
tary preparedness and that the National Board, which has the re- 
sponsibility of encouraging rifle practice, is performing an important 
service to the country in training instructors and proficient riflemen, 


ALASKA COMMUNICATION SYSTEM 


Budget detinsates. TOGR As... i: doce Hace cared dan betnn oere oboe eeendce $5, 700, 000 
SLOUNS: GUONUNGE....o- iis inn cc atnele ne aie eueita en eae whee bie 5, 000, 000 
Senate committee recommendation.............-...-.----------.- 5, 500, 000 

The committee recommends an appropriation of $5,500,000, which 
is an increase of $500,000 over the House and $200,000 below the 
budget estimate. 

The additional amount will enable the Department to utilize more 
fully the enlarged facility made possible by the completion of the 
Seattle-Ketchikan-Skagway coaxial submarine cable and _ better 
enable the Department to absorb the civil service retirement increase. 


PROCUREMENT AND PRODUCTION 


Dudwotiestimaies S066 ies iin cick wer Lawedinebiati un ted won Shamn $583, 000, 000 
NIN UN i 67, 000, 000 
Senate committee recommendation—__...-.....--.--------_--- 0 

The budget estimate for this appropriation item was $583,000,000. 
The House allowed $67,000,000, thereby making a reduction of 
$516,000,000, which was in accord with the communication from the 
President on April 18, 1957, as contained in House Document 155. 
On May 22, 1957, the Secretary of Defense issued a memorandum 
reducing the amount available for obligation in fiscal 1957 in this 
appropriation by $74,000,000, thus making this sum available for 
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obligation in 1958 and subsequent years. The Senate committee 
therefore believes that to appropriate an additional-$67 000,000 would 
only serve to increase unobligated balances. With the funds presently 
available, and without providing any additional appropriation, the 
Army will have in excess of $300,000,000 in unobligated balances at 
the end of fiscal year 1958 which should insure an adequate flow of 
funds to procurement offices. The committee therefore recommends 
that no funds be appropriated for this purpose in fiscal year 1958. 


TITLE IV—DEPARTMENT OF THE NAVY 


MILITARY PERSONNEL, NAVY 


money eearomnte: 1956.04 2 See ale cde ee $2, 503, 000, 000 
Deenne ar aremnte 00 8 i oe ee 12, 295, 000, V00 
Senate committee recommendation_____...-.-__.-.-----_-- 12, 307, 000, 000 


1 In addition, £190,000,000 to be derived by transfer. 


The committee recommends an appropriation of $2,307,000,000, 
an increase of $12,000,000 over the House-approved amount and a 
decrease of $196,000,000 from the budget estimate. However, the 
Senate committee has approved the House action of transferring 
$190,000,000 to this account of which $100,000,000 will be derived 
from the Navy stock fund, $70,000,000 from the Navy industrial 
fund, and $20,000,000 from the Marine Corps stock fund. The net 
effect of the Senate action is a reduction of $6,000,000 from the restora- 
tion request of the Department of the Navy. 

The increase recommended by the Senate committee will permit 
more nearly the continuance of the authorized personnel strength and 
promotion programs so that qualified personnel will be available, on a 
voluntary basis, to meet the fleet and support force manning level 
requirements. 

In addition the following language is recommended for inclusion in 


the bill: 


: Provided, That no part of this or any other appropriation 
shall be used to pay any officer, while on active duty as Governor of 
the Naval Home, any amount in excess of the maximum pay 
and allowances of a rear admiral, upper half. 


This would limit the salary of any officer while on active duty as 
Governor of the Naval Home in Philadelphia to that of a rear admiral, 
upper half. 

In failing to make full restoration in the “Military personnel’ 
appropriation in all three services, the committee took cognizance of 
large-scale utilization of Army, Navy and Air Force military personnel 
in the military attaché system and in the post exchanges. 

Great concern was expressed about the present policy of maintaining 
large numbers of military personnel in the attaché system. Although 
the Secretary of Defense ~ advised the committee that reductions 
of personnel aggregating 25 percent had been made during the past 
year, it is felt that greater reductions can be effected if there be 
exerted a concerted effort toward more unification in this area. For 
example, it was pointed out at the hearings that while the Army and 
Air Force were able to use the same paymaster, it was necessary for 
the Navy to have a separate paymaster, who in many cases prepared 
a payroll to cover fewer than 10 individuals. 
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Further, it was noted that the prevailing policy is to assign military 
ersonnel to work in commissaries, post’ exchanges and ‘ship stores. 
or the most part, these functions are operated with nonappropriated 

funds, yet the armed services furnished in excess of 2,000 officers 
and enlisted men, whose salaries and allowances are paid out of 
appropriated funds, to perform services for the post exchanges and 
ship stores. 

In the opinion of the committee such use of military personnel 
appears to be an unwarranted waste of the taxpayer’s money. While 
the committee sincerely desires that the post-exchanges continue to 

rovide a valuable service to our troops, it urges that either civilians 
be employed to perform functions presently performed by military 
personnel, and that their salaries be paid out FP ocat exchange profits, 
or on the other hand, if military personnel must be used, that there 
be reimbursement to the pay appropriations for the services they 
render. 

In order to implement the committee’s suggestion, it is hereby 
directed that a study be made by the Secretary of Defense of PX 
and ship stores operations. It is further requested that a report, 
which will explain the results of this study, be furnished the com- 
mittee not later than January 1, 1958. 


NAVY PERSONNEL, GENERAL EXPENSES 


Ducat estinele: 1966s ii ain cwedaddonun di weenie dwecdssnee $89, 000, 000 
PE IN. 5 5... ot cs odin Cease Cha dia pre edi detainee eicianal 87, 000, 000 
Senate committee recommendation. .........--._.------------ 88, 000, 000 


The committee recommends an appropriation of $88,000,000, an 
increase of $1,000,000 over the House-approved amount and $1,000,000 
below the budget estimate. 

The increase recommended by the Senate committee will enable 
the Department of the Navy to maintain the quality level of mainte- 
nance and operation of facilities and preclude the necessity of reducing 
the number of trained personnel, according to testimouy presented 
by the Department. 


MILITARY PERSONNEL, MARINE CORPS 


Budeet eutionate,; $006. ooo ee to Ul Sic dsl eee $634, 600, 000 
ees BRON) i va) liso aL dneciehcntienacandsouvenDvistakee 630, 000, 000 
Senate committee recommendation..........--..---.---------- 634, 600, 000 


The committee recommends an appropriation of $634,600,000, the 
budget estimate and an increase of $4,600,000 over the House. 

Testimony by the Marine Corps indicated the additional amount 
recommended by the committee is necessary if the Marine Corps is 
to continue at planned strength. The alternative to a reduction of 
3,000 marines would be to reduce the number of promotions for 
qualified marines. Failure to promote qualified personnel will result 
in a decrease in numbers reenlisting and would compound the already 
serious problem of retaining enlisted marines with their skills. This, 
it was stated, would only lead to increased costs for the procurement 
and training of their replacements. 


23002°*—58 8S. Rept., 85-1, vol. 2 94 














8 DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1958 


RESERVE PERSONNEL, MARINE CORPS 


rs Tren Re et ee be eh emennns STs ae nit ee 4) $23, 500, 000 
Suse mnwenee ss Fit Bela els eho ce it oe 23, 200, 000 
Senate committee recommendation___~.______________-___ 23, 500, 000 


The committee recommends an appropriation of $23,500,000, the 
budget estimate, and an increase over the House approved amount 
of $300,000. 

The committee is of the firm conviction that the Marine Reserve 
personnel should be kept at full authorized strength. Testimony 
before the committee indicated that it might be necessary to curtail 
enlistments in the Marine Reserve, restricting strength to the present 
47,000 rather than progressing to the proposed 1958 force level of 
50,000. 

MARINE CORPS PROCUREMENT 


a a atts A tg pe nn $100, 000, 000 
Ia AN OO I a 20, 000, 000 
Senate committee recommendation____._._______________-____- 0 


The budget estimate for 1958 for this appropriation was $100,- 
000,000. The House allowed $20,000,000, a reduction of $80,000,000, 
making the reduction partly on the basis of large unobligated balances 
carried over from prior years. The memorandum of the Secretary of 
Defense dated May 22, 1957, curtailed obligations in 1957 and made 
available for obligation in 1958 and subsequent years $31,200,000 of 
prior years’ funds. Therefore it was believed by the Senate commit- 
tee that to appropriate an additional $20,000,000 of funds would only 
increase the unobligated balances in 1958. It is believed that the 
Marine Corps will have in excess of $71,000,000 in unobligated bal- 
ances at the end of fiscal year 1958 which should insure an adequate 
flow of funds to procurement offices in the field. Therefore the Senate 
committee has recommended no funds be appropriated for this item 
in fiscal year 1958. 


MARINE CORPS TROOPS AND FACILITIES 


IanO i cha ccus $184, 200, 000 
I wR 2 a) ae 178, 000, 000 
Senate committee recommendation. —_..___..._-__--__---_--_ 182, 500, 000 


The committee recommends an appropriation of $182,500,000, an 
increase of $4,500,000 over the House and $1,700,000 below the budget 
estimate. 

It was testified that the increase recommended will permit the 
Marine Corps to continue to provide an active combat force with the 
maintenance of a balanced force in readiness of three combat divisions 
and three aircraft wings with necessary reinforcing combat and 
logistic support forces. 


AIRCRAFT AND RELATED PROCUREMENT 


I a aad en pec es nana Seve $1, 932, 000, 000 
SA a ea waa 1, 812, 000, 000 
Senate committee recommendation_.._...-..-----.---------- 1, 912, 000, 000 


The committee recommends an appropriation of $1,912,000,000, an 
increase of $100,000,000 over the House-approved amount, and 
$20,000,000 under the estimate. 


DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1958 Q 


This restoration will enable the Navy to procure the new combat 
aircraft in 1958 which otherwise would be deleted from the procure- 
ment program, thus permitting the Navy to proceed with its 1958 
program at an acceptable level of military readiness, 


AIRCRAFT AND FACILITIES 
eae We Pan 8 oo won anodcanncngenckocuncuseneon $878, 000, 000 
House aOWON06. <.. <<< 4 esa coccnwquanedaae sel anebueeee 853, 500, 000 
Senate committee recommendation ___........-.-.-.---------- 868, 500, 000 
The committee recommends an appropriation of $868,500,000, an 
increase of $15,000,000 over the House-approved amount, and 
$9,500,000 under the estimate. 
The increase approved by the committee will restore funds for air- 
craft operation and permit the retention, in the supporting areas, of 
an essential balance with direct operating costs. 


SHIPBUILDING AND CONVERSION 


Muneot, opbumate, 1056... ....nockancicancnaccoeceechesueane $1, 654, 000, 000 
House allowance Ge a Ot a re Cia 1, 534, 000, 000 
Senate committee recommendation____-____-_-.-----------_-- 1, 609, 000, 000 


The committee recommends an appropriation of $1,609,000,000, an 
increase of $75,000,000 over the House-approved amount, and 
$45,000,000 below the estimate. 

The increase approved will permit the Navy to proceed with 
authorized shipbuilding programs. 


SHIPS AND FACILITIES 


Mudent eatsmate: - TOGA. caiecs - edit a te eics ha bie bbe Bee eceod eas $8 827, 000, 000 
ATI. cisciag ch sctsn Suse sass in ba cetn ttt oe Eten ea nec eletar as casiant 820, 000, 000 
Senate committee recommendation_.-.............----.-----_---~- 823, 000, 000 


The Come recommends an appropriation of $823,000,000, 
an increase of $3,000,000 over the House-approved amount, and 
$4,000,000 be low the estimate. 

The increase approved by the committee will permit the Navy 
to keep pace with current costs of maintenance and operations of 
the fleet. 


PROCUREMENT OF ORDNANCE AND AMMUNITION 


Renee Crt: “areca ee, oo a tee eee $256, 000, 000 
BeGlise BHOWNNOBe ea ee ot ed a oe a oa ee 176, 000, 000 
Senate committee recommendation. ........---_-.--- ~~~ ee 211, 000, 000 


The committee recommends an appropriation of $211,090,000, 
an increase of $35,000,000‘ over the House-approved amount and 
$45,000,000 below the budget estimate. 

In restoring $35 million of the reduction made by the House, the 
committee is taking recognition of the serious threat posed by the 
build-up of Soviet submarine capability, the Secretary of the Navy 
having testified in open hearings that their submarine fleet now num- 
bers over 450 with additional production being accelerated. 

This restoration will provide for implementation of the planned 
procurement in 1958 in the areas of guided missiles, antisubmarine 


torpedoes and launching equipment, fire control equipment and 
essential propellants, 
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ORDNANCE AND FACILITIES 


IO, TOT is ce. ota os i sh. eee dm Rass aneds <n $167, 000, 000 
I ls us ceri 164, 000, 000 
Senate committee recommendation. -_-_......-.--------.------- 166, 000, 000 


The committee recommends an appropriation of $166,000,000 an 
increase of $2,000,000 over the House-approved amount, and 
$1,000,000 below the estimate. 

In testifying on this item, Navy witnesses gave considerable evidence 
that the ordnance maintenance program carried in the appropriation 
has been operating at a level they believe just sufficient to maintain 
ordnance stocks and ammunition at the required safety level. Also, 
$4,592,000 is required for contribution to the civil service retirement 
fund accounting for part of the overall increased estimate in this 
item over 1957. The committee believes the restoration of $2 million 
will enable the Navy to keep its ammunition stocks in a satisfactory 
state of readiness. 

MEDICAL CARE 


PI SR Oe NA Oe ee cial $87, 200, 000 
re si ar Sn a es el 85, 200, 000 
Senate committee recommendation_.......-----------_-- ee 86, 700, 000 


The committee recommends an appropriation of $86,700,000, an 
increase of $1,500,000 over the House-approved amount, and $500,000 
under the estimate. 

Based on the best current Navy estimates, the restoration of 
$1,500,000 to this appropriation is necessary in order to carry out the 
requirements of Public Law 569, 84th Congress, in regard to the medi- 
cal care of dependents in civilian facilities. To the extent any portion 
of this restoration is not needed for this purpose the committee 
understands that such funds will be used in obtaining influenza vaccine 
to immunize our military personnel against a new influenza infection 
raging in the Far East and the Philippines. 


CIVIL ENGINEERING 


Sy SIR SC tke eee ae ebckcewcewoce $138, 000, 000 
NIN iC 50 Se eo es ie ebitdad 134, 630, 000 
Senate committee recommendation_-____........---.---_--__-- 136, 630, 000 


The committee recommends an appropriation of $136,630,000, 
an increase of $2,000,000 over the House-approved amount, and 
$1,370,000 below the estimate. 

It is the view of the committee that it is economical in the long 
run to provide maintenance and upkeep of plants and installations 
belonging to the Government. In this instance, the Navy has 
testified that there is today a $55,000,000 backlog for all of the main- 
tenance services supported by this appropriation. It is expected 
that this restoration in funds will be directed toward reducing that 
backlog. 

RESEARCH AND DEVELOPMENT 


a onde amu escananie $505, 000, 000 
Se I ee eon Lc enakivabiuawoenae 495, 000, 000 
Senate committee recommendation. —._.............--_-.-.-.-- 505, 000, 000 


The committee recommends an appropriation of $505,000,000, an 
increase of $10,000,000 over the House-approved amount, and the 
same as contained in the budget estimate. 
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The amount restored, $10,000,000, will provide sufficient funds to 
carry on research and development in antisubmarine warfare at the 
minimum planned level and will permit the Navy to continue the 
current level of basic research in fiscal year 1958. 


SERVICEWIDE SUPPLY AND FINANCE 


RA, STRONG: PROG... ccnnaspndeswandnpecdgoaedcaukesse aie $309, 000, 000 
ROU SANE A wisi ons ceSt ten coassacetucedeslcoueeuunene 300, 000, 000 
Senate committee recommendation........--...--------------- 306, 600, 000 


The committee recommends an appropriation of $306,000,000, an 
increase of $6,000,000 over the House-approved amount, and $3,000,000 
less than the budget estimate. 

This appropriation funds the worldwide supply support system of 
the Navy fleet. The restoration of $6,000,000 to the appropriation 
will permit the operational and material level needed for support of 
the fleet at all currently established depots and centers. 


SERVICEWIDE OPERATIONS 


Bute estate. TOG. ais ns onndeundes 4o0<naseleteemanncines $112, 060, 000 
POU Cok sok wancdn or ntdosnnwanannmah we Cede 107, 000, 000 
Senate committee recommendation_ ....-..--.--------.------- 108, 000, 000 


The committee recommends an appropriation of $108,000,000, an 
increase of $1,000,000 over the House-approved amount, and 
$4,000,000 below the estimate. 

The restoration of this amount will permit urgently required im- 
provements in the security and speed of communications for fleet 
support and maintain the Hydrographic Office work in the fields of 
national intelligence surveys, amphibious, mine, and underwater war- 
fare programs. 


TITLE V—DEPARTMENT OF THE AIR FORCE 


AIRCRAFT AND RELATED PROCUREMENT 


Se OE OU nn Ae en a aidan $6, 200, 000, 000 
mouse mrewanee. ho... sooo. Se dcivcauabsthclalesuivanwews 5, 846, 000, 000 
Senate committee recommendation. _-_......-.....---.---.-- 6, 126, 000, 000 


The committee recommends an appropriation of $6,126,000,000, an 
increase of $280,000,000 over the House-approved amount, and $74,- 
000,000 below the estimate. 

It is believed that this restoration will provide the minimum funds 
necessary to restore requirements in the aircraft spares area, prevent 
the stretching out of the missile development test program, prevent 
delay in the introduction of missile systems into the inventory, and 
insure the meeting of the minimum requirements for modernization 
of the aircraft inventory. 


PROCUREMENT OTHER THAN AIRCRAFT 


sieh enbtepahe 1066 ei cinnnig:si ncmeeionicis Raa ae etke ave $1, 225, 000, 000 
I ATI i iconisinnnes ng apa one 9 cena waenamg cies 1, 146, 500, 000 
Senate committee recommendation_.......-..-.-..--------- 1, 246, 500, 000 


The committee recommends an increase of $100,000,000 over the 
House-approved amount and an increase of $21,500,000 above the 
budget estimate. The additional amount above the budget estimate 
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of $21,500,000 was added on the House floor for transfer to the Civil 
Aeronautics Administration to provide sufficient funds for the 1958 
air navigation system known as VORTAC. The committee approves 
the transfer of these funds. 

The restoration of $100,000,000 will enable the Air Force to provide 
the following types of major equipment to support aircraft, missiles 
and facilities: 


Weapons, ammunition and propellants__.-......--.------------ $5, 000, 000 
I IRNEEIIING oo Jk nS nina ooo ueighiulsl Bako weianemnio wie 2, 000, 000 
Ground communication electronic equipment___.........-------- 30, 500, 000 
pen seers enna 2 Gis 8S Cok oe hk cu een 38, 500, 000 
INT MREMNNINOINE 180 Eo oes co cau ee iialiapnaeandenwtol 6, 000, 000 
Support equipment and supplies___....._...................-.. 16, 000, 000 
Teens SORImUNRNOP OUUININONE 52 ge Shik sk en cose ene cencsen 2, 000, 000 

PRE ee bole eate etl eseese tuto e actus 100, 000, 000 


RESEARCH AND DEVELOPMENT 


Ie re iawn sii lta $661, 000, 000 
i cn ta cates gs sass min esian Wik 649, 000, 000 
Senate committee recommendation. _...........-.-.-.-------- 661, 000, 000 


The committee recommends an appropriation of $661,000,000, an 
increase of $12,000,000 over the House-approved amount, and the 
same as the budget estimate. 

The additional funds are provided in order to assure the continuance 
of technical development and research projects in such areas as flight 
control, atmospheric physics, communications and electronic tech- 
niques and in the development of operational systems which support 
our major aircraft and missile systems. 


OPERATION AND MAINTENANCE 


Eeepy meer ae. 828 te ek ia Po adc c a eee $4, 225, 000, 000 
I a a a Be aca 4, 062, 120, 000 
Senate committee recommendation_____._____-_--_--__---_-_- 4, 193, 993, 000 


The committee recommends an appropriation of $4,193,993,000, 
an increase of $131,873,000, and $31,007,000 below the estimate. 

The added amount will provide necessary funds required for air- 
craft fuel and oil, logistical support and training, and operational 
support. It will also enable the Air Force to carry on its day-to-day 
operations at a level that will permit the service to meet its overall 
program objectives. 

MILITARY PERSONNEL 


SnuOINL RUNOI 8.. O d de LG Sie dlsw cod $3, 840, 000, 000 
NIIRONIN S22 00 el ee al el he thin Mannimeoeein 3, 801, 600, 000 
Senate committee recommendation_........-...------------- 3, 836, 600, 000 


The committee recommends an appropriation of $3,836,600,000, an 
increase of $35,000,000 over the House-approved amount and 
$3,400,000 below the estimate. 

This slight decrease from the budget estimate of $3,840,000,000 will 
provide sufficient funds to insure financing essential program require- 
ments in support of the 925,000 military personnel needed to man the 
128-wing force. 
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RESERVE PERSONNEL 


Budget eatiniaté 1968 [65525 eee es. $57, 000, 000 
House allowWaties. 52026050 26 a eee 2a Sn eet cc 55, 000, 000 
Senate committee recommendation.............--..------------ 57, 000, 000 


The committee recommends an increase of $2,000,000 over the 
House-approved amount, recommending the budget estimate of 
$57,000,000. 

This appropriation will provide for the manning and training of 
Air Force Reserve units and individuals in order to attain a Ready 
Reserve force with a maximum combat capability. 


GENERAL STATEMENT 
WASTE AND DUPLICATION 


The committee directs the attention of the Department of Defense 
to statements in its previous reports on duplication of effort and 
waste of materiel, manpower, and money. It further directs the 
Department to redouble its efforts in ferreting out all such waste and 
duplication, urging that it create an economy-conscious military and 
civilian organization which will strive to extract a dollar’s worth of 
defense for each dollar expended. 

The committee realizes that with the introduction of new weapons 
the Department is undergoing revolutionary changes in its planning, 
procurement, and organization. It also realizes that older traditional 
weapons must be retained until replaced by modern equipment. On 
the other hand, the committee is very much of the opinion that the 
services are reluctant to phase out obsolete and outmoded weapons 
and programs, such as—notably—in the field of antiaircraft. The 
continuance of obsolete weapons and programs is an unwarranted 
waste of personnel and appropriations and should be eliminated 
menadione, 

USE OF COMMERCIAL CARRIERS 


Last year in the conference committee on the Defense appropriations 
bill the Senate joined with the House in stating in a letter to the Secre- 
tary of Defense that the Government should, to the greatest extent 
practicable, adjust its use of air transportation so as to use existing 
unutilized capacity of United States air carriers. This statement 
was based upon our position that maximum utilization by the Depart- 
ment of Defense of United States civil air carriers is essential both 
in the promotion of our free enterprise economy and in the provision 
of the necessary ready reserve civil airlift for national defense; and 
that Government operations of its own air transport facilities should 
be limited to that essential to military security. 

The committee reaffirms its position of last year that the Depart- 
ment of Defense should utilize the services of commercial transporta- 
tion, in preference to Government-owned and Government-operated 
transportation, to the fullest extent possible when, upon using the 
same cost standards for both commercial and Government facilities, 
it is found to be more economical, and further, that in evaluating 
relative costs of transportation, the Department should recognize the 
specific monetary value of time saved as an important factor in the 
award of competitive bids in transportation. 
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It is the desire of the committee that all commercial carriers be 
given a fair and equal opportunity to offer their facilities on a bid 
basis to the Department of Defense, and be provided to the extent 
practical with equal access to information regarding commercial 
movements of cargo and personnel. The Department should make 
every effort to centralize the procurement of such transportation so as 
to consolidate movements in the interests of economy and to avoid 
the practice of arbitrarily dividing groups into such small units as to 
necessitate unwarranted additional expense. 

The committee desires that at installations where private carriers 
are permitted to offer their services for sale to individual personnel, 
representatives of all commercial carriers should be afforded equal 
access without discrimination. 

The committee notes with approval that the Air Force budget re- 
flects increased use as compared with fiscal year 1957 of civil air carriers 
to augment the Military Air Transport Service in the movement of 
military personnel and dependents. This is offset in part, though, by 
the decreased use of civil air carriers in moving cargo for MATS.’ In 
summary we do not feel that sufficient effort hés been made by the De- 
partment of Defense in the international and overseas field to ‘adjust 
its use of air transportation so as to use existing unutilized capacity 
of United States air carriers.”’ 

It is the wish of the committee, therefore, that within the 1958 
appropriations for operations and maintenance and for military per- 
sonnel the Defense Department reprogram expenditures for operating 
MATS and other Government-owned transport activities suffi- 
ciently to permit the funds so reprogramed to be applied toward 
procuring the services of United States civil air carriers to meet as 
nearly as possible 40 percent of the passenger requirements and 20 
percent of the cargo requirements of the Military Air Transport 
Service. 

The committee desires that a report be made by the first of January 
1958 which would indicate the progress made by the Department 
of Defense in implementing this directive. 


ARMED FORCES POST EXCHANGES 


The committee is concerned about reported plans to increase the 
scope of activities of the post exchanges. While it is recognized that 
the post-exchange system is an integral and necessary part of the 
operations of the military forces, there is little, if any, justification 
for increasing the competitive advantage of the stores in the system 
at the expense of the retail merchants of this country. The com- 
mittee is of the opinion that the types of merchandise currently au- 
thorized for sale in the system are more than edequate to satisfy the 
needs of the military personnel and their dependents and no action 
should be taken to enlarge the categories of stock now handled. In 
addition, competitive advantage should not be increased by the 
adoption of any practices which would increase the value of the 
services rendered by the stores in the system, such as the extension 
of credit to post-exchange customers without imposition of carrying 
or other financial charges. 
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MEDICAL TREATMENT FACILITIES AT MINOT, GRAND FORKS, AND 
GLASGOW AIR FORCE BASES 


The committee fully approves the Air Force plan t.» send inpatients 
from the Minot Air Force Base to the Veterans’ Administration 
Hospital located at Minot, N. Dak. It further approves the plan 
to send the inpatients from the Grand Forks Air Force Base to nearby 
Defense Department hospitals and inpatients from Glasgow Air Force 
Base to the Great Falls Air Force Base Hospital if present hospital 
facilities are adequate to take care of additional patients. In ap- 
proving these plans, the committee affirms its belief that sufficient 
Soderal hospital facilities are available in this area, without any addi- 
tional hospital facilities being constructed, and expects the Defense 
Department to use the Minot, N. Dak., VA hospital to provide for 
any patients who cannot be adequately taken care of at existing 
facilities in the area. 


SMALL-BUSINESS POLICY 


Testimony before the committee indicated that the military de- 
partments within the Department of Defense are continuing their 
attempts to provide small-business concerns with an equitable portion 
of contracts for procurement of defense needed items. The commit- 
tee commends such efforts as will safeguard the rights of small busi- 
ness and urges the Department of Defense to take all appropriate 
measures to insure that small-business concerns have adequate op- 
portunity to participate in subcontracting within justifiable limits. 

During the hearings it was pointed out that the Air Force, for 
example, estimates that about 90 percent of its procurement dollars 
must be placed with very large industrial organizations capable of 
acting as prime contractors. Understandably, then, much of the 
opportunity existing for small businesses must come in the field of 
subcontracting. It is encouraging to note that testimony revealed 
that small business received 70 percent dollarwise of the Air Force 
items and services within their potential. However, the committee 
suggests that the military departments continue to examine carefully 
subcontracting procedures so that prime contractors will provide 
smalier businesses with a fair opportunity to render their services and 
sell their products. 

Enormous sums of money are yearly being placed in the hands of 
the Department of Defense for procurement purposes. The effect of 
this profoundly influences the economy of the country. It is impor- 
tant that small-business enterprises maintain the same economic 
health which characterizes our large-business concerns. ‘They can be 
aided in doing this by being given the same economic opportunities 

rovided big business. Careful supervision of procurement contracts 
os the Department of Defense, it is believed, is one method by which 
this can be accomplished, 
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